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ROYAL COMMISSION ON THE PRIVATE MANUFACTURE 
OF AND TRADING IN ARMS 


TEEMS OF REFEEENCE — 

(1) To consider and report upon the practicability and desirability (both from 
the national and international point of view) of the adoption (a) by the United 
Kingdom alone, (b) by the United Kingdom in conjunction with the other 
countries of the world, of a prohibition of private manufacture of and trade in 
arms and munitions of war, and the institution of a State monopoly of such 
manufacture and trade. 

(2) To consider and report whether there are any steps which can usefully 
be taken to remove or minimize the kinds of objections to which private manu- 
facture is stated in Article 8 (5) of the Covenant of the League of Nations to 
be open. 

(3) To examine the present arrangements in force in the United Kingdom 
relative to the control of the export trade in arms and munitions of war, and to 
report whether these arrangements require revision, and, if so, in what directions. 


MINUTES OF EVIDENCE 

TAKEN BEFORE THE 

ROYAL COMMISSION ON THE PRIVATE 
MANUFACTURE OF AND TRADING IN ARMS 

FIRST DAY 

Wednesday, 1st May, 1935 


Present : 


The Rt. Hon. Sir JOHN ELDON BANKES, P.C., 6.C.B. (Chairman). 


Sir PHILIP GIBBS, K.B.E. 
Dame RACHEL E. CROWDY, 
Sir THOMAS ALLEN. 


Sir KENNETH LEE, LL.D. 

D B E LL D Professor H. C. GUTTERIDGE, K.C., LL.D., M.A. 

■ ■ ■’ ■ ■ Mr. J. A. SPENDER. 

Mr. E. TWENTYMAN (Secretary). 

Mr. D. HAIGH (Assistant Secretary). 


Chairman: Before asking Lord Cecil to give his 
views, which he has kindly come here to do, there 
are one or two matters that I want to mention which 
deal mainly with procedure. 

The first thing I want to say is this : Without 
explanation it may seem that possibly an undue 
length of time has elapsed betw'een the date when 
we were appointed and to-day, our first sitting. 
The explanation is this, that all the members of 
the Commission were not in this country untu the 
5th April, and to-day is the first day upon which any 
of those whom we have already invited to give evi- 
dence has been prepared to come and lay that 
evidence before us. 

The second thing I want to say is this: All our 
meetings to take evidence will as far as possible be 

held in public. . -j. 

The third thing I wish to say is this,— it nas 
reference to the appearance of counsel : It is, 1 

think well established that counsel have no right 
of audience before a Royal Commission such as 
this; they only appear, if at all, by leave of the 
Commission and take such part in the proceeding 
as the Commission ‘authorise. Any application to 
appear by counsel must be made to the Secretary, 
who will bring the application before the Commis- 
sion, and the Secretary will convey the decision ot 
the Commission to the applicant. u i 

There is another matter upon which I would also 
desire to announce the decision of the Commission. 
In some of the statements of evidence which it is 


intended to lay before the Commission it appears 
that the witness proposes to give the names of 
persons or companies as having been guilty of conduct 
deserving of censure in connection .with the manu- 
facture of and trading in arms, without attempt- 
ing to give evidence in support of the allegation. 
The Commission intend to deal with this question 
as follows, namely : In the case of firms and indi- 
viduals resident and carrying on business abroad, and 
of transactions taking place wholly abroad, it is 
clearly not practicable for the Commission to carry 
out any satisfactory investigation of allegations 
that may be made. The Commission, however, will 
not decline to allow witnesses to cite, in support of 
an argument, cases in this category which have been 
the subject of public allegation or report. The 
Commission must, however, exercise their own judg- 
ment as to the importance to be attached to such 
allegations. In the case of allegations against a 
firm or individual resident and carrying on business 
in this country, and where, therefore, the Commis- 
sion is in a position to inquire into the matter, 
and the firm or individual can give any explanation 
of the circumstances which they desire to give, the 
Commission is prepared to receive particulars of any 
such allegations and will inquire into them if they 
consider them relevant to their Inquiry. This ruling 
does not, of course, limit or affect the general in- 
quiry which the Commission propose to make into 
the question of the manufacture of and trade in 
arms. 


The Right Honourable Viscount Cecie oe C^on, P.C representing the League of Nations Dnion, 
^ called and examined. 


1. Chairman: Lord Cecil, you have been good 

snough to come and give your views to us, and I 
inderstand that you prefer to give them m your 
>wn way rather than by way of question and answer? 
-I am entirely in the hands of the Commissi6n I 
dioiight that perhaps it would save your time if 1 
nade a general statement first, and then, of course, 
my member of the Commission can ask me any 

iiiestions they desire. - .e x i 

2 Yes that will be convenient.— In the first place 
r want to make quite clear what is my position 
[ come here primarily to represent the Teague of 
N.ations Union. You have had a statement 
in by the League of Nations Union as to the attitude 
of the Union on these mattem. That is the ex- 
pression of the views of the Executive Committee 
of the Union as a whole, and I think I may say 
that the whole of the hundreds of thousands of 
members of the Union would be br oadly m agree- 

* See Appendix, pp. 28-32. 


nient with it. I propose in the observations that 
I am going to make to the Commission, if they will 
allow me to do so, to state my view of the case, 
and if it differs from the printed document that has 
been handed in, then the Commissioii must under- 
stand that I am not pledging the Union as far as 
those observations are concerned : I am only pledging 

I see it, the general case rests largely upon 
public opinion in this matter. The Commission will 
have had in the printed statement the observa- 
tions made by Lord Halifax recently and I am 
going, if I may, to read them again, because they 
do seem to me to state with very great accuracy 
the general view which is held in this coun ry on 
this subject, as far as I have been able to ascer- 
tain it. Lord Halifax said: 

this is one of the questions that arouse 

a very sincere and very profound feeing jn ^Ee 

minds of our people. ... 

wrongly, . . i the great majority of them . . • 
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conceive this question of the private manufac- 
ture of and trade in arms to be directly con- 
nected with the great issues of peace and war, 
on which they feel more deeply and vehemently 
than upon anything else ; and, therefore, re- 
garding war, as they do, as the greatest evil 
to which the nation can be exposed, and regard- 
ing it indeed as only justifiable in cases of 
ultimate and extreme national necessity, they 
are . . . disposed to regard the prepara- 

tion of the implements of war as too high 
and too grave a thing to be entrusted to any 
hands less responsible than those of the State 
itself, fearing any intrusion into so dangerous 
a field of any interests less imperative than 
national security and national necessity.”* 

I believe that to be an accurate statement of public 
opinion on this matter and in support of that view 
I may, perhaps, point out that the League of 
Nations Union — which, of course, has given a very 
great deal of attention to it — resolved, as early as 
December, 1933; 

“ That it is contrary to the public interest 
that the manufacture and sale of armaments 
should be carried on for private profit.” 

That is their view, and recently the Union, in 
common with a number of other Societies, has been 
holding, as no doubt the Commission is aware, what 
is called a Ballot; that is to say, a vote by a very 
large number of people. The actual question sub- 
mitted was : “ Should the manufacture and sale of 
armaments for private profit be prohibited by inter- 
national agreement? ” and on that question up till 
yesterday — the Ballot is still going on and will not 
bo absolutely completed for a few more weeks, 
because there are some parts of the country which 
have been a little later than we expected — prac- 
tically 7,000,000 votes were given — 6,964,000 in fact — 
and of those approximately 6,500,000 were affirmative 
and 490,000 were negative. So that there was a vote 
of about 93 per cent, in favour of the view that the 
manufacture and sale of armaments for private profit 
ought to be prohibited by international agreement. 

I think that probably more information on that 
point could be given ; but that is all that I desire 
to say about it. 

Now as to foreign opinion : The most striking 
expression of that, I think, was contained in the 
statement made by a great demonstration of ex- 
soldiers representing the two great continental 
associations of ex-soldiers, what are called the 
C.I.M.A.C. and the F.I.D.A.C. I need not trouble 
the Commission with the translation of those 
initials. They do represent a very large body — 

I believe as many as 8,000,000 members — and they 
attended at Geneva to represent their views to the 
Disarmament Conference. Five thousand attended 
the demonstration and 700 of them waited by deputa- 
tion upon the President of the Disarmament Con- 
ference and presented, among other things, a resolu- 
tion stating that ; 

“ The ex-service men and war victims, speak- 
in the name of the above two organisations, 
which comprise 8,000,000 members, have adopted 
the following resolutions,” 

and this was one of them : 

‘‘ Material disarmament should include the 
suppression of private manufacture of, and 
private traffic in, arms, together with effective 
mutual international control.” 

That was the expression of their view, and on two 
occasions the International Federation of the 
Associations for the League of Nations have passed 
resolutions in the same sense — one in June, 1933, 
which perhaps I ought to read. I need not read 
the whole of it; the substance of it is that private 
armament firms should not be permitted to manu- 
facture or to retain stocks unless they have received 

* House of Lords: Official Report, 27th March, 1935, 
Cols, 387-8. 


orders from governments and have been authorised 
to execute these orders by a single official organisa- 
tion established by the State for the purpose of ’con- 
trolling the production, sale and export of arms, and 
that such orders should be made public under the 
authority of the Permanent Disarmament Commis- 
sion. In 1934, the following year, they passed a 
shorter and, 1 think, clearer resolution. The meet- 
ing was held at Folkestone, and there were present 
representatives of some 20 countries. The list con- 
tained practically all the important countries — 
Austria, Belgium, China, Czecho-Slovakia, Denmark, 
Esthonia, France, Germany, Great Britain, Greece, 
Hungary, Italy, Japan, the Netherlands, Poland, 
Roumania, Switzerland and the United States of 
America. The resolution was ; 

“ The whole Federation is agreed that the 
manufacture and sale of armaments for private 
profit is a great evil and ought to be sup- 
pressed. Many delegations believe that the only 
way of doing this effectively is by the complete 
suppression of manufacture and traffic in arma- 
ments by private enterprise; others reserve their 
opinion on this point, without diminishing their 
adherence to the main principle above stated.” 

I ought, perhaps, to explain that these Associa- 
tions in foreign countries are, some of them, run 
on the same lines as ours, that is to say they are 
purely private organisations, but a good many of 
them have a more or less semi-official status; that 
is to say, the State provides part of the funds on 
which they work, and they do feel bound at any 
rate not to transgress the general views of the 
governments of their countries. I might add to 
that — though it is, perhaps, of less importance 
because it was a minority decision of what is called 
the Temporary Mixed Commission, the Committee 
of the League of Nations which dealt with these 
subjects before the Disarmament Conference — that 
there was as early as 1924 an opinion expressed that 
there ought to be prohibition of private manu- 
facture, but it was only adhered to by the French 
the Dutch, the Swedish, and, I think, the Polish 
representatives . 

To my mind the most important fact about this 
matter is that when it came to be considered at the 
Disarmament Conference, representing, as you are 
aware, some 60 countries, there was no question at 
all — as far as I have been able to read the pro- 
ceedings of that Conference, but Miss Courtney, who 
is here, will be able to tell you better than I can 
exactly what happened — in the mind of any single 
representative, that the present system ought not to 
be allowed to continue. There was a difference of 
opinion as to whether the remedy should be by State 
control of existing armament manufacturers or by 
the actual purchase and taking over of armament 
manufacture, but I do not gather that there was any 
dispute that one or other of those two remedies ought 
to be adopted. I venture to submit that that is 
rather an important matter for the Commission- to 
consider, because it looks as if the Commission will 
have l;p consider first, not whether anything should 
be done, but which of those two remedies should be 
adopted. Of course, they are quite free to say they 
do not agree, but it is to my mind an important 
matter. 

That is, as I understand it, the general public 
oipinion of the world on this subject. Though I have 
no doubt other facts could be brought to your notice, 

I think they would confirm that general view. I 
should just like to add that this is not a small matter. 
We are dealing with very important and powerful 
interests. That, of course, cuts both ways. There 
is no doubt at all that the armaments industry 
is a very important one, exercising a great deal 
of influence in a number of countries throughout 
the world. Taking our own case, the great organisa- 
tion of Vickers, in one of the documents set out in 
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the Annexe to the League of Nations Union State- 
ment, Note C, Document 11, you will find a state- 
ment of royalties received by an American com- 
pany from Vickers, Limited, and firms licensed by 
Vickers, Limited, and among them is the Mitsubishi, 
a big firm in Japan, there is the Vickers firm in 
Holland, and another one in Holland called the de 
Schelde, the Vickers firm in Australia, a firm in Spain 
and probably in other countries. In addition to that 
I was looking at a book which has been published on 
this subject. I cannot pretend to have verified the 
statements; but you will find at pages 80-81 of this 
book, which is called “ Merchants of Death ”, a little 
diagram. I only cite it because it is a convenient 
way of stating the point that I am trying to make. 
That 'diagram shows the various connections of this 
great firm. Apart from that, of course, there are 
very great firms on the continent, the greatest of 
them being Schneider-Creusot, and Krupps, in Ger- 
many, and a number of American firms. You will 
find that these firms and Vickers and -others have a 
number of international agreements with one another 
affecting, not the whole, but part of their trade, 
regulating prices — I am not making any criticism of 
it, this is merely to show the extent of the organisa- 
tjon — and districting areas for the purpose of sales, 
zoning I believe is the term commonly used. You 
will find these firms set out in various documents 
cited in that Note 0 which I mentioned, if you care 
to refer to it, but as far as I am concerned I am 
prepared to assert that those documents show quite 
conclusively the immense extent of this organisation 
all over Europe and America. 


It is not only connection with one another which is 
important. The actual organisations, very properly 
from their point of view — I malke no criticism at all- 
naturally get on to their boards the most influential 
people that they can find— in many cases, in this 
country, ex-oflficers .with special knowledge of the 
matter, and in foreign countries, bankers and so on; 
in fact, anybody who is likely to be of service to them 
in recommending their trade. I do not know whether 
the Commission would think it worth while examin- 
ing that. I am afraid I cannot help them any 
further, except by just indicating that that is so. 


In addition to this, they have very great con- 
nections with the Press. I have no evidence that 
there is any direct connection between those firms 
and the Press in this country— there may be or there 
may not be; I do not know— but abroad there cer- 
tainly is. As the Commission is probably aware, two 
or three years ago the great steel interests in Franc^ 
who are, of course, very largely concerqed with 
armaments, bought up two of the best-known Pans 
papers, the Journal des TJehats and the Temps, and 
after that transfer the policy of those papers 
changed, particularly, I believe, in the case of the 
Journal des Dehats, which up to that time had been 
a great supporter of M. Briand. The policy of 
understanding became a policy of national arma- 
ments, and things of that kind. I believe that to 
a) very large extent that has been true of the Temps 
also. Y"ou will not, of course, forget that certainly 
in the old days— I do not suppose it is true now— 
Krupps assisted or controlled at least three news- 
papers in Germany. I forget the names of 
but they are set out in a variety of these books 
if you care to investigate them. I remember very 
well a speech of M. Briand, which he delivered to 
some women’s organisations on this question a very 
outspoken speech, which got him into a g^ deal 
of trouble, I believe, but his position at that time 
in France was so overwhelmingly strong that it cUd 
not much matter what anybody said about him. He 
used this strong phrase, which has been often quoted ; 

“ Articles against peace are written with pens 
made of the same steel as cannon and shells.” 


I do not want to stress this aspect of the c^e_ t 

much but I think it is conceivable that M. 

had in mind not only the question of the direct 


acquisition of the papers in France and elsewhere, 
but also the immense influence which great indus- 
trial organisations necessarily have — I will not say 
in altering, certainly that would not be true in this 
country — in modifying the expression of opinion on 
any particular question, in view of the great adver- 
tisement revenue which they control. And, of course, 
that becomes more true by reason of the fact that 
many of these armament firms deal — as has been 
pointed out by the British Government — with a 
great number of other things besides armaments. 
It may have been that which M. Briand had in 
his mind, or it may have been other circumstances 
attaching to the Paris Press, which are probably 
well known but with which I do not desire to deal 
any further. This difficulty was felt particularly 
by the continental members of the Temporary Mixed 
Commission as early as 1924. In the Convention that 
they drew up regulating the traffic in arms they pro- 
posed to put in certain provisions precluding arma- 
ment firms from having any connection with the 
Press. On Pages 41-2 of this book— “ Documents on 
the Traffic in Arms ” published by the League of 
Nations Union— you will find that this was the pro- 
posal : 

“ The holder of a licence ” — 

that is, an armament dealer — 

“ must not bo in a position to influence a news- 
paper, either by owning a sufficient proportion 
of its capital or by holding any post whatever 
in its offices. This measure shall apply equally 
to all directors, managers and high officials of 
the firm holding the licence. The holder of a 
licence must agree not to carry on propaganda 
of any kind relating to the war material for_ 
which a licence has been granted.” 

I believe I was a member of that Commission, but 
personally I was never very much in favour of that 
proposal, because I thought it could be evaded with 
the greatest ease by anybody who wished to evade 
it, by holding a share or interest in the name of 
somebody else. But it shows that even at that time 
there was a very great feeling in the matter. I 
mention these things, not with the view to making 
any particular attack on the armament firms, but 
to showing the immense strength of this organisa- 
tion and the great power that it can use, if it desires 
to use it, for the forwarding of what it regards as 
its business interest. 

I think it is the recognition of that state of 
things which has produced the very striking 
feeling to which Lord Halifax alluded. I venture 
to think that that feeling is based partly, no doubt, 
on a kind of emotional motive. There is in many 
people’s minds — I confess I am one of them a feel- 
ing that there is something exceedingly shocking in 
the idea that money is going to be made out of the 
sale of these instruments, the purpose of which is 
to cause the death or wounding of fellow creatures. 
I know it is said, and said with great_ truth, that 
if that is not done by private firms it will have 
to be done, more or less to the extent to which the 
countries ultimately agree upon it, by the govern- 
ments of those countries. At the same time there 
does seem rather a difference between the conception 
that these weapons should be manufactured by or 
under the control of responsible governments for 
great public purposes and mainly for the defence of 
the country against invasion, and the conception that 
it should be a matter of bargain and sale and that 
the more armaments are sold the greater will be the 
profits of the industry. 

That seems to many of us a very horrible state 
of things and, of course, it necessarily leads to con- 
ditions where you find armaments provided by some 
firms being used on both sides in a war. One 
instance that is often quoted was in the Boer War, 
when the Boers used very largely a gun which 
came to be known as the “ pom-pom,” a gun which, 
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I understand, was one of Vickers’ manufacture, which 
no doubt was sold to the Boers in time of peace; 
hut, I imagine, not very long before the war, because 
it was a new gun at that time. Of course many 
other weapons made by Vickers were used by the 
British Government. It seems to many people a 
very repulsive condition produced by this particular 
industry, without making any charge or attack on 
the individuals who are carrying it on. 

A very recent example of that has occurred in the 
Chaco War between Bolivia and Paraguay, in South 
America. The finding of the Commission appointed 
by the League of Nations in 1934, which examined 
the question with a view to trying to find some 
settlement, contained this statement : — 

“ The armies engaged are using up-to-date 
material; aeroplanes, armoured cars, flame pro- 
jectors, quick-firing guns, machine-guns and 
automatic rifles; the automatic weapons are 
available in great quantities, but the other arms 
are few. The arms and material of every kind 
are not manufactured locally, but are supplied 
to the belligerents by American and European 
countries.” 

Under the existing conditions of neutrality, that 
must have been by private firms and was, in fact, 
by private firms. 

That is the emotional aspect of it. I hope the 
Commission will not regard it as a matter to be 
put aside, because it is that motive which, though 
not exclusively, is perhaps more responsible than 
any other for the very strong feeling that exists in 
this country. It is not onlj' an emotional view. I 
think that in point of fact it is wrong in principle 
in a matter of this kind that great financial interests 
should exist in a country, which must be dependent 
on war and preparations for war, and that they 
should be in that matter probably — I would almost 
say usually — inconsistent with the general policy 
of the country itself, since the general policy, cer- 
tainly of our country and, I believe, of almost all 
countries, is a policy of peace. I cannot help think- 
ing that that is wrong in principle and that it 
produces bad effects. Taking it on the two sides, 
internationally and nationally, I do not think it is 
really open to doubt, that wherever you get tension 
in international affairs the value of the shares of 
armament firms goes up. That is inevitable. The 
demand becomes greater and the price rises. I 
have a quotation here from The Manchester 
Guardian of the 18th March last, just after the 
German announcement of conscription. It says: — 

“ The reaction of the Berlin Stock Exchange 
to-day to the conscription law was friendly and 
the heavy industries and others affected by 
armaments showed substantial appreciation in 
share values in a number of cases. In United 
Steel Works shares there was a rise of 2J points 
and a turnover of 1,500,000 marks. A heavy 
business developed in shares of the Berlin 
Karlsruhe Company (known otherwise as the 
German Arms Works), which rose 7J points, when 
business in them was suspended. For orders 
of over 2,000 marks in these shares only 50 per 
cent, of the demand could be fulfilled. The same 
day it was reported that the London Stock 
Exchange in gilt edge securities was adversely 
affected, and also the Paris Bourse.” 

I think that is a good instance of the conflict that 
must take place in these cases between the two 
interests. You will find a good many facts which 
confirm that view set out in Note B of the Annexe 
to the League of Nations Union statement. I par- 
ticularly draw the Commission’s attention to the 
movement in the prices of aircraft shares, at the 
bottom of the third page. Indirectly that is confirmed 
by the great increase of exxrort of the same class of 
goods and in armaments generally during the years 
1933 and 1934. I think it is obvious that that must 


be so. Obviously also it follows that reduction in 
armaments or peace talk must diminish profits of 
those firms; and consequently there is a suspicion 
that some of the armament manufacturers have been 
active in creating anxiety about these subjects. The 
statement was made in 1932 by Sir Herbert Lawrence, 
Chairman of Vickers,- — a man of the greatest possible 
distinction and position, — that : 

“ Reductions in armaments, under the influence 
of public opinion, both in this and other 
countries, have affected adversely your Com- 
pany’s trading resUlt.” 

In the Report of the Senatorial Arms Inquiry a 
letter is set out — of course I cannot say whether it 
is an accurate letter or not — a letter from Sir 
Charles Craven, of Vickers, to Mr. Carse, of the 
Electric Boat Company of New York, in wdiich he 
saj’s this ; 

‘‘ The Admiralty also promise us the order for 
H.M.S. Clyde; but in this latter case they will 
have the right to withdraw their promised order 
for the second ship if Geneva, or any other 
troublesome organisation upsets the large sub- 
marine.” 

I think you will find a good many more instances 
of that kind. There is a letter from the Electric 
Boat Company to Sir Charles Ci'aven, in which they 
say : 

“It is too bad that the pernicious activities 
of our State Department have put the break 
on armament orders from Peru by forcing the 
resumption of formal diplomatic relations with 
Chile. My friends advise me that this gesture 
means that all contemplated orders must go over 
until next year.” 

Again, in a letter of the 11th August, 1932, from 
i\Ir. Jonas, another agent of an American company, 
he says, with reference to the Chaco War, 
apparently : 

“ I immediately took a plane to Washington 
and visited both the Paraguay and Bolivia Lega- 
tions. Unfortunately for us, however, it looks 
as if the trouble they are having is going to be 
settled amicably.” 

Mr. Jonas was not a correct prophet, but that is 
what he writes. 

And, of course, in addition to those rather well- 
known cases, there was tlie case of Mr. Mulliner’s 
activities before the War, at the time of the scare 
about the German fleet; and the Roumanian case, 
a deplorable one, where apparently armaments 
agents put about a great rumour that there was 
a concentration of Russian forces on the northern 
borders of Roumania, and induced the Roumanian 
Government to purchase large supplies. As soon 
as the contract had been concluded the Russian 
troops vanished from the scene; apparently they 
had no more existence than those which came over 
to this country at the beginning of the War. There 
is no doubt that all this tends to hamper the actual 
efforts for peace. I think there is very little doubt 
that necessarily the whole of the armament industry 
were in favour — obviously they must have been — of 
continuing the supply of arms to China and Japan 
during that period when war was either actually 
existing or was on the point of breaking out. I 
have already quoted the passage about the Chaco. 

Undoubtedly there have been cases, how many I 
cannot tell, in which active steps have been taken 
by great armament interests to prevent the con- 
clusion of disarmament negotiations. The most 
striking of those cases was the activities of Mr. 
Shearer. That is not a matter of speculation at all 
because, as no doubt the Commission are aware, 
Mr. Shearer was employed by certain great firms in 
America to prevent, I think one must say, the success 
of the Disarmament Conference, which took place 
in Geneva in 1927. Afterwards, he was not 
satisfied with the payment made to him by thos« 
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armament firms and brought an action in the 
American courts for larger payments and explained 
the energy and vigour which he had shown in taking 
steps to prevent the conclusion of that treaty. I 
was present myself at the negotiations for that 
treaty. I would not like to say for a moment 
that it was entirely Mr. Shearer’s efforts that pre- 
vented the treaty being made, but it is undoubtedly 
true that the suspicion and doubt which existed as 
to the policy of the British and American Govern- 
ments produced the kind of atmosphere which brings 
about the failure of international negotiations. I 
cannot help feeling that it would have been a decided 
advantage if Mr. Shearer had not been present at 
Geneva. 

It is not only actual intervention in international 
affairs which produces these serious results. There 
is no doubt that the armament firms, very naturally 
from their point of view, nse whatever influence they 
may have — possibly legitimate influence — with the 
governments of their own countries, to prevent any 
steps which will interfere with the success of their 
trade. I have already quoted to you M. Briand’s 
opinion, which is, I think, very clear and definite. 
There has been a good deal of discussion as to what 
exactly is the attitude over here with regard to 
the relations between the British Government and 
British armament industries. I do not think they 
are different from what would be the relations 
between the British Government and any other in- 
dustries. I think they are very much the same. 
Sir John Simon, speaking on the subject in the House 
of Commons on 8th November, 1934, stated quite 
clearly : 

“ — ^ve never allow our diplomatic or consular 
representatives abroad to act as travellers or 
canvassers for armament firms never. Our 
diplomatic help is given only when a foreign 
State has announced its intention to purchase 
from abroad. Then our service naturally does 
its best to secure that the British firms should 
get a proper opportunity.” 

I do not know whether that is the right or the 
wrong attitude to take, but it is evident that that 
attitude must mean a certain relation between the 
government of the day and the armament firms, in 
which it will be at any rate natural to surmise that 
the influence of the armament firms will be directed 
to xirevent the carrying out of a policy which will 
injure their trade. 

Another illustration— again I do not desire to make 
any criticism, except in regard to the system. As 
you are perfectly well aware, arms cannot be 
exported from this country without a licence, but 
with respect to aircraft, though, as we know, air- 
craft are iiotentially at any rate military weapons, 
there is, as I understand, a general licence given, 
so that there need be no application for special 
licences for export. iNo doubt that is done with the 
perfectly legitimate object of facilitating the growth 
of a trade which is more or less in its infancy, and it 
is desired therefore to increase the output of those 
manufacturers. I quite admit that that is a per- 
fectly legitimate point of view. The only thing is 
that, when you apply principles of this kind to the 
sale of weapons of war, you are producing effects 
quite beyond and apart from the direct financial 
or commercial interests, effects which may be of a 
very serious character politically and with reference 
to the preservation of peace. 

You will perhaps remember that in the course of 
the long-protracted negotiations dealing with China 
and Japan in the Far East there was a period in 
which the Government announced an embargo on all 
arras for either party. I did not think that a very 
effective measure, because whereas Japan had con- 
siderable means of manufacturing arms, China had 
very few, and an impartial embargo was bound to 
operate in favour of Japan. Whether that was so 
or not, in discussing this matter, the Minister not 
Sir John Simon but Mr. Duff Cooper, who was at 


that time Financial Secretary to the War Office — 
said : 

“ In a fortnight we took off the embargo, but 
during those weeks we lost a great many orders. 
China and Japan did not get less munitions 
because of our embargo, but the men in this 
country got less work, less food, less employ- 
ment.” 

That is quite true, and as long as you have any 
unilaterial action of that kind it is perfectly true 
that you may do harm to your people without doing 
good to the general situation. On the other hand, it 
is perfectly clear that if the Government desire, for 
broad political reasons, to do their best for the 
negotiation of peace, it is a serious matter if they 
have to face, in addition to all the other difficulties, 
the difficulty that may be caused by great industries 
in this country which may be affected by their action. 

That is, broadly speaking, the case. I have tried 
to pnt before you — I am afraid imperfectly — the 
evils and dangers which accrue from the present 
system. There will be other witnesses called before 
you, who will be able to give you many more details 
than I have of particular cases of injury that have 
accrued. To my mind it does not really reqnire a 
great deal of labouring, because it seems to me per- 
fectly plain that if you have great financial interests 
whose profits depend upon the existence of a state 
of tension or hostility between foreign countries, you 
must have, therefore, a great interest which will be 
impaired by a jiaciflo policy and will benefit by a policy 
which is not pacific. That seems to me a very serious 
state of things. Possibly evidence will be given to 
you, but I am not going to trouble you with it, of 
allegations which were made in the American Inquiry 
and elsewhere of disrepntable methods. I do not 
think from my point of view that has much to do 
with it. The fact that a particular agent of a 
government has been bribed is not the point. The 
point is whether they were working for the sale of 
arms. Whether they did it reputably or disreputably 
does not matter to my mind. Therefore I am not 
going to bother you with that. I have no doubt you 
could find evidence of similar things going on in a 
great many other trades dealing with governments. 

Although I would not make the same kind of criti- 
cism about this point, there is no doubt that the 
existence of these firms does promote the active per- 
fection of the various weapons. We have all seen 
it, of course. It is not a question of increasing the 
number, it may not even be so much a question of 
increasing the cost, but of improved weapons j to 
take an ancient instance, the substitution of the 
rifle for the smooth bore. The moment one country 
does it, every country has to do it; it is the same 
with a great many weapons which in our lifetime 
and in the last few years have been invented. You 
can scarcely take up a paper without seeing an 
account of some perfection, of some improvement — if 
we are to use that phrase — of the means of slaughter, 
which has been adopted in one country and is hastily 
adopted in others. That undoubtedly tends to a 
great increase of the national bill for these things. 
Perhaps that would not seem to be a matter of great 
importance, except that the cost of armaments, in 
my view, is one of the great causes of war, or at 
any rate of hostility. I think one saw that very 
clearly before 1914. Germany, for instance, was at 
that time arming against France, and perhaps 
against other countries, and undoubtedly the burden 
was felt very severely. True, it was a government 
which was not, of course, as despotic as the present 
Government of Germany. It had a Parliament 
sitting, and the various opposition parties were pre- 
pared to make capital against the Government on ail 
those questions. The result was that you had un- 
doubtedly a great deal of criticism as to the rising 
expenditure on armaments by Germany, and — this is 
one of the important aspects of the whole of this 
question— this had to be met by a vigorous pro- 
paganda by the Government, showing the neces- 
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sity for the increase of cost. To do that they 
had to explain what they were afraid of, and 
that meant (perpetually holding up as a possible 
danger to the people of the country the action of 
some foreign country. I think that aspect, which 
of course is part of the general ease for the reduction 
and limitation of armaments, has its importance 
from this point of view, that anything that increases 
the cost of those armaments, as the competition 
between private firms must increase it, is one of the 
causes of this war propaganda, which must go on 
as long as the cost of armaments is as heavy as it 
is in many of those countries, and indeed in our 
own. I do not want to elaborate that but I am sure 
the Commission will be able to recall many instances 
of the kind of thing that has taken place in all 
countries, our own included, as the inevitable reason 
which any government must give for any increased 
expenditure on armaments. That seems to me the 
reason why control or nationalisation is essential. 

I want to say just a few words about the answers 
that are commonly made in this matter, because I 
think they ought to be dealt with. The fyst answer 
that I should like to deal with is the one that 
suggests that the existence of private manufacturers 
is essential to the national defence, because in time 
of war it gives them opportunity for expanding 
rapidly a country’s armaments; it is, as it were, a 
kind of reseire of strength. 'These private manu- 
facturers have to keep their whole machinery in 
order, to carry on their own trade, and that can be 
diverted to the use of the government of the country 
in time of war, and that greatly increases their 
strength. I recognise that that argument, which is 
used strongly against nationalisation, is not applic- 
able to control, because, of course, if you have control, 
the private manufacturers exist, and whatever ad- 
vantage can be gained from their existence will 
remain. I should like to say a word about that 
argument in itself. This reserve is not really the 
result of private manufacture, but the result of 
exports. It is the fact that, as far as it is valuable 
at all, this reserve of strength is there because those 
firms are in the habit in peace time of supplying not 
only the government of their country but other 
governments. That is to say, it is export trade, 
which you can divert on the outbreak of war to 
satisfy the immensely increased demand which will 
arise in the country itself. I do not myself see that 
it would be altered at all if the factories were trans- 
ferred from public to private ownership. I presume 
that in that case also — I will deal with the questions 
arising out of international law in a moment, hut 
I am now speaking apart from them — ^there would 
be an export trade from these factories; they would 
exist not only to satisfy the legitimate demands of 
this country, but the legitimate demands which 
they were in the habit of fulfilling abroad. It is 
true that in such an arrangement it is reasonable 
to suppose that the government would not be so 
keen to maintain an export trade as would a private 
individual; that is possibly true. But I would reply 
to that, that as far as it is true at all, it is really 
an argument in favour of putting the matter in the 
hands of the government. In the public interest of 
this country and of the world you do not want a 
very active promotion of trade in arms. Where 
countries are actually in need of buying arms for 
their own defence, some means must, no doubt, be 
given of supplying them; and if they have no fac- 
tories of their own they must buy from outside. I 
agree. But taking it broadly, there is no advantage, 
and very grave disadvantage, in pressing them to buy 
arms beyond what they think are necessary for their 
own demands. Therefore, though I think it is prob- 
ably true that if the trade were not in private hands 
it would not he pushed with such energy as it is 
now, on balance that is a great advantage. 

I am dealing with the view that these changes 
should he made internationally. I will say a word 


as to whether, if you cannot get any international 
improvement, there ought to bo an improvement in 
this country ; but broadly speaking the argument 
that I am putting forward here is in favour of an 
international agreement for dealing with this ques- 
tion of private manufacture. And if that is true, the 
reserves of all other countries, so far as they are 
affected, would be equally affected with the reserves 
of our own country. But I would go a little further 
even than that. It is extremely doubtful whether 
this reserve argument has any very great value in 
time of war. There is one witness whom I think 
you might like to hear on that point — Mr. Syrett, 
who was engaged in the supply of munitions during 
the War — but we all remember that in iioint of fact 
very shortly after the beginning of the War the 
Government found that it was impossible to rely on 
private individuals and firms to supply, the arms 
they required, and the whole of the munition busi- 
ness was taken over by the Government, for the 
reason that the reserve turned out to be inadequate. 
It was a mere ilea bite compared with the demands 
that were made by the Great War. In addition 
to that, you have already had your attention called 
to the inquiry made by Mr. McKinnon Wood’s Com- 
mittee directly after the AVar, in which that point, I 
think, was very well brought out. I speak with only 
secondhand knowledge of that subject. I hope the 
Commission will have the opportunity of seeing all 
the records that exist on that point. 

Chairman : I will say a word about that presently. — 
A^ou know much more about, that than I do. I will 
say no more about it. It is interesting to observe 
that that was confirmed by an observation made 
bj' M. Pierre Cot when he was here a little while 
ago. M. Pierre Cot was for some little time 
Minister for Air in France and he knows what he 
is talking about. He is very strongly in favour of 
the abolition of priA'ate manufacture. He made 
this observation : 

“ The Minister of Finance, M. George Bonnet, 
caused an inquiry to be made on the financial 
conditions under which nationalisation could he 
effected. The inquiry showed that the suppres- 
sion of the private manufacture of arms would 
not involve any extra burden on the taxpayer. 
It would be possible to buy out the shareholders 
of the interested firms by means of bonds. The 
interest and amortisation of these bonds would 
be amply covered by the savings made by the 
State manufacturing these arms directly.” 

I think that was really the result of the McKinnon 
AVood Inquiry, that when it came to manufacture 
on a large scale it was cheaper for the Government 
to do it themselves. 

The next argument that is made is that arising 
from the laws of neutrality, with which. Sir, you 
are very familiar. As I understand it, the difficulty 
is this, that under the laws of neutrality a govern- 
ment as such cannot supply arms to a belligerent : 
that would be a breach of neutrality. On the other 
hand, any private firm in the country can supply 
those arms, and therefore as long as there are 
private manufacturers in existence the smaller 
countries, which have not arms manufacturers of 
their own, can rely on supplies from those private 
sources, whereas they would not be able to rely on 
supplies from a government. It is interesting to 
observe that on the whole the Disarmament Con- 
ference has shown that there is very little feeling on 
the part of the smaller States in favour of this 
view. No doubt if you did this you would have to 
have some change in international law and allow the 
supply of one government to another in case of 
war. I will come to the question of who would be 
neutral in future wars in a moment, but you will 
find in this little book— “ Documents on the Traffic 
in Arms ” — on page 27, part of a statement made, 
not by the smallest States, but by the Danish, 
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French, Polish and Spanish delegations. They say 
this, and I think it is rather a good statement and 
very much to the point : 

“ The fear of the non-producing States that 
the abolition of the private manufacture of arms 
would he detrimental to their interests is un- 
justified, as even in the present state of affairs 
arms are 011 I 3 ' consigned by a private factory 
with the assent of the Government on whose 
territory that factory is situated.” 

That, of course, is true whether there is a regular 
sj'stem of licences or not. 

“ At the present time the control over all 
exports of arms and munitions from their terri- 
tory exercised by producing States in the sole 
interests of their national- policy leads to the 
result that the non-producing States derive no 
benefits from the system of private manu- 
facture. The abolition of this system would not 
therefore -modify the situation of non-producing 
States in any respect.” 

[ should think that is probably more true, though 
not absolutely, in the case of continental States 
than in the case of our own. I do not know, but 
I should not think that our Government control the 
export of arms very often in the interest of their 
policy, though they certainly do to some extent. 

“ There is already a tendency among non- 
producing States to create arms factories, on 
their own territory with a view to making them- 
selves independent of foreign countries in respect 
of the organisation of their national defence. 
This policy has nothing to do with the problem 
of the abolition of private manufacture, as from 
the point of view of a non-producing State it 
is immaterial whether it is dependent in time 
of peace upon supplies obtained from the fac- 
tories of a foreign State or upon supplies from 
factories which, though private, are in practice 
under the control of a foreign State. Under 
the Hague Convention, belligerent States are 
only entitled to obtain new stocks from neutral 
private manufacturers and are prevented from 
procuring them from neutral State enterprises.” 

Of course, there would have to be some change in 
international law if the States as a whole took over 
the business of making weapons of warj but I ven- 
ture to submit that the present condition of 
international law is extremely arbitrary on this 
point. A private individual cannot, without breach 
of neutrality, sell a warship to a belligerent State. 
That amounts technically to an ‘‘ expedition,” and 
at any rate in the Alahanui case we had to pay 
£3,000,000 for allowing the export of a warship. On 
the other hand, I observe a movement in the United 
States at this moment, just as there was before the 
War, to prohibit export, even from private sources, 
to a belligerent, and that change might well 
take place. But in any case there seems to 
be no difficulty in making the necessary change in 
international law if the proposal that I have made 
were accepted. 

In dealing with this question, it is, of course, right 
to consider the great change that must result from 
the adoption of the new system in international 
affairs. If the League system were in full operation 
there ought to be no neutrals at all j everybody is 
Ijound under the League system to go to the assist- 
ance in some form or another of the country which 
is the victim of aggression; therefore they would 
be bound not to supply the aggressor. On the other 
hand, they would be quite free to supply the country 
that was the victim of aggression and, indeed, it 
would be their duty to do so under the Covenant. 
In fact, at this minute we are, I understand, making 
a great effort to avoid supplying Paraguay with 
armaments. We are supplying Bolivia, because 
we have arrived at the conclusion that at this 
moment Bolivia is the country which is being 


attacked and Paraguay is the aggressor. That 
would apply, of course, not only to State manufac- 
ture but to private manufacture also. So that the 
whole conception of neutrality undoubtedly .will have 
to be reconsidered in the light of the new great 
international treaties. Certainly if the League 
system becomes established and accepted all over 
the world, as I hope it will be, and as I think 
probably it will, the question of neutrality will 
scarcely arise. 

3. Chairman: Are you passing from the point of 
international law? — I was going on to the remedies 
now. 

4. The only point I wanted to elucidate was this ; 
On the second page of your printed memorandum 
it is stated, “ They would also contend that the ob- 
jection to the establishment of a State monopoly 
which arises from the present state of international 
law relating to neutrality could be overcome by the 
answer contained in the same joint memorandum and 
by other considerations of a like nature.” I do not 
follow that. I could not find the answer. What we 
had in ntind was the passage at the bottom of 
page 28 and tbe top of page 29 of this book*. It 
does not really come to very much. This is wliat it 
saj's : 

“ The problem of neutrality cannot, however, 
be considered solely in the light of the Hague 
Conventions irrespective of the other inter- 
national agreements, more especially the Cove- 
nant of the League and the Pact of Paris, which 
have profoundly altered the legal and moral 
aspects of this problem. Can States bound by 
the Covenant of the League or the Pact of Paris 
use their neutrality as a pretext for treating 
a State which has resorted to war contrary to 
the aforementioned instruments, and a State 
victim of an aggression, on a footing of 
equality? ” 

I read that as intended to convey the kind of argu- 
ment that I iput to you in a rather more developed 
way just now. 

5. Chairman: I quite understand what you have 
.told us and I now follow what you say. — Thank you 
very much. We now come to this question of 
remedies. The latest and I think most effective scheme 
of control that has been proposed is what is called 
the American scheme, and again I ask you to hear 
Miss Courtney on any details of that scheme. Broadly 
speaking, that provides firstly — and this is much the 
most important thing, because it goes to the root 
of the whole matter — for the responsibility of national 
governments. Whether it is done by private indi- 
viduals or in any other way, the government are to 
be responsible, and they must institute such a system 
of licences, both for manufacture and sale, as will 
make that responsibility a real one. The second 
great proposal of the American scheme is the creation 
of a Permanent Disarmament Commission. As no 
doubt the Commission is aware, that is a proposal 
that has been made for a long time past as part of 
any disarmament treaty. Everybody recognised that 
whatever you achieved in the way of international 
disarmament, it would have to be developed in some 
way, and for that -punpose an organ for its develop- 
ment must be created, and that was the reason 
for the Permanent Disarmament Commission. But 
it was always imagined by those who were in favour 
of that Commission that among other functions it 
would have the development of any permanent dis- 
armament treaty, and among its duties would be 
that of supervising this international trade in arms. 
I suppose the Americans felt that it was open to 
some doubt how far the full treaty would succeed, 
and therefore they propose that whatever happens 
you should set up a Permanent Disarmament Com- 
mission for the purposes of this part of its duties, 
and, of course, it can be used for other purposes 
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afterwards. Having set that up, there are to be 
returns made on the trade to this Commission, and 
the Commission are to have the right to send in- 
spectors to examine and ascertain whether those 
returns in fact represent the truth about the 
matter. 

Here I am in a little difficulty, because the pro- 
ceedings of this Committee have so far been, I under- 
stand, nominally in jirivate, but it is pretty well 
known what has happened in private, as usually 
happens in so-called private negotiations. The dis- 
advantage is that there are generally two or three 
accounts of what has happened, instead of one. But 
it is understood that the British have proposed cer- 
tain amendments, the most important of which is 
the abolition of inspection on the spot and the sub- 
stitution for that of verification at Geneva. That is 
to say, all that the international authority would 
be enabled to do would be to receive returns from 
the respective governments as to what exports of 
arms were being made from each country, just take 
note of them, and, if necessary, I suppose, examine 
representatives of the country, who would merely 
produce their books to show that their statement 
was correct as far as those books went. I need not 
trouble you with it at this moment, but there is a 
dispute as to what exactly the returns are to con- 
sist of — whether they are to include the details of 
the export or only the general result of it; the 
amount in money and so on. That is one point. On 
this point I can only tell you what is commonly re- 
ported, that in fact these amendments are 
said to have received very small support besides 
our own from the point of view of numbers on the 
Committee. In one case I think they have received 
the support of one or two governments — the Italian, 
and perhaps the Japanese — and in the other the 
support, of an even less impressive character, of 
certain Asiatic states. That may or may not be 

true. I do not know. There was a suggestion that 

was made before the Sub-Committee sat, and there- 
fore was made in public, that the Permanent Dis- 
armament Commission should not be appointed and 
that some other machinery should be devised for 
that purpose. Then it is only right to add — though . 
it has not so much to do with this particular point 
— that the British Government thought it desirable 
to have some provision made for facilitating an in- 
ternational embargo in cases where there was war. 

I am bound to say that in my judgment a good 
deal of the American draft would be better without 
the British amendments. I should certainly think, 
if you are to have any kind of returns, that merely 
to verify them at Geneva .would be a very unsatis- 
factory procedure. I think it of great importance 
to get a Permanent Disarmament Commission ap- 
pointed. I quite recognise that if you had a treaty 
of that kind, and in addition to that a disarmament 
treaty which fixed a limit both in numbers and 
value for arms for each country, then no doubt it 
would be a very considerable protection against the 
evils to which I ventured to draw your attention. 
Evidently, if there were no particular advantage to 
be gained by competition, since the countries’ arms 
were limited both in number and in value, the 
danger of competition would be very much less; 
at any rate, it would appear to be so. Still, even 
as to that, as I have already pointed out, the com- 
petition in quality might remain, and whenever you 
have any competition in quality between the 
countries you have the dangers of canvassing and 
all the other dangers .which must accrue when you 
have great financial interests engaged in a trade 
of this kind. 

The other point that I would venture to men- 
tion about this question of control is this. it 
depends on a really efficient system of licensing, 
both for manufacture and export. In this country 
I have no doubt that such a system could be estab- 
lished; indeed to a very great extent it exists. But 
I do not feel at all satisfied that that would be true 


of all countries. I think it extremely doubtful 
whether a system of licensing would be very 
successfully worked in every country. You have — as 
one, at any rate, of the members of this Commis- 
sion knows far better than I do — a very elaborate 
system of licensing in connection with the sale of 
drugs. You have there, of course, all the condi- 
tions which make it effective, because you have 
a limit to the amount of drugs that may be bought 
by any country, and very strict control of the fac- 
tories — which are, or may be, limited in number. 
My knowledge of the subject is very much less than 
that of some people, but I must say that such 
knowledge as I have rather indicates that very great 
difficulties, even in the question of drugs, have 
occurred. You have immediately a transfer of the 
factories from one country, where you have an effec- 
tive system of supervision, to another, where it is 
hoped that you will have a less effective system of 
supervision. Those kinds of difficulties arise. I think 
the difficulties would be at least as great in the 
case of the manufacture of arms and, of course, if 
you did not have a limitation of arms it w'ould be 
much more difficult to enforce any kind of effective 
licensing system. Undoubtedly, as long as great 
profits are to be made from a trade of this kind 
you will have, in some countries, a very great 
temptation to evasion; and I am afraid that that 
evasion ivould be successful in those countries where 
the system of government is either not so upright, 
or not so effective, as in this country. 

Therefore, for that and other reasons, I personally 
approve very greatly the system of taking this 
matter into the hands of the various States. I do 
not propose to worry you with any description of 
how exactly that could be done. You will find a 
good description of one method of how it could be 
done in this pamphlet of the League of Nations 
Union, No. 359 — “ The Manufacture of Arms ” — 
which, I believe, you have. You will find in 
Appendix III of that pamphlet a note by Mr. Noel 
Baker, in which he explains exactly how in his view 
the matter could be carried out. I am sorry to say 
that Mr. Noel Baker is at this moment forced to be 
away from England. I hope that before the Com- 
mission closes its business it will have an oppor- 
tunity of hearing him, because he has made a very 
full and complete study of this question. There i* 
a proposal as to how the transition difficulty and 
other difficulties can be overcome. I will not 
attempt to deal further with that. Colonel 
Carnegie, who is here, has given a good deal of 
attention to the subject, and will no doubt answer 
any questions. 

I would refer only to one difficulty that has been 
raised about this matter, and that is the question 
of the definition of “ armaments.” It is said that 
it would bo very difficult to confine nationalisation 
to armaments only. What are you to do about 
all the raw materials, and so on? I think the 
answer is rather well put at page 31 of this book, 
“ Documents on the Traffic in Arms,” in para- 
graph (9) : 

“ The abolition of arms manufacture is not 
designed to concentrate in the hands of the 
State all manufacture that might serve to 
produce arms. The sole object is to reserve to 
the State that part of industrial production 
whereby a product undergoes the first trans- 
formation which renders it unfit for pacific 
purposes and destines it exclusively for military 
use.” 

You will have to have some definition of that kind 
whether you are going to proceed by control or by 
nationalisation. In the American proposals there 
are elaborate definitions of wdiat exactly is meant 
by “ armaments ” for purposes of control, and 
whatever is meant by “ armaments ” for purposes 
of control would be equally applicable to “ arma- 
ments ” for purposes of nationalisation. 
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I am sorry to have detained the Commission so 
long. I have nearly finished my observations. 
Broadly speaking, I would like to submit that the 
case for some drastic change in the present organi- 
sation of the industry is overwhelmingly made out 
and is not really disputed in any responsible 
quarter. I could have quoted statements of the 
present Prime Minister bearing that out. Without 
suggesting for a moment that the only cause of 
war is the operation of the armaments trade, 
because that would be a fantastic exaggeration, yet 
I do not doubt that it is one of the considerable 
obstacles to any system of world pacification, and 
that it is a very serious and important matter. 
Indeed, the appointment of this Commission shows 
that the Government is of the same opinion. 
Finally, I submit to you that as between control 
and nationalisation the broad point is this : That 
if you leave the manufacture and sale of armaments 
in private hands, the only motive that is, or perhaps 
ought to bo, operative, apart from general rules as 
to decency and propriety of behaviour in particular 
cases, the only big motive must be the motive ot 
profit. It is primarily the business of the 
directors and employees to make profits for their 
company ; whereas if the supply is made by the 
government the question of profit becomes of minor 
importance. It is not absolutely excluded— no 
doubt they desire to carry on their business 
ably— hut it is a matter of minor concern. The 
main business of this government, and almost every 
government, must be the maintenance of peace and 
tranquillity in the world. That is, and must be, 
the chief interest of any government that knows its 
business in the present state of civilisation. There- 
fore, they will have to consider that aspect of the 
matter much more than the aspect of the matter 
which depends on successful trading. For that 
reason particularly it appears to me that it would 
he better if the government took over the whole 
business and took it out of private hands. 

6 Chairman: Thank you very much. The first 

question I would like to ask you is this : You have 
from the first, have you not, been very niuch 
interested in the proceedings at Geneva, and have 
taken an active part in them? Yes. 

7. I think you were one of the draughtsmen of 
the Covenant, were you not? — Yes. 

8. Looiking through this mass of papers with which 
we have been supplied, I find also that at one stage 
j’oii were chairman of a small committee appointed 
by this Temporary Mixed Commission to consider 
some proposals for limitation of armaments, which 
were brought forward by Lord Esher? Yes. 

9. I also find this, that you added a proposal, 
which was adopted by the Temporary Mixed Com- 
mission in this form : “ No scheme for the reduc- 
tion of armaments can ever be really successful unless 
it is general ”? — Yes. 

10. That is still your opinion? — Certainly. From 
the point of view of the League of Nations, which 
is an international body, evidently no scheme for 
the reduction of armaments by one country is going 
to do the business. 

11. And when you use the words “ unless it is 
general,” you mean substantially, by all the Great 
Powers? — Certainly. 

12. Of course, we have not directly to deal with 
the question of limitation of armaments. What we 
have to deal with is this question of the control 
or prohibition of private manufacture. That is 
directly, is it not, a matter ancillary to the question 
of limitation?— That is my view. 

13. I notice in the conclusion that is put forward 
on page 23 of your pamphlet No. :147, that your 
Committee go so far as to say this; Whatever 
measures can be agreed upon for the control o 
the manufacture, purchase, sale and export of arms, 
it is of great importance that they should form 
an integral part of the General Disarmament 
Treaty.” Do you agree with that?— Oh. yes, it is 


of great importance. I would not like to be under- 
stood as saying that something of advantage might 
not be done by individual countries as far as the 
control of private manufacture is concerned. 

14. That is what I am leading up to. The next 
thing which I want to ask you about is this : The 
.question with which we have to deal, that is referred 
to in that passage, is one of great difficulty, is it 
not? — Yes, it is evidently of great difficulty. 

15. And Lord Halifax, in the speech which you 

have quoted already, refers to it in this way : He 
says the Government were led to appoint this Com- 
mission for two reasons : First of all, because they 
realised the strength of public feeling — you have 
de'alt .with that— and also because they realised 
what I think the general jiublic does not always 
realise, the extreme complexity of the problem and 
the issues that are bound up with it. Would you 
agree with that? — I think it is rather easy to 
exaggerate the complexity. I have not much doubt 
that if the governments of the world agreed that 
it was a desirable thing to do, it could be carried 
out without much difficulty. r 

16. Complexity involves the difficulty of getting 
everybody to agree, does it not? It certainly in- 
volves difficulty, if it is to be done properly and 
effectively. I will not say you cannot do something 
individually, but to get it done properly and effect- 
ively involves agreement among certain of the laiger 
producing countries. 

17 I see that in this pamphlet. No. 347, your 
Committee say, on page 3: “The Committee has 

met on several occasions, and, having considered 
the problem in the light of all the relevant official 
documents issued during the Disarmament Conference 
up to the present date, is not able to recommend 
that the General Council of the Union should, at 
this stage, be asked to adopt a detailed policy on 
all the aspects of a complicated and delicate sub- 
ject ” ^ — Of course, this is earlier than the 
pamphlet. No. 359, from which I quoted. No doubt 
there has been a certain progress of opinion in the 
Union. Indeed it is stated in our printed document 
that there is a difference of opinion as to whether 
control or nationalisation is the appropriate remedy, 
and in making my statement coming down on the 
side of nationalisation, although, I believe, I repre- 
sent the great majority of the Union, I do not want it 
to be understood that I am pledging every member 
of the Union. I know there are some who strongly 
disagree; they think that control is the M’P™' 
priate remedy. Certainly at the date that this 
pamphlet was written it was a matter of--I do not 
know what words were used then— great delicacy and 
difficulty; but I do not think you must press those 
words too far, because they had some regard to 
the internal conditions of the Union. 

18 1 do not know whether you have had your 
attention called to a document which has been sup- 
plied to us, which is a report prepared by Mr. 
Manley Hudson presented by the American Com- 
mittee in Geneva to the United States Committee of 
Inquiry. Have you seen that? — I expect I have seen 
it. I have not it in mind. 

19 In a passage on page 2 he says: “ Article 8 
of the Covenant of the League of Nations, originally 
proposed as a provision for the abolition of private 
manufacture, states that the private manufacture of 
arms and ammunition is open to ‘ grave objeotions^_ 
and envisages measures to prevent its evil efteots. 
Then he goes on : “ For 14 years, various agencies 
of the League have been engaged in an endea,vour 
to deal with the problems connected with private 
manufacture. First the Temporary Mixed Commis- 
sion then a Committee of the Council, then a Special 
Commission, then a Committee of the Disannament 
Conference, have occupied themselves with the 
problem, and each year for 10 years or more the 
Assembly of the League of Nations insisted that 
something be done. The contest has waged chiefly 
over the proposed abolition of private manufacture, 
short of that step a licensing system was proposed 
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for private manufacture, with publicity required as 
to both private and State manufacture.” That is a 
fact, is it not? — Undoubtedly there was a very strong 
division. I think you will probably find in the 
Temporary Mixed Commission’s debates a very con- 
siderable difference of opinion . as to whether 
nationalisation or control is the proper remedy ; in 
fact I think the Temporary Mixed Commission re- 
ported in favour of control as the only thing upon 
which they could get something like unanimity. 
They were all in favour of control but they were 
not all in favour of nationalisation. I was at that 
time representing the British Government and I 
suspect that you will find — I have not looked back 
at the record — statements in which I advocated 
control, rather than abolition, as the practical thing 
to be done at that moment. But since then there 
has been a very considerable change of opinion on 
the subject internationally. At that time the United 
States were vehemently opposed even to control. 
They said it was impossible for them to do anything, 
because of their constitution. They have now aban- 
doned that attitude altogether, and they say they 
can propose control. In the same way the French 
Government have now become much more definitely 
in favour of nationalisation than they were then. 
At that time the French members were divided in 
the Temporary Mixed Commission, some being in 
favour of control and some in favour of nationalisa- 
tion. Now, I believe, they are all in favour of 
nationalisation . 

20. The present proposition which is under dis- 
cussion, the American proposition, is founded upon 
control, is it not? — Yes, it is. What has happened, 
as I understand, is that there was a debate in the 
Conference itself. A considerable number of people, 
including the French, argued vehemently for nation- 
alisation. The British Government in effect ex- 
pressed itself as hostile to nationalisation at that 
time, and in view of that the Committee has been 
seeking some measure short of nationalisation which 
they think might receive international unanimity, 
and that is the origin of the American proposal. I 
understand that that is what has happened, but, 
of course, that does not alter my opinion as to 
which would be the more desirable if we could get it. 

21. It is extremely important, is it not, to come to 
some agreement if possible? — Yes. 

22. And one may have to give way on one’s oiwn 
convictions in order to secure agreement? — Unques- 
tionably. That is, of course, true of everybody, and 
you have to have in international matters, as you 
are well aware, and particularly matters of this kind, 
if not absolute unanimity, unanimity of the more 
important Powers, in order to do anything effective. 
Therefore it might well be, even if the British Gov- 
ernment could agree on nationalisation, they might 
find it impossible to secure unanimity on that point. 

I can only say this : I should, very much like the 
British Government to try. I have a strong feeling, 
from my experience of Geneva, that if the British 
Government were to go all out for any of these pro- 
posals, their position in the world is such that the 
prospect of unanimity would be very great. 

23. Are you acquainted with the grounds upon 
which the British Government have put forward their 
proposed amendments to the American scheme? — 
Not more than appears from that speech of Lord 
Halifax ; I have no private information, and if 1 
had I am afraid that I should not be at liberty to 
give it to this Commission without the leave of the 
Government. As matter of fact I have no private 
information on the subject. 

24. We have been supplied with a statement which 
indicates that the British Government’s proposal is 
put forward upon the ground that it is more likely 
to receive general acceptance than the American 
original proposals. — I know. 

25. They may be wrong, but that is the ground 
they have taken. — You are taking me on the very 
broad ground of policy, but I have no objection at 


all. 1 would say it is a pity for the British Govern- 
ment to take that kind of attitude. They must 
make reasonable proposals, of course; but if they 
think one proposal is the right iiroposal, they 
should make that proiposal, and let other Powers 
make objections. My experience with the League 
is that if you do that with vigour, if you are 
right, you will find an extraordinary rally to 
your opinion. I should like the British Govern- 
ment to put forward a proposal for definite abolition, 
and say that in their view that was the iiroper 
remedy. If they did that, although I cannot tell 
for certain, I believe the Germans would accept it 
and I think all the smaller Powers would accept it. 
You might have difficulty with the Americans — I do 
not know — but you would certainly have a very large 
majority of acceptances, and then it would be a 
question whether the countries which were opposed 
to it, whoever they might be, would think it worth 
while to hold out against something which the great 
majority of the governments desired and probably 
an even greater majority of the peoples. 

26. Your Union recommends us and recommends 
the Government to accept the American proposal? 
— Oh ! yes. I certainly recommend it. It is a stage 
in the right direction. 

27. IVe have to consider the grounds on which the 
Government is putting fonvard these amendments? 
—Yes. 

28. And to take the whole matter into considera- 
tion? — Certainly. There is another argument that 
they have used in public. They think it would be 
a simplification to avoid these inquiries on the spot, 
and, of course, it would be a simplification to get 
rid of the Permanent Disarmament Commission. 1 
am not clear whether they are prepared to insist 
on the latter point. From the language of Lord 
Halifax I should gather they would not be prepared 
to insist on it if they found a majority of the Com- 
mission were in favour, but on the question of 
examination on the spot I admit that this would not 
be so simple a business as merely to send in reports 
to a central body at Geneva, which you must have 
if you are going on with that Convention, which in 
any case I think you ought to do. 

29. May I now consider more closely the terms of 
our reference ivith reference to your evidence. What 
we have to do is “To consider and report upon the 
practicability and desirability (both from the 
national and international point of view) of the 
adoption (a) by the United Kingdom alone, (b) by 
the United Kingdom in conjunction with the other 
countries of the world, of a prohibition of private 
manufacture of and trading in arms and munitions 
of war, and the institution of a State monopoly of 
such manufacture and trade.” You have the terms 
of reference, have you not? — Yes, I have them before 
me. 

30. With regard to the limitation of armaments, 
you have expressed the opinion that no scheme can 
ever be really successful unless it is general. Would 
your opinion be the same in reference to those two 
points that we have to consider — ^prohibition or State 
monopoly? — I should certainly say it can never deal 
with the whole evil unless it is general. The broad 
evil is the existence of financial interests which are 
in favour of war and hostilities, and unless you can 
get rid of all those financial interests you are evi- 
dently not dealing with the whole evil. I should 
say there was no evidence, to put it mildly, that 
the British manufacturers were the worst. There- 
fore if you only deal with the British manufacturers 
you only deal with a fraction of the whole evil. In 
that sense I have no doubt at all that the prop,er 
thing to aim at is a general scheme. 

31. Assuming we start from the point of view that 
it is, I will not say absolutely necessary, but that 
it should be general to be effective, then it would 
lose a great deal of its power and influence if it 
is not general? — Certainly. 
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32. In considering the question whether from a 
national or international point of view it is prac- 
ticable, must not one consider the possibility of agree- 
ment? — Yes. 

33. Can you say it is practicable from an inter- 
national point of view unless you come to the 
conclusion that there is some probability of agree- 
ment?— -I think the best way of ascertaining the 
probability of agreement is to try. That is where 
I i-espeotfully disagree with the policy of the Govern- 
ment. I think it is a pity to go about making private 
inquiries too much beforehand, because I think people 
are much more unreasonable in private than they 
are in public. If you put forward a proposal which 
is in itself reasonable and commends itself to the 
general opinion of mankind, I think you will find 
that governments are reluctant to oppose it in public, 
and particularly if it is put forward by a Govern- 
ment of the authority of the British Government. 

I need not go into the international position, but 
everybody knows that in the w'orld as it now exists 
we must have a very exceptional authority compared 
with other nations. We stand a little apart, and 
on w'hichever side five throw our weight it will 
probably be decisive. Therefore w’e have immense 
authority and responsibility. And in my view, the 
best way to ascertain what is practicable is to put 
forward our proposals reasonably — not putting them 
forward as an ultimatum and saying, “ There they 
are, and we will not take anything less”. Let us 
hear what the objections are, and if they are in- 
superable you will have to make concessions. Anybody 
who has had exiierience of Geneva knows that you 
do not get exactly what you want in the first 
instance. You put forward your proposals, you see 
what objections are made, and, as in Parliament, 
you accept amendments in order to get general 
agreement. 

34. That is so far as the international point of 
view is concerned. Prom the national point of view. 
Parliament can always do what it wishes? — Yes. 

35. But either course is of very little practical value 
unless it is general. Is there much practical value 
in any one country alone adopting either the one or 
the other? — There are two questions. As to this, I 
shall have to be rather careful as to exactly what 
I say. There are many people who would say that 
this trade is so repulsive that it ought to be abolished, 
like the slave trade. Exactly the same arguments 
were used when it was a question of the abolition 
of the slave trade. It was said, “ You should not 
abolish it; all you will do is to injure British trade ”. 
All sorts of arguments were used, and very highly 
respectable people were vehemently opposed to 
touching the slave trade. They thought it would be 
disastrous not only to the fortunes of the people 
engaged in it, but to the fortunes of the country. 
The very strongest language was used. If you take 
the view that I myself take, that this is a trade 
comparable to the slave trade from the moral point 
of view, then I am certain that j^ou ought to abolish 
it in this country in any event. That is to say, you 
ought to abolish the element of private profit. If 
you can so control private profit by such measures 
that you can get rid of that first motive, and yet keep 
alive private manufacture, I should see no objection 
to it ; but I think it would be very difficult in practice 
to do it. Therefore I am personally in favour of the 
abolition of private manufacture in this country even 
if the other countries would not agree. I fully agree 
with what you are suggesting, that from the jioint 
of view of putting an end to the evils of the system, 
the adoption of those measures by one country would 
evidently foe of infinitely less importance than^ a 
general adoption. That is approaching the question 
from a moral ipoint of view. From the financial 
point of view, I do not see any reason why 
you should not do it in this country ; ^ I 
do not see that it would hurt us at all to do it. 
I do think that it would not be very much good 
from the point of view of getting rid of the whole 
evil ; that is to say, you would still leave quite a 
number of sources of the evil ; you would only get 
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rid of some, and perhaxis not the worst, sources of 
evil, if you abolished the trade in this country. But 
I do think you have got to consider the moral asiiect 
of it. To avoid the use of the word “ moral ” I 
have said “ emotional ” in my evidence, but 
“ moral ” is the more correct term. It is important 
in a democratic country to have that in mind, and 
one must not forget that the example given by 
this country would be of some value — one cannot 
know how much — as it was in getting rid of the 
slave trade. We abolished the slave trade in our 
own country and everywhere in our possessions, or 
the greater part of them, at considerable cost, and 
for some time other countries did not follow our 
lead, but they did follow it eventually ; and at the 
moment there is no difference, at any rate on the 
statute book, between us and all the other civilised 
countries on that point. 

36. The next point I ask you to consider is this : 
Supposing it is practicable to come to some general 
agreement about creating a State monopoly and 
abolishing private manufacture, what would then be 
the position? “Arms” — I will use the general 
term — would only be procurable from the State, but 
the State could still continue to employ a private 
firm to manufacture arms ? The setting uii of a 
State monopoly would not iiut a stop to that? It 
would have to be very carefully controlled ? — 
Obviously, if the private firms were allowed to have 
any voice in the sale of the exported arms, it would 
merely be introducing by a back door the evils that 
already exist. 

37. What was in my mind was this, that unless there 
were some form of general limitation of armaments 
it might suit some governments to turn trader ?— Yes, 
it might. 

38. It might suit some governments to make a 
profit and to employ private firms to manufacture 
for them? — Yes. 

39. Then does it not necessarily folloiv that a 
State monopoly without limitation of armaments 
would be of little value? — I think it would be of 
much greater value with a limitation of armaments, 
as indeed anything that you are going to do with 
armaments must be, but I would not quite agree 
with you that it would be of little value. If you 
had all armaments manufacture in the hands of the 
State, I think you would have very much less 
probability of the kind of evils that admittedly exist 
in the trade. You could scarcely imagine, for in- 
stance, a State employing a man like Shearer to go 
and prevent the conclusion of a treaty for the limi- 
tation of armaments. They would not need to do 
that, and they would not do it. And it is very diffi- 
cult to imagine that the so-called Skoda scandal in 
Koumania, or the so-called Mulliner scandal, earlier, 
would have occurred if the supply of arms had been 
in the hands of the State. I cannot imagine that 
you would get the same kind of scandals or evils. 
That there would be at times a motive for the State 
to sujiply arms, I do not deny. But it seems to me 
that States have so much larger and wider con- 
siderations to govern their policy, than the question 
of making a little profit out of arms; because, of 
course, it is a little profit compared with other State 
interests. They are less likely to be moved by 
motives of profit to do things which are against the 
peace of the world. 

40. Thank you. That was all I wanted to ask 
on the first branch of our reference. The second 
branch of our reference deals with abuses. I notice 
in this little pamphlet issued by your Union, 
No. 347, under the heading “ Evil effects of private 
manufacture ”, your Union adopts the description of 
the abuses which were contained in the ^ Beport of 
1921 of the Temporary Mixed Commission of the 
Assembly of the League. You will find that on page 
4. — Yes. 

41. That is rather a formidable list, is it not? — 
Yes. 
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42. You tiiink it is fairly exhaustive? — I should 
think so. I remember vei-y well that being put in. 
It was not put in as the view of the Temporary 
Mixed Commission. It was put in merely as a state- 
ment of the kind of objections that we knew, from 
the evidence given to us, were made to this trade. 

43. This question of the abuses in the trade is 
really a minor concern, is it not, compared with 
the major question of control or limitation? We 
are not considering the question whether you can 
get rid of abuses and by that means be relieved 
of all the difficulties in connection with the trade; 
the question we are asked is wihether or not by pro- 
hibition or control you will so regulate matters that 
these abuses will either die or be perceptibly 
diminished. For instance, if you have a State 
monopoly, as (has been pointed out just now, you 
can hardly assume the possibility of the continued 
existence of those abuses .P — No. 

44. And the same if you have effective control, 
the possibility of this class of abuse is very much 
diminished? — Yes. The difference between the two 
remedies is that by substituting the State for the 
private individual you would remove the temptation 
to commit those offences, whereas by the imposition 
of control the temptation would still remain, though 
you might be able to prevent that temptation having 
practical results. 

45. The question of the existence of these abuses 
is only an incident in the nffiole question? Our 
decision does not depend upon whether it is possible 
to get rid of the abuses or whether it is possible to 
reduce the abuses? — I am not sure that I should 
bo able to assent to that proposition as you state 
it now. I should have thought that, granted the 
existence of the kind of abuses which I indicated, 
and udiich are indicated in a number of papers, 
the object of this Commission is to suggest the best 
way of getting rid of them, having regard to other 
considerations. 

46. You think the best way would be either by 
controlling the trade or by nationalisation? — I am 
afraid I am not following exactly your question. If 
you mean that, for instance, armaments manufac- 
turers should not have any newspaper connections, 
I should not think that at all a useful proposal, 
because it could be evaded directly if they wished 
to do so. In the same way, if you were to go into 
many of the matters raised before the American 
Committee of Inquiry — the question of agents, of 
bribery of governments, and that sort of thing — 
those do not seem to me to have a direct bearing 
on the subject that you have to consider. That is 
my feeling. 

47. That is what I am endeavouring to find out 

from you, but I do not wish to go through this 
list in detail. There are one or two questions that I 
would like to ask about what you have just told 
us in the statement of your views. You said that 
you thought that the cost of armaments was a direct 
incitement or inducement to war. Is it the cost? 
Supposing, for instance, a State decided to increase 
either its army or its navy, its neighbour would act 
upon that, not upon the question of what the cost 
would be. It is the fact that its neighbour is in- 
creasing either its offensive or defensive forces that 
is the inducing motive for action, is it not?— What 
I meant by cost was this : I took the condi- 

tion in Germany and to some extent in France 
before the War. There 5'ou had perpetual increases 
made in the German army and navy, one after 
another. Of course, the increases were reflected in 
the budget ; taxes had to be imposed ; everybody who 
ivas familiar with Germany said there was a very 
considerable irritation at this growing cost, and 
in order to meet that irritation the German Govern- 
ment had to explain why that cost was necessary. 
In doing that they had to say, “ We have got to 
increase our cost because ” — in effect they said — 

“ without that we shall not be able to resist France, 
and we regard France as the great danger.” The 


same thing is happening at this moment in Ger- 
many. The case for the recent German action has 
been their fear of attack by France. They say they 
are at the mercy of France; that France at present 
has overwhelming power. The Germans say, “ We 
are not only at the mercy of France; we are at the 
mercy of any foreign Power as long as we are not 
allowed to rearm.” They have put that across in 
Germany to a great extent, so you have great popu- 
lar agitations in favour of rearming, so as to make 
them safe against foreign danger. That necessarily 
involves the elevation of one or more foreign Powers 
as the potential enemies of Germany, and that 
means, of course, an increase of the difficulty and 
tension and ill-feeling between those countries. 
Unless I have entirely misread the years before the 
W^ar, that was one of the great causes of the state 
of feeling in Europe which, when the murders took 
place and the match was thrown in, resulted in the 
general blaze. It was the attitude of hostility and 
general enmity. I could quote the late Lord Grey 
to that effect. He made very strong statements that 
it was the piling uii of armaments against one 
another, and all the accompaniments of that, which 
created the state of mind which led to war. 1 do 
not know whether I have made my point clear. 

48. Yes. I should have thought myself that the 
cost was a deterrent. You take the other view?- — 
Of course, no doubt it makes governments less 
anxious to spend money — at least, some govern- 
ments — but the point is that once they have made 
up their mind to spend the money, they have to 
justify that expenditure, and in doing so they have 
to arouse the national feeling and the xenophobic 
feeling in their own country. 

49. Just one question about the trade generally : 

I understand that your view is this, that the trade 
is so well organised, and takes such full advantage 
of all the opportunities afforded by the Press and 
so forth, that it has acquired an influence which is a 
danger and which ought if possible to be reduced ; 
not that the trade is in itself from this point of view 
any worse than any other trade. It is not carried 
on in a worse way than any other trade? — No. 

50. But the fact that it deals in armaments, and 
is so well organised, and is taking advantage of all 
the opportunities of Press publicity, makes its in- 
fluence a danger? — I would rather put it in this 
way, that the existence of the princijile that arma- 
ments should be a source of profit is bad in itself. 
In so far as it has an influence, that influence 
becomes obviously greater in proportion to the 
existence of the trade ; and the more you can show 
that this trade extends to a very large degree all 
over Europe and — not more than any other trade, 

I agree, although I do not know very much about 
trade — has relations with other countries, it must 
have a very powerful influence. 

51. Dame Dachel Crowdy : I had a very large 
collection of questions to ask Lord Cecil after read- 
ing through the Union’s paper, but he has answered 
a good many of them in his presentation of the 
case. I was also going to raise the question that 
the Chairman has raised in this last discussion. 
Therefore, I am rather more limited than I expected 
to be. I would like to go back, if I may. Lord Cecil, 
to some of the details that you quote, and particu- 
larly to the Chaco case. I was very much impressed, 
in reading the Union’s Outline of Evidence, not only 
by what you say in the Annexe, in Note A, but by 
what you say on the first page. “ The continuance 
of the war between Paraguay and Bolivia, despite 
the repeated efforts of the League of Nations to 
bring it to a conclusion, was made iiossible, accord- 
ing to the report of the Chaco Commission of the 
League, by the constant supply of arms to the 
belligerents by armament firms in other countries.” 
Then, under Note A you say that those arms were 
supplied to the belligerents by American and Euro- 
pean countries. I should very much like to ask if 
you have any reason for believing that British firms. 
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or firms created as British firms, took part in the 
supply of arms in this iiarticular war or are taking 
part in the supply? — I think you had better ask 
somebody else about that, Dame Rachel. 

52. Perhaps evidence will be given by one of your 
colleagues? — I should think so. I think the evi- 
dence, broadly speaking, is this, tha,t there was a 
very considerable export from this country of 
ammunition to both Bolivia and Paraguay. There 
was a certain exiiort of arms, but not so large. 1 
have here the whole of the figures, which I believe 
come from the Board of Trade, and 1 shall be very 
glad to hand them in if you like to look at them. 

53 Chairman : We have got them already, I think. 
Vame Itachel Crowdy. I do not know whether it 
would be in order to ask the names of the firms who 
exported?— No doubt the Government could tell you; 
I could not. 

54. They were presumably exporting under licence? 
—They must have had a licence, I presume. 

55 From the Board of Trade ? — I presume they 
had a licence. I do not know anything about it. 


66. Chairman: We shall get that evidence from 
the proper authorities and from the firms, no doubt. 
—I am afraid 1 cannot go any further. 

57. Vame Bachel Crowdy: 1 should like Lord 

Cecil to expand his statement on the comparative 
efficiency of private manufacture and State manu- 
facture as he himself knew of it in the Great Vai. 

It is a very interesting problem. One heard people 
say so often that efficiency would suffer if piivate 
enLrprise were abolished ?-Mr. Syrett knows moie 
about it, but my recoUection is that this is a at 
happened originally. The Government found that 
they required immensely more armaments than they 
had anticipated— than anybody had anticipated, wh ii 
they' saw the kind of numbers that were engaged in 
thf War-and the official provision for was, of 
course quite insufficient. They then turned, in the 
first instance, to the various armaments “anufa^ 
turers and gave orders for various things. I am 
ieak'ng out of my own recollection, which may be 
inaccurfte. They found that in 

armaments manufacturers combined to pwi 
th^r own resources-that they were unable 
ti act independently-so that m fact the Govern- 
ment only got one additional source and that at 
a very coLiHerable price. After trying that for a 
comparatively short time they set up the Munitions 
Apartment with the view of taking over the whole 
supply, the import as well as the manufactuie of 
miinitions. Then, under the inspiration of Mi^ 
Lloyd George and other people, they expanded that 
to an immense extent. I do not think I am com- 
mitting any breach of confidence when I say that 1 
remember hearing from Sir Erie ° J 

a great deal to do with it, the kind of feveiish 
activity in which they were engaged in order to 
create 'this gigantic State monopoly, and from that 
moment the private firms faded out altogethei 
They no longer had any independent existence at 
any rate they did not play any considerable part 
during a large period of the War— and from the 
Report of the McKinnon Wood Committee, vL'ch 
examined the question, I believe you will find tha 
the Governmont found that, although it was fright- 
fully expensive doing these things, it was not so 
costly as if they had had to rely on private enter- 
prise. But I am speaking with all reserve. I have 
not looked right into it. 


58 If a State monopoly were set up, you do not 
think it would lead to loss of efficiency?— I see no 
reason to think that it would. And, after all, it is 
not as if we were starting a new State experiment; 
there is a very large State manufacture at present, 
and I think you will find that those at present 
engaged in it will hotly deny that the State busi- 
ness is any worse managed that that of private 
firms. 


69 The only question is whether there would be 
an increase of cost because competition would be 
removed?- You would have the internal competition 
removed, certainly. 

60. And iirofit making would be abolished? 
Profit making would become a very minor considera- 
tion. That is the main point, and so far as this 
country is concerned it would not have any influence 
on policy at all. 

61. I, and I think the other members of the Com- 
mission, very much wanted to hear an expansion 
of your proposals for nationalisation and how you 
think a monopoly could be brought about. I 
I imagine from what you have said that that matter 

will be dealt with by later witnesses?— You will find 
that by far the most elaborate version of it that I 
have come across is in Appendix III on pages 24, 
26 26 and 27 of Pamphlet 359. There, I think, the 
whole of the difficulties- at least, all that occur to 
me— are faced. Probably Colonel Carnegie can give 
you detailed information on that point, if you 
require it. I cannot give you any more. 

62 I was particularly interested in the national 
board which is spoken of, and I wondered if we 
should hear more about that? — I think I must leave 
that to those who are rather more technically 
equipped than I am. 

63. Mr. Spender : One of my difficulties personally 
is to get into my head the proper definition of an 
armament firm. As one reads the Proceedings of the 
American Inquiry it is brought home to one that 
to make the armament firm the sole villain of the 
piece is to let other people off much too easily. The 
firms which seemed to nlay the greater part were 
not the armament firms in some cases, but the great 
Steel Trust. Mr. Shearer, whose name has been 
mentioned here, was, I think, the nominee of the 
steel industry ? — Yes, the Bethlehem Steel Corpora- 
tion. 

64. And again in France it is not the armaments 
firms which have this influence over the Press— 
it is the Comite des Forges?— Yes. 


65. If we are to nationalise, how are we to prevent 
the same profit-making going on by the great indus- 
tries, and the same pressure being brought to bear 
by them on governments as is now attributed to 
tiie armament firms? Take the chemical industry.'' — 
I quite agree that that is a point which has to be 
met, but I think the answer to it is this, is it not, 
that the greater part of the evils arising from this 
trade if not the whole of them, arises from the 
attempts to sell the finished article, and the question 
of whether they are going to supply a certain amount 
of steel to the government — I take that case for 
the purpose of manufacture of armaments would not 
be a very important matter to them. They would 
not have any substantial control or any means of 
controlling the amount of steel that the government 
would require. The test that is suggested in the 
passage that I read just now is this : Is the product, 
which is being made, ready for use as a weapon 
of war? It is that process which constitutes the 
essential part of armament manufacture. As long 
as that process is in the control of the governments, 
then they really have the means, and the duty, and 
the inevitable power of preventing the abuses which 
take place. 


66. If one applied that to the agitation of, _ we 
ivill say Mr. Shearer and other similar agitations 
ivhioh l’ myself have witnessed in Washington and 
elsewhere, would it make any substantial difference. 
Because there you had the ship-building interests, 
and the effort of the propagandists and their lobby- 
ing was directed to keeping up the level of ship- 
building' in order to make profitable business foi 
steel concerns?— It is conceivable that if the only 
people who were to be the sellers of the cruisers that 
were in question in the Shearer case were the go-vern- 
ments the Bethlehem Steel Corporation might have 
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thought it worth while to send out Mr. Shearer 
because they were afraid that the result of an agree- 
nient would be to diminish the demand for cruisers, 
and consequently the demand for steel. ’ 

6/. He was doing that? — Yes, but it was niuoh 
more than that. It was the direct demand for the 
guns and the actual ships that he was concerned 
with. There would be an indirect demand for the 
raw materials no doubt j but in that case the motive 
surely would be infinitely less for private firms to 
.spend money on sending out individuals to prevent 
international agreement. And in any event such 
agents would be met by the representatives of the 
governments in whose hands were the actual furnish- 
ing of those guns. I should have thought they 
would thus be in a very much weaker position. 

^ 68. I do not want to press it, but it is a rather 
important ;^int. All these concerns would have 
y®ry gieat interest, especially in naval production, 
in keeping it at a high level?— I admit that the 
existence of arms must make a demand for steel, 
and for coal if you like, and that therefore you 
might say that the coal miners ought to be sending 
out people to stop these negotiations. But they do 
you get far enough from the finished 
article, the motive becomes so attenuated that it is 
not worth while spending the money. I am afraid 
I cannot give you any better information. 

69. I have read, in the Proceedings of the American 
Academy of Science, an article in which somebody 
who was watching the American Inquiry argues that 

it must lead to nationalisation of everything? If 

that happened you would have to take fresh measures 
that is all I can say. ^ 

70. Pilofessor autteridge : As a matter of fact no 
country had a State monopoly before 1914. That 
is correct, is it not? — I should think it is correct. 

71. So that we have not any experience at the 
moment of what the position would be if there 
were a State monopoly and war broke out very 
suddenly. We are facing a new situation there, 
are we not? — ^I suppose we are. 

/2. And I think you would agree that that is 
the kind of thing we have to consider amongst other 
matters ? — Oh, certainly. 

{Adjourned for a 

On resuming: 

84. Professor Chittendge : You suggested that it 
might even be a good thing for this country, to adopt 
nationalisation unilaterally ? — Yes. 

85. Would not there he a certain difficulty there? 
That is what is rather troubling me. We should 
have to change over from our present system to a 
State system at a time when nobody else was doinn 
it?— Yes. 

86. It would be a disadvantage whilst that process 
was going on, would it not?— I do not think so. Of 
course, we have a State system to a very large ex- 
tent; we have Woolwich, for instance, and other 
State factories, already. It would merely be ex- 
tending that part of the system and diminishing 
the other part. 

87. But it would mean, would it not, the establish- 
ment of new factories and a certain amount of 
absorption of labour, and so on? — It might; but 
I should have thought the probable course would be 
taking over certain portions of the existing factories. 

88. You mean buying them out.P — Yes; or giving 
them stock, or something of that kind — government 
stock— and buying them out in effect. 

89. That [would cause a good deal of dislocation 
for the time being, would it not? — It might. It 
would not necessarily have to be done all at once; 
it would be a thing that you would do gradually. 

I do not pretend to be an expert. 

90. I was not suggesting that. I was wondering 
whether the point had occurred to you; that is all? 

— Yes, it has occurred to me. 


73. We have to consider the national safety? — 
Without a doubt. If you are satisfied that the exist- 
tence of private manufacture is an important element 
in national safety, you will give it great w^eight. 

74. The thing is experimental to the extent that 
it has not yet been put to the test? — Yes, but the 
answer to that is that if it were put to the test 
it would be a good thing. 

75. I am not saying that it would not, but there 
is that possibility that I have indicated? — Yes, I 
am not saying that the other system would not be 
equally good; all I am saying is that it was not an 
effective element in the national defence durine the 
Great War. 

76. The situation would be different in the case 
that I am putting to you, that of a State monopoly 
and a sudden outbreak of war. That is a situation 
that, so far as I am aware, has never yet been put 
to the test? — I suppose that is true. 

77. I am anxious to have your views about this. 
Do you not think that there are certain difficulties 
in the way of inspection on the spot in a system of 
control? — There are great difficulties. 

78. It would lead to a great deal of friction, would 
it not ? — I do not think so, if it were a general 
thing. Of course they had a very elaborate system 
of inspection on the spot after the War. 

79. It was unsuccessful, was it not? — ^I would not 
say that. 

80. There was a great deal of evasion, was there 
not? — Not according to one view. There was very 
little evasion; there was some evasion no doubt, 
but I should have thought that, broadly speaking, 
it was fairly successful. The difficulty lay in the 
fact that it aroused such violent national feeling; 
it was the imposition of inspection on a beaten coun- 
try. Here it would be inspection to show what were 
the actual resources of the country in armaments. 

81. There was a certain amount of amour propre? 
— Oh, yes, it became a patriotic duty to evade dis- 
closure. But if the kind of inspection now contem- 
plated were instituted it would be instituted by 
agreement. 

82. We should have to modify our national legis- 
lation, should we not? — I should think so. 

83. The Official Secrets Act and so on? — Yes. 

short time.) 

91. Is there not rather a dangerous transition 
period there? Let me put it in this way; There 
would be a period of transition which might be dealt 
with possibly by negotiation, if we did it uni- 
laterally? — If the opportunity came about of doing 
it, you would have to do the thing reasonably, 
obviously. 

92. Sir Thomas Allen: You quoted a statement 
made by Lord Halifax in the House of Lords? That 
statement did not express either his view, I take 
it, or the view of his Government; but rather was 
his idea of the position that public opinion had 
reached at the present moment with regard to 
the position of arms? — I think you are probably 
right ; it was summarising public opinion rather than 
expressing his own; at any rate, that part of it 
that I read. He went on to express his own opinion 
later. 

93. He laid a good deal of emphasis on profit 
motives? — Yes; that is the thing. 

94. Telling us that public opinion is deeply moved 
by the fact that profit is derived from making and 
selling arma,ments. Are we to understand by that 
the elimination of the profit motive? — I should think 
so, certainly ; that is to say, private profit and all 
that that brings with it. 

95. But you would agree that the arms manufac- 
turers are not the only people who take profit out 
of the traffic in arms?— I should think that probably 
is true. Obviously the shipping companies take part, 
in their freight business, and »o on. 
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96. But are not enabling credits put up and loans 
floated sometimes by State action, with State 
authority? To put it in another way, firms could 
not effect sales at aU unless loans were advanced 
previously? — I am afraid I do not follow your 
question. 

97. Enabling credits are put up for the various 
nations to buy the armaments; the armament firms 
themselves do not give credit to the various 
nationals who want the armaments? — They sell to 
the governments, of course. Under our system they 
cannot sell, as I understand it, to private indi- 
viduals; at any rate, not to any large extent; they 
have to sell to governments. 

98. And the governments themselves would float 
the loans?— The foreign governments would float 
the loans, no doubt. 

99. Would you agree that whilst armament makers 
make their profits in the main from economic motives 
which lead to one country quarrelling with or con- 
quering another, that does not come from the arma- 
ment firms?— I should think it was very, very 
exceptional that the sale of armaments is the main 
motive, but I think the existence of the system 
does contribute very largely to the keeping alive 
of that kind of frame of mind between nations which 
is the main motive. 

100. Assuming for the moment that armament 
firms have profited vastly by the war between Para- 
cruay and Bolivia, the gain sought there is sought 
by both sides for wider territory, is it not?— No 
doubt. 

101. There is a motive sometimes greater even 
than the motive of armament firms getting profit 
out of war? — Certainly. The actual proximate 
motive of war is obviously not the armament firms ; 
it is the motive of the countries ; but the armament 
firms or the system, rather, of selling armaments 
for profit does, in my judgment, contribute very 
largely to the atmosphere which renders those motive 
the effective and particular cause you mentioned. 
No doubt it would have been very difBoult lude^ 
for those countries— at least, so the League Commis- 
sion found — ^to have gone on with that particular 
war without the assistance of the armament firms. 
That is a different aspect of the thing altogether. 

102. Can you take it, then, that the members ot 
your Union are convinced that, so long as the manu- 
facture of arms is deemed a part of national defence, 
it must for the future be regarded in the lign* ^ ®- 
national service and not as a legitimate field tor 
profit making?— That is our conviction. 

103. As being too dangerous a weapon to be lett 
in the hands of private enterprise?— That is so. 

104. Your Union hold the view that to deprive 
the weapon manufacturer of the incentive to gain 
is a very important step in the removal of the 
infiueuces which now divide the nation’s conscience? 

— I think so. , „ t. u j. 

105. Y’ou referred to the National Peace Ballot. 
You have been asking people to make a definite 
declaration on the question of peace or war— what 
action and machinery they favour for the purpose 
of preventing war? — That is so. 

106. Is this the significance of the Ballot, that the 
people have seized upon it as their opportunity to 
make what they believe to be a real and timely 
contribution to national security?- 1 think so. 

107. What effect has the National Peace Ballot 
had upon the Union and its activities? Has it 
increased or decreased the membership ? Theie has 
been an increase of membership. 

108. Would you agree that, notwithstanding the 
enormous success of the Ballot, the political and 
traditional obstacles in the way of the proposals 
that you outline are still enormous and less easy to 
be overcome than the taking of profit out of arms 
manufacture? — You mean the other questions? 

109 Yes?- — Well, of course, the first question is 
support of the League. There is no insuperable 
difficulty about that. The second question is general 


disarmament. We know there are very grave diffi- 
culties about that, because we have had experience. 
The third question is the abolition of air armaments. 
There are certainly very grave difficulties about that, 
and it is one of the questions on which there has 
been relatively more doubt in the answers. The last 
question, of course, is sanctions, economic and 
possibly militai’y. No doubt there are difficulties 
about that, but it fair to observe as to the first 
question and the last two questions that they are 
merely saying in effect : Do you approve of the 
Covenant? 

110. You are aware that we are to inquire, if feas- 
ible, as to whether it is possible to nationalise this 
trade? — Yes. 

111. Do you hold the view that the matter of arms 
construction can be solved as a separate problem ? 
— I think I have already answered the Chairman on 
that matter. In my view it would be a very im- 
portant element in the solution if you could get a 
limitation of armaments. That would make it much 
easier. Whether j-ou proceeded by way of national- 
isation or by way of control, it would eventually be 
a very much easier problem to deal with if you could 
get an international limitation of armaments. I do 
not know whether I am answering your question, but 
I am doing my best. 

112. Would not, say. State factories acting only 
as the finishing instruments collapse as a business 
proposition in the first hour of crisis? — Do you 
mean to say the moment war broke out? 

113. Yes? — I think it is true to say that all these 
provisions which aim at disarmament would come to 
an end when war broke out. The purpose of them 
is to make it less likely that war would break out, 
not to control the operations of war once that took 
place. I have no doubt that every government will 
do what it thinks is necessary for its own safety 
once war has broken out. 

114. And you think that we can effectively 
nationalise armament construction without national- 
ising a large slice of our general industry? — I think 
so. 

115. Now with regard to monopoly. Do you see 
any insurmountable practical difficulty in the way 
of State monopoly? — I do not myself. 

116. You answered a question put to you by Dame 
Rachel Crowdy with regard to the drug traffic. 
Would the arms traffic, by reason of its precision and 
size, be a simpler proposition to control than the 
drug traffic ? — I think it is fair to say that. I think 
that is true. 

117. Given a State monopoly of manufacture, who 
is to be the salesman ?— The government. 

118. While arms continue to be produced, how are 
those non-producing nations to acquire their re- 
quirements under State monopoly, purely national 
or international? — They would have to buy from 
governments that produce. At present they buy 
from private manufacturers, of course; and in the 
passage I read out in most cases the governments 
have sufficient influence with their private manu- 
facturers to be able to utilise political pressure in 
connection with the sale of arms. 

119. But I gather from you that there would be 
less inducement to sell to governments requiring 
arms? — I think there would. 

120. If there were a State monopoly?— I sihould 
think there would always be sufficient inducement to 
sell, but I should not think they would press govern- 
ments to buy if they were not willing to buy or 
were not ready to buy. 

121. Given a State monopoly, is there any guaran- 
tee that there would be less eagerness to sell the 
commodity as a government product than as a pro- 
duct of private manufacture? — I think there is this 
difference : that the element of private gain would 
be largely absent. There would be the desire to 
make the government arms business a success, no 
doubt, and the officials connected with it would 
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desire to make it a success and make it pay, hut 
it would not make any difference to them pecuniarilv 
whether it paid or not. 

122. I have in mind a reference made by Sir John 
Simon to a question in the House with regard to 
diplomatic influence. Would not there be the same 
eagerness if a nation were a non-producing nation 
and it wanted armaments?— I think there would, 
but there would be this difference ; that at present 
the diplomatic influence, whether it is exerted to 
the veiy limited extent that Sir John Simon de- 
scribed in this country, or to the more extreme 
extent that it is in foreign countries, is exerci.sed 
on behalf of private traders for private gain, rather 
than with due regard to all the political circum- 
stances of the case which would be present to the 
mind of any government. 

122. \. But given a series of State monopolies, would 
not these foreign governments be seeking orders just 
as much as private manufacturers? — I think that to 
some extent they would. It is difficult to speculate. 
To some extent they would, but their governing 
inotive would be the motive of public policy. That 
IS to say, the question whether they make a profit 
out of their arms business would be comparatively 
a small matter to them compared to the very much 
bigger questions that they would have to take into 
consideration in dealing with a question of this kind. 

123. If we find that nationalisation is not feasible, 
we are to report on what system of control might 
be effectively employed. Can you see any way of 
taking profit out of the construction of arms and 
still leaving the construction to private manufac- 
turers, even under a system of control?— I think it 
extremely diflBcult; indeed, the question almost, if 
I may say so, answers itself. 

124. If there were one salesman, say, and one 
purchaser in a State, would it matter whether the 
producer was a private manufacturer or the State? 

They might buy from private individuals and sell 
again. All export would be in the hands of the 
government. That would be a possible solution. I 
am afraid I have not thought about it sufficiently 
to be quite sure whether that would meet all the 
cases; I should rather douht whether it would, but 
it would meet the greater part of them, no doubt. 

125. \ou referred to the American draft proposals, 
and you say that all your members desire agreement 
with the United States, and as a first step the 
adoption and ratification of measures not less effec- 
tive than those which the American -Government 
have recently proposed. As a first step to what?— 
What I think was meant was that though, at any 
rate, a majority of the Executive Committee of the 
Union would be in favour of nationalisation, yet 
even they would be prepared to support, as a first 
step towards the complete control and the complete 
abolition of the abuses which we fear, the American 
scheme. 1 think that is the meaning of “a first 
step.” 

126. But you would agree that even the American 
draft falls far short of the demand of your Ballot ? — 
Yes — ^taking private profit. It would not take 
private profit out by itself, but possibly with some 
such machinery as you have suggested, a central 
selling board in each country, that might meet' it ; 
and, of course, it is quite true that if you combined 
the American proposals with a complete system of 
limitation of armaments everywhere, there is no 
doubt j'ou would get much nearer the abolition of 
private profit than you -would without a limitation 
of armaments. 

127. As far as I gather, even the American pro- 
posals fall far short of prohibiting private manufac- 
ture? — Oh, certainly. 

128. I note also that the Russian delegate to 
the Conference pointed out that they did not make 
for even the checking of profits of private manufac- 
turers? — No. 

129. And that it was vain to entertain the illusion 
that the American draft plan would change the 
situation. Would you agree to that? — I think that 


is unduly pessimistic. I think it would be an 
imiirovement. 

130. I note also that the American draft plan falls 
very far short of what Mr. Henderson describes in 
the Labour’s Foreign Policy pamphlet, where he 
says that the Labour Partj' is determined, if it is 
returned to power, to take profit out of armaments, 
and that it will propose the total abolition of the 
private manufacture of arms and munitions which 
the members of the League have agreed to in the 
Covenant. I think it is correct to say that Great 
Britain does not accept the American draft pro- 
posals in their entirety? — Not in their entirety, I 
gather, but it is difficult to say, because the Com- 
mittee has been sitting behind closed doors. 

131. Can we take it, then, that the opinion of 
your Union is that whilst arms production is essen- 
tial to the life of the nation, the time has now 
passed when it can be trusted to the uncertain and 
uncontrolled operations of private firms? — Yes. 

132. Sir Pltilip Gibbs: I gathered from your 

statement this morning that you think that the 
profit of armament firms is increased by the 
deterioration of the international conditions? — Yes. 

133. Do you think that there has been a rather 
steady deterioration during the last year, or even 
the last six months, in international relations? — Yes, 

I think, broadly speaking, that would bo true; but it 
was because we thought that the situation was de- 
veloping so dangerously that the Ballot was set in 
motion a year ago. 

134. In view of the fact that you think these 
conditions have deteriorated, do you think that the 
possibility of getting an international agreement on 
this particular subject, the arms traffic, is more 
difficult now?— Of course that depends. I would be 
'■ery glad indeed to answer that question, because 
1 have a -very strong view, but I am not quite sure 
that it will not go a- little beyond your terms of 
reference. However, that is not for me to judge. 

I think that in a sense there has never heen so good 
a chance of dealing with the arms situation as there 
is now. I think the countries are up against it 
now, and they have really to do something effective 
or they will slip down to a situation which must 
end in war. I think everyone, all over the world, is 
realising that. So there is a considerable reaction in 
favour of collective action, collective control, and 
collective security, and, in fact, something which 
is indistinguishable from the League of Nations. I 
think that is true, and it is obvious it must be so, 
that the moment you have a country which appears 
to be making preparations for an eventual war, you 
have got to deal with the situation somehow. In my 
judgment you will not deal with it by any measure 
of security by itself, unless you accompany that with 
measures of disarmament; and, as the Chairman has 
pointed out, this question of private manufacture is 
ancillary to disarmament. I think you will have to 
deal with it. 1 am sorry to make so long an answer 
and I hope you will forgive me. To my mind that 
is the essential part of the situation. We are 
charging the Germans with breach of treaty. Un- 
questionably their reply is: Yes, but you are guilty 
of a breach of your undertakings, which were to 
reduce armaments roughly on the same lines as we 
did, and you have failed. Therefore, if you are 
ping to make any effective reply to the Gormans, 
in my view you must make it quite clear that part 
of your policy is going to be reduction of armaments. 

135. And you still think it possible with the state 
of mind in Europe to-day, with all these fears of 
•hostilities, to get some kind of international agree- 
ment on this particular subject? — I should have 
thought — not perhaps on this iiarticular aspect of it, 
but on disarmament generally — that, properly 
handled, the situation was more favourable to an 
agreement than it had ever been. But you must be 
courageous; you cannot get anything for nothing; 
you must be prepared to make your proper contri- 
bution to collective security and all the rest of it. 
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That must be part of 3 'our settlement. I admit this 
is all rather political. 

136. It is rather important to know whether we 
are dealing with a thing which is not from the very 
outset futile? — Yes. 

137. And to know that there is a chance? — In my 
view there is. 

138. That is why I asked you the question. Could 
jmu give us any explanation as to why there was a 
complete failure in carrying out the Convention for 
the Supervision of the International Traffic in Arms, 
of 1925, which was ratified by 14 nations. How is 
it that with the ratification of 14 nations nothing 
whatever was done to carry that into effect? — I speak 
from recollection, but I think I am right in saying 
that the ratifications were conditional on ratifications 
iby certain arms-produoing countries. 

139. One of them being the United States of 
America? — Yes, the United States of America. 

140. And Italy? — Yes; and that at that stage the 
United States of America took the view that the 
Federal Government could not enter into obligations 
of that kind because that would be to interfere with 
State rights. I understand that that view is no 
longer held by those who have been negotiating at 
Geneva, and that they are prepared now to enter 
into some very considerable obligations which they 
at that time thought were ultra vires of the Federal 
Government. 

141. And so in view of the change of opinion in 
the United States you think perhaps that the chances 
of getting agreement are better now than previously? 
— Certainly. There is a verj' strong feeling in the 
United States on this subject; at least as far as one 
can judge, there is. It is not for me to say, but 
my impression is that that general feeling is shared 
by the President. 

142. Do you think there would be any danger in 
the case of State monopoly of private firms setting 
up factories in remote and backward countries and 
operating from those districts? — I think there is a 
danger. That has happened, of course, in the drug 
traffic. But it is not so easy to happen, I should 
think, with regard to such things as armaments as 
it is with regard to drugs. I do not know. I think 
it is a possibility, and, therefore, it would he necessary 
to get as general agreement as you could. 

143. Do you think that any rigid system of 
licensing control could prevent bootlegging and gun- 
running in arms? I am talking now entirely of a 
licensing system?. — I think a great deal could be done 
if it is done by a very powerful, effective and un- 
corrupt government, hut I do not think it would he 
a practicable remedy in the case of a good many 
governments. 

144. I suppose in the case of an international 
agreement it would be very much easier to prevent? 
— Yes. Of course in my judgment it would be far 
easier to enforce a monopoly agreement than a 
control agreement, but I may he wrong. That is 
my feeling; that it would be a simpler matter really 
to enforce monopoly than control. 

145. Do you think that private firms as now 
operating in this trade have a direct incentive to 
arm a nation which is preparing for an aggressive 
war? — Yes, I do certainly. 

146. Do you think that that incentive is very 
strong? — It is evidently good business. You have 
these letters like Jonas’s letter. He was afraid 
that Bolivia and Paraguay were going to settle the 
matter peacefully. It is obvious that there must he 
a much greater demand for arms in time of war, 
or when a war is threatened, than in time of peace. 

147. Do you think perhaps it is happening now 
with regard to countries which seem in public opinion 
to he aggressive, like Germany, that these manu- 
facturing firms in all countries are touting for orders 
in Germany ? — I should be surprised to hear that they 
were not, but I do not know anything about it. 

148. You do not know anything direct about that? 
—No. 


149. Have you any particular knowledge about our 
present licensing system? — Not except very gener- 
ally. 

150. Have you studied it at all generally ? — Of 
course I have been a member of the Government and 
I have seen the working of it — as to whether a 
licence should or should not he granted, and so on. 

151. Do you think it is operated on any particular 
principle, on any ethical principle, or on any practi- 
cal principle? — I would much rather you asked some- 
one who could speak positively about it; but my 
impression is that, generally speaking, it goes almost 
as a matter of course. If an application for a licence 
is made it is granted by the Board of Trade as a 
matter of course. If they have any doubt as to the 
desirability of granting it, I think they refer the 
matter to the Foreign Office, and if there is any 
considerable doubt about it, it goes to the Cabinet. 
That is my impression, hut I would rather you 
asked someone who knows how the thing is actually 
worked. 

152. Have you personally been aware, at Geneva 
or elsewhere, of any attempts by financial or indus- 
trial interests to bring pressure on yourself or on 
your colleagues or on the Conference in which you 
were engaged?— Of course I was there when Shearer 
was there, and there was unquestionably a most 
tendentious telegram sent to America by Shearer 
all sorts of nonsense about intrigues, by me, among 
other people, with the Japanese delegate — the sug- 
gestion being that we were getting behind the Com- 
mission and that the Americans were going to be 
left in the cart. All that was absolutely invented. 
There was not even a scintilla of truth in it, except 
that the Japanese 'delegate came to have tea with 
me one day as a matter of ordinary diplomatic 
courtesy. We could not carry on much of a dis- 
cussion because he did not talk a word of English 
jiud I did not talk a word of J apanese. 

153. Sir P/uTip Gibbs: You have not been aware 
of other cases? — I cannot say that I have been aware 
of them, but I have an impression, which I must 
admit I could not substantiate, that the more inter- 
national negotiations get near to a definite atteinpt 
to limit armaments there is an influence, which 
appears in a variety of little ways, which seems to he 
hostile to its success. 

154. Professor Gutteridge : Is that necessarily from 
the armament makers? — I could not say. 

155. It might come from another quarter, might 

it not?— It might come from any quarter. I may 
he entirely wrong; I do not want to put this too 
high; I should not have said it in chief, but as 
I am asked the question I am bound to reply, and 
I have the impression that there has always been 
this kind of atmosphere of difficulty the moment 
you get near agreement dealing with the question 
of private manufacture of arms; so long as you are 
dealing with other questions — the general questions 
of the League 

156. Soldiers and sailors have rather pronounced 
views, I believe, on this matter, quite apart from 
the armament makers? — There are very few ques- 
tions on which they have not pronounced views. 

157. Sir Philip Gihhs: Do you draw any strong 
distinction between State control and nationalisa- 
tion in your own mind? — I draw the distinction 
that as I understand State control, you will leave 
in operation the motive of private profit, whereas 
if you have nationalisation jmu get rid of the motive 
of private profit. It is quite true you might con- 
ceivably have so stringent a method of State con- 
trol that it would eliminate private profit alto- 
gether, and then it seems to me it is very doubtful 
whether you would find that private enterprise 
would go on. 

158. Continue working? — That is so. 

159. Do you think that one of the dangers of 
private manufacture of arms is the constant inven- 
tion of new types, and that, therefore, it creates 
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competition between nations for the possession of 
those new tjiies. Do you think that would be 
eliminated by State control?— No, I do not think 
it would be eliminated. I think it would be probably 
diminished. There would be less motive for doing 
it, but it would certainly go on to some extent. I 
speak on this matter purely at hazard. I do not 
know whether I am right, but I should imagine con- 
siderable improvements have been developed in the 
State factories at V' oolwich and elsewhere which 
have been adopted in our armaments and in othei- 
armaments. They have not been only the work of 
private individuals, I should think. But I speak 
at hazard; I do not know whether it is so or not. 

160. It would be a little difficult, of course, under 
complete nationalisation, because one nation woidd 
possess more modern tj'pes of weapons and the other 
nations would not possess them, and if you eliminated 
private trade in arms then you might create new 
hostilities and fears among nations, who would know 
tha,t one nation has a very superior type of weapon 
which it could not get hold of. Would you think 
that would be a lesser danger than the present 
system?— That danger exists now, of course. Take 
the French -75 gun. That was practically a monopoly 
of the French, as I understand it, or the French 
and one or two of their allies. But you know much 
moie about that than I do. Sir Philip. Certainly, 
at one time some of the torpedoes were monopolies 
of the British Admiralty. The Whitehead torpedo 
originally was the monopoly of the British Admiralty, 
and so on. On occasions, the government to which 
the invention is sold makes it a condition that they 
shall not sell it to anyone else, and in that case 
you get the monopoly. But in point of fact I 
believe I am right in saying that those secrets are 
almost always discovered rapidly and become public 
property, and once they are discovered, of course, 
other countries begin to manufacture either exactly 
the same thing or something of the same kind. 

161. I gather your greatest hostility to private 
manufacture is that owing to the profit making 
system the more strained international conditions 
are the better it is for trade, and that if you can 
eliminate that profit, you eliminate also the incen- 
tive to keep those conditions strained? — That is it. 

162. That I imagine is one of your strongest argu- 
ments? — Certainly. . 

163. IV ould it be fair to say that you would go 

so far as to say that the private traffic in arms is 
one of the actual causes of war? — ^Yes. A pre- 

disposing cause is the way I should put it, rather 
than a proximate cause; and I think it is un- 
doubtedly an obstacle to efforts to peace in the way 
you have been alluding to in the questions you have 
put to me. 

164. Dame Badiel Crowdy: When I was in Wash- 
ington a month ago I talked over with members of 
the Nj^e Committee what they called the armament 
ring. They told me that the fact that manufac- 
turer A. could not export because of trade regula- 
tions, or whatever it might be, from this country 
to the scene of war, they would pass on the contract 
to manufacturer B. in another country, where the 
laws were less, stiff, and they would get a commission 
on the export from country B. Do you know any- 
thing about that at all ? — I only know of the evi- 
dence which has been given before the Nye Com- 
mittee. There is evidence of letters of this kind. 

“ We have, of course, heard from several sources 
that Bolivia wants A. A. guns quickly, but we do 
not think for a moment that a shipment or sale to 
Bolivia could be made direct, while that country is 
at war. If, however, an American armament firm 
of some standing bought the guns, for eventual re- 
sale, things might be easier— or if the Colombian 
Government, who are not at war, bought the guns, 
they could no doubt have them. W^e are investigating 
the question with the War Office here regarding a 
direct 'supply to Bolivia through yourselves, and will 
inform you of the results as soon as we can, but in 
principle we are not so hopeful of permission being 


given. In any case, we do not think there are many 
A. A. guns apart from ours to be got from stock and 
quickly, so your chance of selling new guns with a 
few months delay may be increased if we cannot 
supply, or if we refuse to supply, should we be 
allowed to do so. We shall promptly advise you 
of any new developments on this subject.”* 

165. That does not absolutely refer to the point 
that I was on? — No, not quite. 

166. The point of the Nye Committee was that 
manufacturer A., having handed on the order, took 
a large commission, having himself been forbidden 
by his government to export to that particular 
warring country, and I was going to ask you if you 
have any idea, supposing the monopoly is introduced 
into this country and there is control of private 
manufacture, of any way of which a ring of that 
type could be made non-effective? — I think it is all 
very difficult, but theoretically I suiipose it is pos- 
sible to make it a condition of the licence that the 
goods are only to be sold to a government. That 
would be, I suppose, one of the conditions, and 
then it would have to go to the government direct. 
It would still be possible, as these people suggest 
here, to sell to the Colombian Government, who 
would pass it on to the Bolivian Government. I 
should hesitate myself to think that any system 
of control would he so effective as to make it im- 
possible to get round it. Indeed that is my prin- 
cipal doubt about the system of control. 

167. Would you think the best method would bo 
an import certificate system issued by a responsible 
government?—! think you will be able to tell me, 
but I think that is the system in force with regard 
to drugs? 

I6S. Yes, it is ; but I wondered whether you con- 
sider that would be any solution? — I think that is 
the best way of dealing with the difficulty. It is 
a form of government monopoly though it is not 
actually complete nationalisation. 

169. In which case presumably our Board of Trade 
would not give a permit to export unless the ex- 
porter from this country had an import certificate 
licence signed by the foreign government? — It would 
■have to be something of that kind. 

1/0. Chairman : With regard to the position in the 
event of there being a State monopoly, as you have 
pointed out, or as you said in answer to a question, 
the only source from which a non-manufacturing 
nation could obtain arms would be from a manufac- 
turing nation. Assume the case where a mnnufac- 
■turing nation refused to sell to a particular State 
lor political reasons; that State would then have to 
apply to another government. Do you think that 
if the other goveniment complied with that request, 
it would be considered as an unfriendly act by the 
gov'ernment that had refused to supply the arms? — 

It depends on the circumstances, of course. If it 
v as with a view to attacking the first government 
there might be difficulties, but I should not have 
thought so. MHiat is said in that passage which I 
read out is that at the present time in a great num- 
ber of countries a government will intervene if they 
have strong political reasons for preventing a sale by 
their nationals, even private manufacturers, to a 
particular government. 'I'hey will intervene to pre- 
vent it, and according to these people who spoke for 
certain governments they do not think that the diffi- 
culty of the non-manufacturing governments woidd 
be any greater under a system of government 
monopoly than it is at the present time. 

171. I want to call your attention to your 
pamphlet. No. 359. There is a .very striking pas- 
sage on pages 15 and 16. It is rather a long pas- 
sage, but if you .will turn to page 16, about half 
way down you will find this : “ Only when the 

peoples as a whole accept as a reality the renuncia- 
tion of war as an instrument of national policy, and 
look upon their national forces piincipally as a means 
of maintaining order wi-fhin their territories and of 
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co-operating -ndth other nations to defend inter- 
national order, wiU the sj'stem of international super- 
vision have a good chance of success ”. — I agree with 
all that. I have not the least doubt that the best 
remedy is to get rid of war. 

172. It goes a little further than that because it 
saj's until you get a better feeling amongst nations, 
a better spirit amongst nations, there is no chance 
of doing anything. In substance, that is what it 
says, is it not?— 1 should agree, broadly speaking, 
with that as a proposition, which you have quoted, 
that no arrangements for the bettering of inter- 
national life will permanently succeed until you get 
rid of this conception that each nation is seeking to 
attack another nation ; but I think you can do 
something. The passage in question relates only to 
international supervision; it is not at this moment 


dealing with the question of national monoiioly. I 
ought however to call your attention to the rest of 
that paragraph which you read, and particularly to 
the last sentence: “ It is, however, contended that 
measures designed for the curbing or repression of 
commercial interests, which profit by the manufac- 
ture and sale of implements of war, and which at 
present exercise a very powerful influence upon sec- 
tions of public opinion, will in themselves contribute 
to the required enlightenment of the public conscience 
in all civilised nations ”. 

173. I did not mean to conceal that. — No, I am 
sure you did not, but that really states what I was 
trying to say. 

174. Chairman : We are very much obliged to you. 
Lord Cecil, for your evidence. 


(The Witness withdrew.) 


Miss K. D. Courtney, called and examined. 


175. Chairman: I believe you are a Member of the 
Executive Committee of the League of Nations Union, 
vou were formerly President of the Women s Inter- 
national League and you attended the Disarmament 
Conference as observer of the Women’s International 
Disarmament Committee of the Women s Inter- 
national Organisations, 1932-1934. Is that correct? 
—Yes. 

176. You are prepared, as I understand it, to make 
a statement to us supplemental to what Lord Cecil 
has said?— Yes. I should like, if I may, to say some- 
thing about the American proposals of 193^those 
which are now before the Disarmament Conference. 

I should like just to remind you of the origin of those 
proposals. They were first made when there were 
prospects of at least an armaments limitation conven- 
tion being agreed to and were accordingly made to ht 
into a limitation convention. When it became obvious 
that no convention was likely to be agreed, even a 
limitation convention, the character of those articles 
was changed and the centre of gravity, if I 

call it so, was altered and their whole weight de- 
pended upon publicity. Without limitation obviously 
you are dealinj^ with a kind of bottomless sink, 
manufacturers can go on making armaments to any 
extent You have to have some kind of criterion, 
and failing limitation the criterion became pub- 
licity; and so publicity is really the keyword to 
the whole of the American draft pro.posals. 

As vou know, the essential idea is one of control, 
national and international, and the draft conven- 
tion is not an alternative to nationalisation because 
the control set forth in the American proposals could 
be exercised, and indeed would be exercise^ oyei 
States which have a State monopoly, such as Bussia, 
just as much as over States which have 
manufacture, like our own and most other States. 
Consequently we must not regard it as an altei na- 
tive to monopoly ; it would operate whether or not 
there were a State monopoly because' it pemmes 
that every government shall assume responsibi y 
for the manufacture of armaments within its terri- 
tory. Consequently evei-j^ country would he free 
under the American proposals, wore they accepted, 
to set up a system of nationalisation, if it '"’mhed, 
without affecting the American scheme m the least. 
As far as the American draft convention is con- 
cerned it makes each government responsible tor 
the manufacture of arms within its own tei-ritory. 
It fui-ther proposes (and these are two highly im- 
portant matters, because they have been rais^ 
several times in the course of the discussion this 
morning and this afternoon), to equalise the situa- 
tion as between producing and non-.producing States, 
and to equalise the position as regards State inanu- 
facture and private manufacture. In regard 
State monopoly it may be noted that although per- 


haps Eussia is the only country in which the manu- 
facture of armaments is nationalised, the possession 
of arms and the whole question of armaments is a 
State monopoly in those countries which are not 
producing States, because the only body which can 
own armaments on a large scale is the State ; conse- 
quently in such countries armaments are already a 
State monopoly. International control is set up bj' 
the \merican proposals not only over private manu- 
facture but also over State manufacture, thus 
eliminating some of the difficulties which have 
been raised this morning and this afternoon; and 
this control, this equalisation, is arrived at really by 
means of publicity. 

The Amei-icans propose to set up a system of 
licences, a very strict system of licences, both export 
and import licences, so that any armament manu- 
factured could be traced through its whole life, from 
its start, where it was made, to, finally, 
ended up in the possession of a State. Further 
there are to be licences for the manufacture as well 
as for export and import of armaments— that is a 
new proposal. In this country we have licences for 
export, and so have a few other countries, but none 
has licences for import ; and, of course, no system 
exists of licences for manufacture. The draft con- 
vention sets up licences for manufacture; E makes 
provision for a very complete system of publicity, 
by which there would be publicity before manufac- 
ture, publicity^ by weight, by value, by number and 
by categories. 

It further provides for inspection on the spot— 
not merely the verification of documents, but 
inspection, by an international commission, of 
factories which are licensed to make armaments. It 
was suggested this morning that such a system 
might produce friction. I would suggest that the 
alternative system proposed would produce more 
friction; the system by which inspection on the 
spot would only take place in the event of a 
complaint having been lodged. For instance, all of 
us are subject to a customs examination and we 
accept it as ordinary routine. If our luggage were 
only examined because someone said that we we 
earning contraband, I think that would create 
friction very much more than the present system, 
IvTshould want to get our own back on the person 
who had denounced us, and that would be 
the kind of friction set up under the alternative 
system. However, I will come back to that in one 

moment. 

I want now to dwell for a second on the question 
of the categories, enumerating the armaments to be 
controlled. The American proposals set up a very 
valuable list of categories of armaments, defining, 
in short, what armaments are. That definition has 
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two values, one inasmucli as it is a definition, and 
secondly inasmuch as it provides for varyino- 
degrees of inspection, licences and publicity, accord- 
ing to the character of the armaments enumerated 
whether wholly military, partly military, or not 
military at all, such as weapons intended for sport. 
On that question it is interesting to note that the 
air weapon has been very carefully defined. The 
British Government raised the question, at an early 
public meeting of the Committee at Geneva, of the 
imprtance of bringing civil aviation under very 
strict control — civil aeroplanes and parts of 
machines and as a result of the discussion certain 
kinds of aeroplanes and certain parts of aeroplanes 
are put into the categories which get the most 
supervision. Perhaps it is worth while calling 
attention to the fact that the criterion agreed upon 
for military aircraft lies in its equipment with 
giecial guns, machine guns, and their mounts and 
frames, the thwy of course being that they cannot 
be used for military purposes without some equip- 
ment of this kind. The fact also that the special 
guns with their mounts and frames, the bomb racks 
and release mechanisms are put into Category III 
makes them subject to the strictest form of super- 
vision. This means that they cannot be bought or 
sold without both import and export licences, nor 
can they be manufactured and stocked in reserve 
without the fullest publicity, if the American text 
for manufacture is adopted. I venture to call your 
attention to that because, on a side line, it is a 
way of bringing civil aviation under some kind of 
control and supervision. 

The British .Government, as you know, has 
objected to the kind of publicity proposed in the 
Convention, and it has objected to the plans for 
inspection on the spot. In the last speech of the 
British representative he referred to the fact that 
people had been spoken of as maximalists and 
minimalists, and he declared himself a maximalist 
because he was supporting the form of Convention 
which he believed would receive the greatest amount 
of support. But upon looking at the list of 
supporters of his proposal I find it consists of Great 
Britain, Italy, Japan, with Poland rather doubtful, 
whereas all the other States supported the fullest 
amount of publicity and inspection, and it seems 
odd — I do not quite understand ; I speak in 
ignorance — that Great Britain should suppose the 
greatest amount of agreement would be obtained 
for the proposition which had the smallest amount 
of support, because that is actually the case — only 
three countries, with a doubtful fourth, supported 
the proposal which our representative declared had 
the greatest probability of general acceptance. 

177. Sir Kenneth Lee-. What countries were 
absent? — I do not know what countries were absent 
at the last meeting but the other countries on the 
Commission were the United States of America, 
France, Czechoslovakia, Spain, Sweden, Switzer- 
land, Canada, China, Belgium, Turkey, Denmark, 
Russia, Italy, Poland, Japan, South Africa, Lithu- 
ania, Mexico, Persia, Afghanistan and Venezuela. 

178. Professor Gutteridge : Were there any 

reservations? — There have been a very large number 
of reservations. 

179. The reservations simply have the effect of 
knocking a hole through the whole thing have they 
not? — I do not know that you could say that. We 
believe that agreement could be reached if the two 
really outstanding difficulties of publicity and 
inspection were overcome. 

I should like to make two fwther observations, 
one on the question of so-called neutrality if it 
could ever be said to exist under the League of 
Nations. The report is accompanied, as you no 
doubt know, by a very detailed report of the com- 
mittee of jurists which dealt with the whole ques- 
tion of derogations from the Convention, and with 
what would happen in the case of war. I will not 
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venture to comment on it, because I am quite incom- 
petent to do so, and no doubt you have it befoi’e you. 

I should like also to make one other comment. A 
question was raised in the early part of this after- 
noon with regard to the habit of governments of 
making loans to non-producing countries with the 
idea that the countries would use those loans to buy 
armaments from tlie producing countries making the 
loans, rile British delegation, when this matter was 
being discussed, did make a proposal, which I do 
not think has been followed up, that the convention 
should deal with this very question of loans; but as 
far as I have been able to see, looking tha-ougli the 
text which has emerged from first reading, that 
subject has been omitted. I should like to call 
attention to the fact that the text you have in 
your hands emerged from first reading materially 
altered, though the substance I do not think has 
been changed. Those are all the remarks I desire 
to make on this subject, I think. 

180. Chairman: What is the position of the dis- 
cussion upon the American proposals now? Is the 
matter adjourned ?— The end of the first reading has 
been reached, and it has been adjourned; I do not 
think an}' date has yet been fixed for the second 
reading. 

181. From your observations there appear to be 
only two main questions which are left in dispute- 
publicity and inspection on the spot. Is that so? 
—No, I should not say that. There are a whole 
lot of other points which have been reserved, the 
decision on which depended upon a decision upon 
other points. Those were the two big outstanding 
questions. A large number of other questions were 
reserved. 

182. Mcicliel Cvowily : You said something at 
the opening of your speech, when you were explain- 
ing to us the various articles of the American draft 
convention, and you said publicity was required 
before manufacture. I think that is what you said, 
and I did not quite understand what it meant. You 
said it required not only publicity but publicity 
before manufacture. Do you mean that the parties 
to the convention would have to send in estimates 

of their requirements for the coming year? No I 

meant piiblicty for orders ; that any order received 
by a firm would have to be reported at once to its 
government and by its government to the inter- 
national commission at Geneva. 

183. Before it was fulfilled? — Yes within thirty 
days of reception of the order, I think it is. 

184. I think you said something about the Union 
regretting any amendment to the American draft 
convention which would lessen its effectiveness — that 
any amendment of the draft proposed by the 
British delegate at Geneva would, in your view, 
make the American draft cxmventiou ineffective or 
less effective? — I think the amendments we had in 
mind in making that statement were amendments 
relating to reducing the quality and character of 
publicity, and to the question of inspection on the 
spot. I think those were the two specific matters 
which we had in our mind which we believed would 
make the draft convention ineffective because they 
vould probably make it unacceptable to other 
countries. 

185. Mr. Spender : Are the British proposals being 
pressed, or merely put down as a contribution to 
debate which could be modified as they went forward? 

— Do you mean the amendments of the British 
Government? 

186. Yes?— They were pressed. They are put down 
under the first reading as alternative proposals 
supported by the British Government, by Italy and 
Japan, and some of them by Poland. 

187. The matter is still under discussion? — Yes. 

188. There has been nothing final ? — No. It is 
simply the first reading text which we have before 
iis now. 

189. Lame Pachel Croivdy : Have the Americans 
suggested iu any way a compromise from the draft 
convention which they are putting forward — any 
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suggestion which might meet the xjoints of view of 
Japan, Italy, and ourselves? — The hrst reading text 
is in itself a compromise ; it is the result of dis- 
cussions that have taken place over a period of nine 
weeks, mainly in private, and I think that as it 
emerges it no doubt is capable of further altera- 
tions. But the articles as they now appear are not 
the articles as they were put forward by the 
Americans ; they have been a good deal changed 
already in various ways. 

190. rrojessor Gutteridge : As a matter of fact, 
there has been — I am not concerned at the moment 
with the proportions — considerable division of opinion 
on this Committee? — We imagine so. The whole 
thing has been conducted in private, so we only 
know what we are able to obtain from the reports 
which have been issued. 

191. I am speaking from memory, but I have a 
recollection that the Polish and Swedish delegates 
at an early stage of the proceedings urged the 
Committee to refrain, from trying to aim at too 
much, but to try and get something on which there 
would bo general agreement. Is not that so? — I do 
not know. That has all happened in private. They 
certainly did not do so while the proceedings were 
in public. 

192. Do not you agree that it would he better to 
do something which will secure universal agreement 
than to aim at something which will merely result in 
nothing? — I should say so, yes, if I knew what the 
universal agreement was going to be. 

193. I will 'tell you what I have in mind. You 
know the Geneva Protocol against chemical w'arfare, 
do you not? — Yes. 

194. That was agreed to in 1925, was it not? — Yes. 

195. Nothing has ever been done with regard to 
that, has it? — Well, it is supposed to be in opera- 
tion, I think. 

196. Are you sure? — The reason why it does not 

work, if you remember, is 

197. They cannot define the appliances? — I think 
the reason is that it permits the use of chemical war- 
fare by any State against whom it is used, and this 
means that the whole business of invention and ex- 
periment is kept going. 

198. Professor Gutteridge: It isnotverymuch good. 

199. Mr. Spender : Was not the prohibition very 
much earlier ; was not it laid down at the Hague 
Conference in 1907? 

200. Professor Gutteridge : That is so ; but the 
matter was revived again after the War. My only 
point is this : There you get a definite thing agreed 
to at Geneva, and then nothing comes of it; and 
that is why I was suggesting that if we can get 
something which is really going to be agreed to and 
really is going to function, is it not better to try 
for that than to try and aim at something which 
will come to nothing? Yoti are familiar with 
Geneva, I think, are you not? — Miss Courtney: 

I have been there pretty often. 

201. Is it not a fact that at Geneva countries 
very often sign and then do not ratify ? — It has 
happened with a good many countries, I think. 

202. Is not that one of the difficulties of working 
the Geneva system, that you cannot be sure that 
if people sign they will carry it out?— I suppose it 
is a difficulty of any system in which delegates 
are authorised to sign, but must refer to Govern- 
ments for ratification. 

203. With regard to inspection en place — on the 
spot — I should have thought there are certain prac- 
tical difficulties there, are there not? — I think there 
are a great many practical difficulties. 

204. I am not referring merely to any possibility 
of fi'iction or anything of that kind. What I mean 
is this: If the people who are being inspected are 
playing the game, if they are being honest, then 
you will probably find out what is going on ; but if 
they are being dishonest and not carrying out the 
agreement you probably will not find out what is 
going on ? — I should think that is very likely. 


205. I am not convinced of the efficacy of it. Do 

you really think it is more efficacious than a system 
of national inspection together with verification at 
Geneva P — I have not really got the knowledge to be 
able to reply “Yes” or “No” to that question; 
but certainly the opinion of the majority of the 
Conference is that it would be more effecSve. A 
number of persons who are quite entitled to think 
so would not accept a convention unless it provided 
for inspection on the spot, because they do not 
believe 

206. You say some countries go as far as that? — 

I think so, yes. 

207. They will not have it unless there is inspection 
on the spot? — I think that is France’s attitude. 

208. And there are some countries which will not 
have it if there is inspection on the spot? — Yes, 
Great Britain, Italy, Japan and probably Poland. 

209. Do not you think there would be a certain 
amount of uneasiness in this country if emissaries 
from Germany at the present time were able to 
enter our dockyards and see what was going on 
there? — Not if we were able to enter theirs on the 
same terms, I think. 

210. If we were able to? — We should be, because 
the inspection would be international. 

211. I am not quite so sure about that as you 
seem to be. It seems to me that one difficulty is 
that you may get one country giving facilities to 
another and then not receiving facilities in return. 

I am afraid I have not got the belief that you have. 
the country in question did not afford the facili- 
ties the convention would be broken and the matter 
would have to come before the Council of the League. 

212. What do you suggest would be done then? 

I do not think 1 could go into the mind of the 
Council. 

213. Perhaps I might ask. you one more question. 
Are you familiar with the working of the Drug Con- 
vention? — I know it in general. 

214. I think that has been successful, has it not? 
I do not know to what extent it has been success- 
ful, but you have a member on the Commission who 
does know. 

215. I wondered whether you had studied the 
matter ? — I only know about it in a very general 
way. It has occurred to me that it would be far 
easier to control arms than drugs, because arms 
are so much bigger than drugs. 

• 216. If the control of drugs has been a success, 
you think the control in the case of armaments has 
more chance of being successful because it is a larger 
article? — I think so; because you could not smuggle 
arms as easily as drugs. 

217. Sir Thomas Allen : These American draft pro- 
posals were designed as part of the groundwork of 
the general Disarmament Conference, were they not? 

• — They were originally so designed, but when it be- 
came obvious that no convention was likely to be 
agreed within a reasonable j)eriod of time, they were 
proposed as a separate convention to stand by itself. 

218. I understand that the British Government 
agreed on all points with the American draft except 
one referring to proposals for international inspec- 
tion? — In addition to inspection there was the que.s- 
tion of publicity on which they were not agreed. 

219. Do you think that each country could be 
relied on to make honest returns? — I should not like 
to dispute any country’s honesty. 

220. You are aware that Sir Joiliu Simon in the 
House of Commons said that verification by a com- 
mittee at Geneva was to be preferred? — He said so, 
yes. That is the British position. 

221. Sir Philip Gihhs: Is an agreement on this 
convention dependent upon the re-entry of Germany 
into the League of Nations? — I do not think it has 
been made dependent upon it. 

222. It seems to me it would bp extraordinarily 
awkward to work if Germany were outside the con- 
vention? — Yes, I think it would be. 
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223. You have no knowledge yourself as to the 
German attitude on this subject.^ — No, I have not. 
I have no doubt that some of the countries liave, 
because they have kept in touch with the German 
representatives. 

224. Do you happen to know, for instance, whether 
France would ratify this convention without the re- 
entry of Germany .P — I do not know. 

225. There has not been any discussion on that 
subject, as far as you know?— Not as far as I know; 
and, as has been repeatedly said, unfortunately all 
the discussions have taken place in private. 

226. How is it that Japan is acting on this con- 
vention; she seems to be taking part in this.? — Japan 
left the League, but she did not resign her member- 
ship of the Disarmament Conference, and it is in 
that capacity that she is represented. 

227. Is there any chance of Japan withdrawing 
from this particular convention when the period 
arrives when .she withdraws entirely from the League 
of Nations .P— I think that if she signed the Con- 
vention — (the period of her withdrawal from the 
League has expired)— she would stick to it, no doubt, 
until such time as she withdrew her signature or it 
expired. 

228. Do yon know' w'hether there are any other 
nations w'hich w'ould abstain from this particular 


convention?— I do not think it is possible to say that. 
Tins convention has been elaborately studied by a 
committee which consists of certain nations, and 
I should imagine that if the countries whidh are on 
the Commission accepted it the other countries would 
do so also. 

229 Do you know wdiether France is satisfied with 
t he American proposals, or does she want to make 
tlieiii rather more stringent?— I think France is 
satisfied with the first reading, with certain reserva- 
tions which she has made on the firet reading. The 
Ameiican proijosals have been consideraibly altered 
during these nine weeks, and the French delegate has 
put in certain comments. 

230. Chairman: Wo are much obliged to you. Miss 
Courtney. Ma^- I just say this? We do not know 
what the German position would bo, but the Germans 
have always said that they w'ould accept any form 
of supervision or inspection that other countries were 
willing to accept. 

231. Sir Philip Gibbs: How long ago did they say 
that? il/iss Courtney: Hitler said that again quite 
recently. At the same time he said they would do 
away with any armaments which other countries 
would abolish. 


{The Tl'ifness withdrew.) 


Colonel David Carnegie, C.l 

232. Chairman : You are prepared. Colonel 

Carnegie, I understand, to give us your views on some 
points not already touched on? — Yes. 

233. Would you prefer to make a statement? — 
Perhaps I might just say a few words to begin, and 
then perhaps questions could be asked of me. I am 
concerned with national boards in particular. First, 
may I say that I agree with all that Lord Cecil has 
said this morning about the dangers arising from 
the uncontrolled arms industry. As you knmv, the 
proposals that have been made to remove the dangers 
are two, control on the one hand, and abolition on 
the other, of the arms industry and the private 
manufacture of arms. A great deal of discussion 
took place at Geneva over the two remedies during 
the time I was a member of the Temporary Mixed 
Commission, and I then shared with Lord Cecil in 
supporting that majority report to which he referred 
this morning. At that time we had in view the 
difficulties which are set forth in the documents thab 
have been presented to the Commission, and reached 
the conclusion that a form of State control or 
licence, under all circumstances, would be more 
likely to remove the evils referred to in the Covenant 
than the total abolition of private manufacture. The 
nature of the control with which we then dealt was 
merely licensing, and, as Lord Cecil pointed out this 
morning, it included a good many restrictions upon 
private manufacture. 

Since then I think we have moved forward, and, 
in the reports which have been handed in — the 
reports published in the Unions Pamphlets Nos. 347 
and 359 — we have there set down the arguments; 
we have repeated the arguments which were advanced 
at Geneva, and also arguments that have grown 
around the subject since then, and have reached the 
conclusion that the nationalisation of the arms 
industry and what I mean by nationalisation is 
this; I mean the full nationalisation of the arms 
industry embodying all that is employed in manu- 
facture would entail the complete State ownership 
of all industries, which, as far as our Committee 
agreed, was not desirable at the moment. We there- 
fore thought that the means of control which were 
more likely to be effective in removing the evils 
were to be found in a sy.stem by which a government 
would* place into the hands of a public authority 
the control of the manufacture, sale, and dis- 
tribution of arms, not only for a home govern- 
ment but for any foreign government requiring 
arms from the country manufacturing them ; 
and so there is set out in the reports before you 


.E., J.P., called and examined. 

the idea of national armaments boards, the object 
being to give to the public authority the right to 
control the arms industry in the country, not only 
private industry but also the State factories pro- 
ducing arms. That control would eliminate entirely 
what I, personally, consider to he the greatest evil 
in connection with the private nianiifactiire of arms. 
That is the power that is left in the hands of the 
private rnanufacturer to go to A, B and C countries 
and solicit orders without any restrictions whatever 
being placed upon them, and at the same time 
using all kinds of propaganda— which are well known 
to you which have led to very serious abuses and 
the dangers whidh we have hearil referred to already. 

The board would be the sole channel through which 
all orders from the home government or from foreign 
governments would pass. The private manufacturer 
would be prohibited from going outside his own 
country or even approaching the national board in 
his own country for any orders from foreign nations; 
he would be restricted to a licence granted by the 
national board for any measure of work required b.y 
him in aid of the manufacture of a weapon. Further, 
one of the other functions of the national board 
would be to place with the government factories 
orders for the completed weapons. The national 
board would have no authority whatever to deter- 
mine policy; it would exercise no right to say what 
arms might be required by a nation; that would 
be simply the policy of the government ; but its 
business would be, once that policy was determined 
and the measure of arms required by a nation was 
settled, to obtain results, and it would obtain them 
in a definite way. Fii’st, it would place the order 
for the comiiletcd weajion in the hands of a govern- 
ment establishment. The government establishment 
being unable, perhaps, under present conditions, to 
supply the component parts of the weapon necessary 
for the completion of the weapon, it ivould request 
the national board to supply either the raw materials 
or the semi-manufactured materials in aid of the 
completed weapon for which it held the order. Then 
the national board would licence A, B, O or D manu- 
facturers to produce those component parts in aid of 
the completed weapon, but in no circumstances, 
according to our proposals, would the private manu- 
facturer be entitled or giv'eii the right to produce 
the final weapon. Thus, the existence of such a body, 
it is believed, would remove that incentive to 
profit which the arms manufacturer in his freedom 
to secure orders has, and in consequence of which 
he is tempted to use methods which are not often 
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considered proper. Further, with reference to the 
question of the supply of arm's for foreign nations 
the procedure as outlined here would he very much 
the same. Tliat is, the foreign nations, knowing 
through a central authority what capacity a 
country had to produce the arms, would apiily 
to that country through the national board for 
the supply of arms. The national board then would 
exercise the same function of ordering the com- 
pleted arm through the national factories, and, in 
turn, the component parts which could not he made 
by the government factory through private manufac- 
turers. Generally speaking, that would be roughly 
their function. As to the nature of that body, one 
of the reasons wdiy it has been suggested is this : 
that it could be composed as a body free from mili- 
tary control or political control. It might be con- 
sidered somewhat on parallel lines with the body 
which w'as set up under the Dangerous Drugs Con- 
vention two or three years ago at Geneva, but it 
would, while only being a human instrument, have 
more liberty of action which would give it the right 
to secui-e the munitions required by the home and 
foreign governments wdthout the dangers that now 
exist from the private manufacturers soliciting 
orders from foreign countries. 

The question of inspection has been referred to. 
Of course, that would be part of the work, and while 
there are difficulties in connection wuth inspection, 
they are not by ally means insuperable. As to 
national inspection, if I may say so, I found no 
difficulty whatever in getting even a fairly satisfac- 
tory inspection in the case of munitions during the 
War in Canada while I wms a member of the Im- 
perial Munitions Board there, and had no difficulty 
in arranging contracts for the supply of munitions 
by Canadians to the United States through our Un- 
perial Munitions Board, and proper inspection with- 
out more than the ordinary irksome things that 
arise. 

234. Chairman: Was this during the War? — Yes. 

235. But, of course, very different considerations 
existed than would exist in peace-time? — Certainly. 

236. Everyone was willing to help during the War; 

everyone might not be so willing to help in peace- 
time? — Yes. If I may refer to the question of in- 
spection now, the inspection of arms now made 
either in government factories or in private estab- 
lishments is all done according to specification; the 
inspectors have their specifications for the supply 
of munitions ; so that the difficulties which have been 
raised as to the question of the inspection of 
materials 

237. Has anyone suggested that there is a diffi- 
culty in inspection, assuming the inspector is one 
of your own nationals? — No. I am coming to the 
question of international insiiection ; I am referring 
now to the question of national inspection. Inter- 
national inspection would be quite another matter. I 
quite agree about the difficulties which might arise 
where suspicion arises, but it is not an uncommon 
thing for inspectors from a foreign country to come 
over to Britain to the various yards, or the various 
private establishments, to inspect and test and pass 
the materials made there; that is the foreigners 
who come over for the purpose of passing their own 
materials. 

238. They come by invitation more or less? — They 
come in order to see that the work which has been 
ordered by their governments has been made to the 
specifications supplied. 

239. Sir Thomas Allen: That is an inspection of 
their own work ? — Yes ; but the other inspection, 
which is the troublesome inspection, is where there 
is any doubt of a nation fulfilling its bargain under 
any treaty arrangements, where inspectors are sup- 
posed to come over and inspect facilities and the 
kind of work done. That is another matter and 
quite a serious matter, but that does not come into 
the range of functions of this particular national 
board. I see the possibility of setting up such an 


organisation as this even in our own country, with- 
out similar powers in other countries, although that 
would be a better arrangement; but I see the pos- 
sibility of such a board functioning and thus pre- 
venting the evils arising from the freedom of 
private manufacturers at the moment in our own 
country. That is all I have to say. 

240. Chairman : In substance, what you have out- 
lined is all contained in this pamphlet, is it not? — ■ 
The two pamphlets. 

241. Yes; but generally in No. 359? — Yes. 

242. Professor Gutteridge : I think it is No. 347 
which has most in it, is it not? — Yes. No. 359 em- 
bodies what is not embodied in No. 347 ; that is, the 
manufacture of the completed article by govern- 
ments. 

243. Chairman: I think that all you wish to say 
is plainly set out in these two pamphlets as I see 
them; but are you assuming that an effective pur- 
pose would be gained by unilateral action by one 
nation, or are you assuming that to make jour sug- 
gestion effective it must be international ? — It 
would be international, but my assumption is that 
it would function unilaterally. 

244. It would function, of course, but would it 
function usefully? — I think so. 

245. Would it advance other than the moral side 
of the question? — It would certainly be moral, but 
I think practical. That is my own feeling from 
some experience of such boards. 

246. It would not reduce the number of avail- 
able arms if you cut one country off without cutting 
all the others off? — No, it would not; but its function 
would not be to limit arms at all; only to malke 
arms determined by the government. The board 
would simply be the authority to manufacture and 
to issue export licences for what was manufactured. 

247. Would you be prepared to allow under your 
system the exportation of arms made in this country 
to the extent to which exports exist now? — -No. I 
am not concerned at the moment about measure; 

I am concerned about the principle of the organisa- 
tion that we are considering. Supposing the British 
Government orders x arms, this national board 
would only be responsible for the production of 
X arms. 

248. Yes; but supposing the Government continued 
its present policy — I do not know exactly what the 
policy may be, but it is said that they grant licences 
almost automatically now — supposing they continued 
that policy, even under your system that would be 
possible, and there would be exactly the same 
amount of arms exported, only they would be pro- 
duced under different conditions? — A"es, that is so; 
but under the proposed system the export licences 
would be issued only from the one authority, that 
board whose knowledge would be purely that of a 
particular industry. The licences at the moment are 
issued through the Board of Trade, which is dealing 
with all kinds of materials — not that I am suggest- 
ing they do not know what they are doing, not at 
all — but here is a board dealing with a particular 
industry, a board which is set up to watch the 
abuses which have been alleged, and it would be 
their business to see that no licences were issued 
for the export of any materials that were not right. 

249. But, then, I do not quite follow. Why should 
not the board have the same policy as our present 
Government has, or any existing government? 
There is no reason why the board set up should not 
have the same authority to issue licences, just as, 
say, the Board of Trade issue licences to-day. But 
what I am trying to emphasise is this : Here is a 
board set up to control the arms industry, not to 
control all industries; its functions will be to watch 
that the materials that are exported are the materials 
that the board has ordered. The Board of Trade 
do not handle the orders. 

250. No; but supposing the board were to think 
that the more arms we export the better; your 
system would not improve matters at all, would it? — 
That is rather an impossible thought, is it not? 
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251. Well, I do not know. — I should suggest it 
is, with due respect to you. Sir. I think it is not 
likely that any board set up with the object of 
removing abuses would encourage the multiplication 
of arms instead of trying to reduce them. If I 
might emphasise just one point which Dr. Garnett 
has mentioned to me, it is this — I have said so 
before— the chief difficulty that I see at the moment 
in the freedom of private manufacturers is in their 
power to solicit orders. 

252. Professor Gutteridge: Touting?— Yes. The 

board would stop that entirelj’; they would be pi'o- 
hibited entirely from touting because they would not 
be permitted to take any orders except through 
the one source, the national board, and they would 
be prohibited, in peace-time at least, from the 
manufacture of any completed weapons. 

253. Sir Thomas Allen: Why could not all this 
he done by a national authority? — I distinguish very 
greatly between State ownership and control by a 
public authority. The public authority would have 
nothing whatever to do .with the finance of the 
factories; their business would be simply to see that 
the orders were completed, that they were passed 
to the government factories, and they would arrange 
also for the inspection in the way that is mentioned 
in the report, but they would not own the factories. 
It goes to the broad question of national owner- 
ship, and the difficulties arising from that are so 
many that it is unnecessary for me to go into them 
now, as they are known to you. 

254. Professor Gutteridge : You put this forward 
as a really permanent scheme, I take it? — Yes. 

255. As I understand it, your view is that it gets 
rid of all these abuses connected with soliciting 
orders in South American republics, and that sort 
of thing; and not only that, but it affords something 
which can be brought into operation at once? — Yes. 

256. It can be brought into operation unilaterally 
if necessary? — Yes. 

257. And it avoids all these complications of de- 
ciding what parts of the national industry shall be 
nationalised ? — Yes. 

258. I am rather interested in this matter. Are 
you the author of this scheme? — I should not like to 
say that I am the author, hut I proposed the 
scheme and submitted details of same in a 
memorandum to the National Executive Committee 
of the Ueague of Nations Union. Some modifications 
were made by the Committee of the Union and the 
scheme was finally embodied in the reports which 
have been handed in. 

259. My reason for asking you is this. Have you 
ever considered the working out of the administra- 
tive details of this question? — I have, yes. 

260. For instance, have you formed any idea as 
to what the composition of the board would be? — 

I have in my own mind. 

261. How many members would you suggest? — If I 
may say so — it is only a suggestion — I think there 
ought to be about 12 members. There ought to he 
a financial member; there ought to be a legal mem- 
ber ; there ought to be a commercial member ; there 
ought to be an engineer, and so on. You see what 
I mean ? 

262. Yes, I see what you are after. — A board which 
will envisage the industry as a whole and deal with it. 

263. They will be full-time paid members? — 
Certainly. 

264. Something like the Electricity Board? — Yes. 

265. What is puzzling me a little is this: What 
would be the relation of that board to the present 
buying departments of the Services? You have been 
a soldier, have you not? — Yes. 

266. You know the sort of arrangements which 
are made? — I have been on ordnance work. 

267. So have I; I have been an ordnance man, 
too. -I— That is my work. If this board were carried 
out on the lines suggested in our report we should 
bring under control the Air Ministry and the War 
Office. 


268. lake them over? — Yes, so far as they wei'e 
affected. We would take over the inspection depart- 
ments in so far as they were affected, and pass on 
to them that authority that you would pass on to 
your buying department or your ordering depart- 
ment and the like, and also pass over to the inspec- 
tion ^ dexJai'tment the details necessary for the 
examination of the work. 

269 May I put it to you in this way : Supposing 
the Government want to reinforce the artillery in 
India and they decide they want to have an addi- 
tional eight mountain batteries— shall we say eight 
quick-firing mountain batteries — could you give me 
an idea of how that would work in this case?— Yes 
Ihe order would come through the M.G.O. or through 
the Y ar Office. It would come to the national 
board; it would then go— you are speaking of moun- 
tain guns— to, say, Woolwich Arsenal, and they 
would quote for it. The board -would receive the 
quotation and say “ O.K.” or not. Naturally there 
uoiild be certain component parts which Woolwich 
could not manufacture, and they would immediately 
send back to the national board: “ We require cer- 
tain components for these mountain batteries,” and 
then the board would go to A, B or C private manu- 
tacturers ami they would licence them to produce the 
component parts. Those component parts would be 
inspected by the inspection department of the board • 
they would go back to Woolwich and be assembled 
at Woolwich. 

270. You said that the order would go to Wool- 
wich, but there is no reason, I take it, why it should 
not go somewhere else?— Not necessarily. 

no reason why it should not go to a 
btate factory, or, if a jirivate firm were better fitted 
to carry it out, it would go to them?— No; I am 
not suggesting that. 

^ know.— I am suggest- 

fnefn u factory that private 

factoiy shall be State owned. For instance siip- 

not extend 

Moolwich to deal with the particular order, wo 
would look around and say: “Well, there are cer- 
tain private armament firms that are capable of 
producing these things.” That factory would either 
bo taken over entirely as a State owned factory for 

?f flm 

or the State establishments, or 

273. In other words, take a certain type of sub- 
marine which can only be built at Vickers? As you 
know, there are certain tyjies?— Yes. 

274. Would you take over Vickers? — Yes. 

275. Why should not it be sufficient if you order 

the submarine from Vickers?— The reason why is that 
if we adnnt the principle of the final manufacture of 
a submarine by Vickers, why should we refuse them 
the right to make submarines for A, B and C foreign 
countries? ^ 

276. Take the Bolivians— they will not do because 
they have no seaboard— but take the Peruvians- 
supposing they ivant submarines, why should not 
they come to the board and say: “We understand 
that Vickers make excellent submarines; we would 
like one of them; we cannot approach Vickers direct 
but can you get one for us? ” Why should not 
that be done? — I see one reason. 

277. There would be no .soliciting or touting there? 

— Tha-t IS just what I am going to say. There might 
be. _ It might be that the knowledge of Peru re- 
quiring submarines would put Vickers’ people, on 
their track, and that would suggest to them that 
the name of Vickers should be used in the applica- 
tion to the national board, that they should receive 
the order, and certain moneys might be passed 
over. 

278. I see what yon mean.— That is a possibility. 

You are speaking of submarines; I am thinking of 
other things. 

279. Yes— rifles and explosives. There are certain 
private firms which make rifles? — Yes. 

280. The B.S.A Company and E'nfields, and so on. 

Yon might get this type of case, where 10,000 rifles 
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would be ordered from the board and it might 
be left to the board to place that out between 
Enfields and the B.S.A.? — Yes. 

281. There would be no diflSculty there in a case 
of that kind, because nothing would be suggested 
to the board; the hoard would control the matter 
absolutely ?— Yes ; but I am suggesting that all the 
finished weapons should be made in State owned 
factories. 

282. That is what I was trying to get at. Your 

scheme is really a combination ? — Of nationalisa- 

tion and control of the arms industry. 

283. Might I call it the last stage of nationalisa- 
tion? — ^Yes; because I personally from the experience 

that I have had think that if we nationalise the arms 
industry we must nationalise every industry. 

284. That is your experience in Canada, is it? — 
Not only in Canada, but in this country too. 

286. Having been an ordnance man I can hardly 
think of anything that is not wrapped up in it. — 
That is so. 

286. Sir Thomas Allen : When you apeak of a 
State-owned factory are you speaking of factories 
owned for the time being for the making of specific 
orders? — No, I do not mean that; I mean a factory- 
such as Woolwich which could be extended as a per- 
manent establishment for the manufacture of arms. 

I am not overlooking the question which was raised 
this morning about expansion and the need for 
expansion in time of war. That is a possibility. 

287. In respect to placing an order with Vickers, 
say, with a State-owned factory? — Yes; that would 
become part of the State. 

288. Permanently? — ^Yes. 

289. Sir Philip Gihhs: If it does become part of 
the State permanently, it seems to me that that is 
nationalisation? — ^Of the final article, certainly. 

289a. Sir Thomas Allen: I was going to pursue 
that. You will be creating a new authority, a third 
authority in that case, will y-ou not? — I think not. 
In what way? I want to follow you. 

290. The private manufacturer would still be 
allowed to exist under this scheme? — Certainly, 
but only for the supply of the raw semi-manufactured 
material in aid of the completed weapon. 

291. But still he is an armament manuf actui-er ? 
— Absolutely. 

292. Engaging in a certain process up to a certain 
point? — ^Yes. 

293. Sir Philip Gihhs: Do not you think that 
your system would eliminate the private manufac- 
turer, and that if he cannot make profits and if 
he cannot tout in foreign countries and get orders 
in foreign countries, he could not carry on private 
manufacture; and it would really mean that he 
would surrender himself to the government as a 
private manufacturer except in so far as he is a 
manufacturer of steel or raw material?— Exactly 
so. 

294. So it is the elimination of the private manu- 
facturer of arms ? — It is the elimination of the pi i- 
vate manufacture of the finished arm. The output of 
every private manufacturer of arms at the moment, 
I should say — perhaps a little more now than a few 
years back— consists of perhaps 90 per cent, ordinary- 
commercial products, and 10 or 6 per cent, 
armaments. 

295. You think it is as high as that, do you?— 

I do not think it is as high in some cases; it would 
be less in many. Perhaps it is as high to-day ; I do 
not know exactly ; but what I mean by that is that 
the private manufacturer is not to suffer severely 
by reason of being deprived of the final manufacture, 
because he would still be licensed, if he were a 
suitable manufacturer, to produce the co.mponent 
parts and supply the raw materials ; so that he would 
become a useful help in time of need even in ex- 
panding the instruments that he had in his pos- 
session. _ 

296. Professor GnMeridge : There is a little diffi- 
culty in defining “ components,” is there not?—' 
There is no difficulty when you come to the classifica- 
tion set forth in the American document. 


297. How do you deal with the bolt of a rifle? — 
That is a component. If it is a finished bolt it is 
a component. 

298. Would not it be possible in that case that 
by piling up enough components you pile up enough 
completed articles? — There is a danger, but can you 
conceive of a manufacturer piling up components 
if he has no outlet for them? 

299. I was merely thinking if there was any dirty 
work going on? — Take a manufacturer; it is not 
likely that the board would place with A all the com- 
ponent parts. 

300. I think that is the answer to the question? — 
They would be spread as at present. Take Woolwich, 
for instance; you purchase all the time many com- 
ponents from A, B and C factories throughout the 
country that are not recognised as armament manu- 
facturers at all; they make certain commercial parts 
that fit the weapons that are used at Woolwich ; and 
such people would still exist and would be useful in 
helping in the final manufacture. But what, I do 
want to stress is that we do remove from the manu- 
facturer the temptation to abuse which may arise 
and has arisen over solicitation and the use of propa- 
ganda; for I cannot conceive of a manufacturer own- 
ing the Press or spending money in advertising 
through the Press for orders that he is not likely 
to derive any benefit from. He would not be -sure, 
under such a system as we propose, that he would 
receive any order at all ; he would certainly not have 
the order for the completed weapon under any 


circumstances. 

301. Chairman: Supposing he was in a trust?-— 
Ev6n tliGn h© could, not. The State factories would 
make the completed article. 

302. Mr. Spender: The only point which occurs to 
me is this : You are proposing to add another piece 
of machinery in the making of munitions between 
the beginning and the end? — Yes. 

303. Of course, I agree it is very important to 
avoid abuses, but at the same time we do not want 
to run up against technical people who will say^ that 
speed and efficiency are very important in this in- 
dustry, and by adding this additional piece _ of 
machinery, as they will call it, you are putting 
obstacles in the way. Cannot we find some method 
which will not be liable to that objection and yen 
will help to remove the abuses?— But, Sir, this pro- 
posal is on the lines of the ordinary rationalisation 
of industry to-day. There are bodies set up for 
dealing with the production and distribution of 
materials. In a sense it is a kind of combine; it is a 
combine for public value and public safety instead 

of for profit. . 1 , • 1 • n 

304. We are starting with great industries which 
have elaborate machinery for dealing with the 
finished product. Now we have to start by breaking 


those up ? — No. 

305. That is so, is it not?— No. 

306. For the finished product? — No. That would 
not be the idea. The idea would be to use all the 
machinery, which now exists for the final completion 
of the weapons, where they are, or in any suitable 
place where they may be assembled, such as, if you 
had room, at Woolwich. You mi^t make your 
armour plates there instead of at Sheffield but there 
would be no real advantage either from the money 
point of view, or from the labour point of view, or 
from the point ol view of having ^ central Place for 
expansion, to shift the plant from Sheffield but ttey 
would be purchased and owned by the State. That 
is the only difference I have to suggest. 

307. Purchased?- Yes, owned by the State. 

308. Sir Thomas Allen : Would the board be 

allowed to accept orders from abroad. Manuf^- 
turers would not be entitled to receive orders from 
abroad through the board for 

they would only have the component parts or the 

raw materials. • ^-u 

309. Professor Gutteridge : I gather t^t is the 
essential part of your scheme, is it imt?— Yes. 

310 Sir Kenneth Lee : How would you deal with 
nireraft ■ industry Under your scheme?— May i 
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suggest what we did in Canada? We built a 
national factory there in an agricultural country for 
making aircraft, and to my amazement .we were able 
to produce aircraft at the rate of five a day in a 
few months ; and under the scheme we could certainly 
have all aircraft produced in the same way as naval 
products or land products. State finished, com- 
ponent parts made by private manufacturers. 

311. It would mean that the State would buy the 
present aircraft factories?— Certainly that part of 
the factory where the final assembly took place. 

312. There would be no aircraft factories except 
State owned? — None, for the complete aircraft 
apart from State owned factories. 

313. Chaii-man: Not even civil aircraft factories? 
—That is a question. I personally should include 
them all, but we are now dealing with the arms 
industry. 

314. Sir Philip Gibhs : Is not that nationalisation 
under another name? — No. 

315. It would eliminate the entire aircraft manu- 
facture and take over the sheds of Vickers and 
other people. It seems to me that it is the 

Mr. H, S. Strett, 

320. ChairnictTi : I think you propose to give us 
a short statement? I think the public generally 
would like to know your special experience? — My 
special experience is that I am a member of the 
Executive Committee of the League of Nations 
Union; I am Chairman of the City Branch; and 
during the War I was personal private secretary to 
Mr. Lloyd George at the Ministry of Munitions. 1 
mention the last matter as indicating that I have 
some knowledge of control, although I should not 
wish to he examined with regard to the activities 
of the Ministry of Munitions. 

The matter which I wish specially to deal with is 
the question of the armaments board, which has 
already been dealt with by Colonel Carnegie. I 
should like to say, first of all, that, generally 
speaking, I am in entire agreement with what Lord 
Cecil said this morning with regard to the evils of 
the industry. I am not quite in agreement with 
him as to the desirability of nationalisation; I think 
that would be a very big problem and would meet 
with tremendous opposition, and from that point 
of view, at all events, it is not what I call practical 
politics. I am anxious to get something <fone, 
and I think that if the Commission would follow the 
proposals contained in this report of the Union, 
which were arrived at after a great deal of dis- 
cussion of conflicting views, they would agree at 
all events that there is a good deal to be said for it. 
One or two questions which were put to Colonel 
Carnegie seemed to indicate that the Commission 
were not quite versed with the idea of the national 
armaments board as we visualise it. Our idea is 
that that should be a body of eminent persons 
appointed for a term of years and quite free from 
any political influence ; and I must say, having had 
something to do with politics, that I think that is 
a very essential feature. We want to get a body 
of men, with possibly one or more women, who 
would be free from political influence or control, 
and would deal with the matter somewhat on the 
lines of the Electricity Board or other boards which 
are now set up and ^vocated with regard to what 
is known as the rationalisation of industry. 

I think that the armaments industry, in common 
with a great number of other industries, would 
welcome such a proposal. In fact, only to-day, 1 
see that Sir Harry McGowan at the meeting of Im- 
perial Chemical Industries got up and defended 
himself and his company from any participation in 
the arms traffic. I think that the Commission will 
find, when they came to hear evidence from repre- 
sentatives of the armaments industry, that they are 
as anxious as anyone that their position should be 
regularised, if I may so describe it, and I think 


nationalisation of the arms industry to a very great 
extent? — To a very great extent, but it does not 
eliminate private manufacture. 

316. I am not so sure about that. There is not 
much left, is there? — There would bo a great deal 
left. What I want to emphasise is this fact ; that 
it would not deprive private manufacturers from 
receiving a fairly large quota, and that quota would 
be extended. 

317. Professor Gutteridge: May I make a 

suggestion to you? I think what you really mean 
is this, is it not : that your scheme would avoid any 
possibility of having to nationalise every industry 
in the country? — Surely. 

318. If you put it in that way, I am with you. 
But otherwise it seems to me to be a nationalisa- 
tion scheme, up to a certain point at all events? — 
Yes. 

319. Chairman : I think your scheme is first cousin 
to nationalisation? — Yes, of the arms indnstry, but 
not nationalisation of industry as a whole. 

TT'ifness withdrew.) 

called and examined. 

they would find that some such scheme as we have 
put forward in this report would work and would bo 
welcomed by the industry. I am not suggesting that 
it is not capable of improvement ; I am not suggesting 
that there are not a lot of details to be worked out; 
obviously there are; but I am not a technical man, 

I am a lawyer. I have followed the problem since 
the beginning of the War, and during the whole of 
the time I was associated with the Ministry of 
Munitions, and I have given some study to it. I 
think that if you got a body of independent persons 
appointed in that .way, they would deal with a lot 
of the difficulties which were put to Lord Cecil this 
morning. 

As regards the supply of arms to foreign countries, 
obviously if orders have to go through national 
armaments boards of this description there cannot 
be any graft, there cannot be any question of poli- 
tical or other pressure, there cannot be any ques- 
tion of commissions, there cannot be the abuses 
which are set out in this little pamphlet (No. 347) 
and have been referred to in the American Inquiry. 
They would be entirely free from any influence of 
that sort. 

I am not quite sure that I understand Colonel 
Carnegie’s method of working this armaments board. 
Speaking for myself — and I say at once that I am 
not a technical man, and there may be difficulties 
in what I am suggesting — I cannot see why the 
armaments board should not continue the present 
armaments system in existence, but subject to com- 
plete control, just in the same way as we controlled 
them at the Ministry of Munitions during the War. 
We had most effective control — ^financial oontrol, 
technical control — and we had inspection from be- 
ginning to end, and we found that it worked ex- 
tremely well. I am not such an extreme nationalist 
as some of my friends, who would wish to eliminate 
private profit altogether, but what I would like to 
see would bo control; and during the War, as you 
know, by means of our system of accountancy we 
did control the profits made out of arms. I may 
mention, as Sir Thomas Allen knows, that I was 
also at the Food Ministry. We controlled the profits 
made out of food. It is a complicated matter, but 
it is not insuperable; they can be controlled. If 
it were possible to control the profits made by arma- 
ment firms by this armaments board, surely it would 
be possible to avoid the scare raisings w^hich go 
on — for instance, on the stock exchange during the 
last few days, because the public think there are 
going to be tremendous orders given for aircraft, 
with the consequence that up goes the price of air- 
craft shares. If the public knew that the armaments 
board controlled the profits made by aircraft firms. 
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then speculation in the rise and fall of shares would 
at all events he very much minimised; and my sug- 
gestion is that this national armaments board 
formed on the lines indicated in this report is a 
sound idea which could be put into force. 


The objection which Mr. Spender made, that we do 
not want to set up more bodies, I quite agree with, 
but here we are up against a terrific problem, a 
great evil, and we have to get over it, and if by 
setting up a body of this kind which commands 
public opinion and public approval we are able to 
meet the problem, surely that is a way out of our 
difficulties. I think, as I said before, it would be 
a scheme which would be welcomed by the armament 
firms themselves. I believe that, generally speaking, 
they are as anxious as any citizen to avoid any 
suggestion that they are fomenting war or doing 
anything to encourage strife, but they have to carry 
on their business. At the present time they do 
not know how to carry their business on. Obviously, 
if they are to do it to advantage, they have to get 
all the orders they can; they have to take advantage 
of all new patents and new ideas which come into 
force, but if they have this armaments board to 
go to who will tell them what is wanted, how they 
are to carry on, what orders coming from abroad 
are to be fulfilled, and who is to carry out those 
orders, and what price is to be charged, their diffi- 
culties will be very largely removed; difficulties 
with regard to armament rings will be got over, 
because the armaments board will see that a proper 
proportion of orders is put with different firms ; there 
need be no unnecessary competition in that regard, 
and in my view a large number of the armament 
firms would feel, as they did during the War, that 
they were really rendering a national service because 
they were carrying out the instructions of a public 
body to provide for the defence of the country. I 
am assuming, of course, that in the present stage 
we are unable to visualise the total abolition of arma- 
ments, or even any great measure of limitation. 


Dealing with the international side of it, I agree 
that there may be difficulties there, because obviously 
we cannot say to all other countries in Europe and 
elsewhere, “ Well, you set up armaments boards, 
but we could put the proposal before them, and 
even if this idea were not adopted by other coun- 
tries, that would not prevent me from advocating it 
because I believe that in matters of this kind 
example is far better than precept, and I think, as 
Lord Cecil said, that this country has now an enor- 
mous opportunity of giving a lead in this particular 
matter. How far it would commend itself to our 
American friends I do not know, because, though 
I am quite in favour of the suggestions made in 
their proposals, they would not militate against the 
proposals contained in this report. I think you would 
Ld that it would deal with a great many of the evi s 
which at present surround the traffic. I think it 
the first step towards taking profit out of war and of 
controlling the arms industry in an effective way. 


321. Chairman : Under your scheme, supposing an 
order comes from abroad for some particular article 
of Vickers’ manufacture, naming Vickers’ name, and 
that comes to the board, would the board be obliged 
to pass it on to Vickers, or could they say : It is 
not Vickers’ turn; someone else must have it? — Not 
necessarily. Obviously, if it was an article which 
only Vickers could supply, they would either have 
to take the course of saying to the foreign govern- 
ment, “ We*cannot agree to your having it,” or they 
would agree ; but it would have to go through the 
department and they would have an opportunity of 
seeing whether it was desirable to supply that par- 
ticular government with that particular article. 

322. Of course, if an order came for an article of 
Vickers’ manufacture, and it came to the board, it 
would have to pass from the board to Vickers, and 
Vickers would have the same inducement to tout for 
the order as they have now? — Except that you 
would have the safeguard that it has to go through 
the supervision of the armaments board, who could 
say, from all their knowledge of the circumstances, 
the position of the foreign government, the nature 
of the article which was required, and the general 
position at the moment, whether it was desirable that 
that article should be supplied or not. 

323. They might refuse to accept the order? — Yes. 

324. Professor Gutteridge : It would prevent this 
commission on selling the same thing to two parties 
and then playing them up one against the other ? 
There is no doubt that if a supervisory body were 
set up it would be a safeguard against all that 
sort of thing. 

325. Sir Thomas Allen: How could they decide, 
seeing that there would be no military person 
allowed to sit on the board ?— Obviously they would 
have to take advice, in the same way as Cabinet 
Ministers have to take advice from the particular 
department concerned, but they would have the 
responsibility of saying whether the order was to be 
put through or not. 

326. Sir Philip Gihhs: Would not there be con- 
siderable pressure put upon the board, by the Gov- 
ernment itself, perhaps, if they felt, for instance, 
that the country was losing a great deal of money, 
say two million pounds a year, by the restriction of 
the export of arms ; would not this board be rather 
under pressure from the government to increase 
its exports, and so forth?— There might be a certain 
amount of pressure, but I am imagining a board 
which would be above that pressure and would be 
able to stand up to it. After all, they would have 
the advantage of having public support and opinion 
behind them. 

327. Professor Gutteridge: It puts an end to tout- 
ing; I think that is the great thing? — Absolutely. 

328. And all this business of going about bribing? 
— And all newspaper opinion. 

329. That comes to an end? — ^Yes. 

330. Chairman : Thank you. We are much obliged 
to you for your evidence. 


(Adjourned.) 
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1. Public Opinion. 

The Union’s experience goes to prove that public 
opinion is deeply moved, not by any particular in- 
stance of this commerce, but by distrust of the system 
by which profit is derived from making and selling 
armaments, and is increased by every deterioration 
in international relations. The Union, judging by 
the evidence of its public meetings, its correspon- 
dence, etc., believes that Lord Halifax truly 
summarised the situation in saying “ . . . this is 
one of the questions which arouse a very sincere and 
profound feeling in the minds of our people. 

Rightly or wrongly . . . the great majority of 

them . . . conceive this question of the private 

manufacture of and trade in arms to be directly 
connected with the great issues of peace and war, 
on which they feel more deeply and vehemently than 
on anything else. Therefore, regarding war, as they 
do, as the greatest evil to which the nation can be 
Mposed, and regarding it indeed as only justifiable 
in cases of ultimate and extreme national necessity, 
they are . . . disposed to regard the preparation 
of instruments of war as too high and too grave a 
thing to be entrusted to any hands less responsible 
than those of the State itself, fearing any intrusion 
into so dangerous a field of any interests less 
imperative than national securitv and national 
necessity ’’.—(House of Lords, 27th March, 19S5.) 

A remarkable indication of the strength of this 
public feeling is afforded by the votes recorded in the 
National Peace Ballot. The thirty-eight Societies 
who have united in asking British citizens over 
eighteen years of age to express their views by voting 
in this Ballot on five questions of international policy 
have included the following question ; — 

“ Should the manufacture and sale of arma- 
ments for private profit be prohibited by inter- 
national agreement? ” 

Out of the votes already recorded* 5,276,899 have 
answered this question in the affirmative and 391 946 
in the negative. ’ 

Through its relations with the International 
Federation of League of Nations Societies and its 
correspondence with these and other foreign associa- 
tions, the Union has learnt that the same strong 
feeling prevails in many other countries ; in France 
for instance, where, in response to public demands’ 
proposals for the nationalisation of the industry have 
been put forward by Government; in the United 
States, where the Senatorial Inquiry was instituted 
in response to a similar public demand. The reso- 
lution on this subject unanimously adopted by the 
rnost recent Congress of the International Federa- 
tion of League of Nations Societies held in May 
1934, is in the following terms : — ’ 

“ XVIIIth Plenaky Congbess, 

“ Voices once more the demand of public 
opinion that prompt and energetic measures 
should be taken against those industrial and 
financial interests who derive profit from the 
manufacture of and traffic in arms by sustaining 
the war spirit and by paralysing all efforts for 
peace and disarmament.” 

2. Grave Objections to Private Manufacture and 
Trade. 

^ maintains that this anxiety 

Of public opinion is well-founded and that the grave 
objections mentioned in the Covenant do not admit 
of serious doubt. At the same time the Union has 
no special means of ascertaining how any armament 


* 11th April, 1935. 


firm conducts business. It cannot, therefore, profess 
to offer direct evidence of the evils in question. Its 
knowledge depends on published facts which cannot 
be unknown to the Royal Commission (e.g. the 
Shearer ease, 1927; the Skoda case, which led the 
Roumanian Chamber of Deputies to recommeiid, on 
27th March, 1935, the prosecution of General Cihosky 
and the former Minister, M. Popovici; and the 
Swedish Air Force scandal of 1931). The continu- 
ance of the war between Paraguay and Bolivia, 
despite the repeated efforts of the League of Nations 
to bring it to a conclusion, was made possible, 
according to the report of the Cliaco Commission of 
the League, by the constant supply of arms to the 
belligerents by armament firms in other countries.’ 
It is only too clear from the financial columns of the 
daily press, that the deadlock in the Disarmament 
Conference, together with the tension recently 
obtaining between the Great Powers, have added 
considerably to the profits of such firms.” 

Such experiences lead to the conclusion that the 
commercial activity of the armaments trade tends to 
be inconsistent with negotiations for disarmament 
and the pacific settlement of disputes. It may easily 
become an influence hostile to the “ good understand- 
ing between nations upon which peace depends ”. 

While, therefore, the Union suggests certain ways 
in which the Royal Commission might use the powers 
conferred upon it to bring to light concrete evidence 
about the working of the industry (e.g. by calling 
for records and evidence of the McKinnon Wood 
Committee of 1919; by verifying communications 
from and contracts affecting British firms produced 
in the U.S. Senatorial Inquiry”), the Union’s main 
contention is that unrestricted manufacture or sale 
of arms by private enterprise is, by the nature of 
the case, likely to become incompatible with the 
purposes of the Covenant of the League of Nations. 

3. Remedies. 


upmion in ine Union is divided upon the question 
whether the necessary remedy should take the form 
of the national and international control of private 
firms engaged in the trade or of a State monopoly of 
armament manufacture in each country. Proposals 
and suggestions for carrying into effect both these 
measures are contained in special reports produced 
by committees of the Union and published as a basis 
of study (pamphlets 347 and 359). The principal 
official documents presented to the League of Nations 
or the World Disarmament Conference on this sub- 
ject have been reprinted by the League of Nations 
Union. This volume-* is at the disposal of the Royal 
Commission and will be used for reference by mem- 
bers of the Union whom the Royal Commission may 
desire to call before it. Members of the Union’s 
special committees on this subject are at the disposal 
of the Royal Commission to answer questions or give 
explanations (Mr. P. J. Noel Baker, Colonel D. 
Caraegm Miss K. D'. Courtney, Major the Rt. Hon. 
L; Captain the Hon. J. de V. Loder 

M.P., and Mr. H. S. Syrett), as are the Union’s per- 
manent officials who have given special stud-v to this 
subject. 


(a) State Monopoly — A considerable body of 
opinion in the Union’s ranks holds that the disturb- 
ing influence exerted by the private armaments in- 
dustry can only be overcome by the transfer of that 

' See Annexe, NOTE A. 

* See Annexe, NOTE B. 

’ See Annexe, NOTE C. 

* “Documents on the Traffic in Arms.’’ 
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industry to the State. They regard it as a more 
efficient, if more drastic, remedy than the public 
control of the industry. They recognise the technical 
difficulties arising from the fact that the manufac- 
ture of products designed for military purposes and 
of those designed for peaceful purposes is inter- 
mingled. They hold, however, that the desired end 
could be achieved were the State to concentrate in 
its hands the comiiletion of the manufacture of 
clearly defined categories of arms, munitions and 
implements of war such, for instance, as are laid 
down in the Draft Convention put forward by the 
American Government on 20th November, 1934. 
Those who take this view desire the suppression of 
the private manufacture of arms in the sense 
described in the following passage from the joint 
memorandum of the Danish, French, Polish and 
Spanish delegates presented to the Disarmament 
Conference (Conf. D./C.G./48, 3rd March, 1933): 

“ The abolition of arms manufacture is not 
designed to concentrate in the hands of the State 
aU manufacture that might serve to produce 
arms. The sole object is to reserve to the 
State that part of industrial production whereby 
a product undergoes the first transformation 
which renders it unfit for pacific purposes and 
destines it exclusively for military use.^^ 

They w'ould also contend that the objection to the 
establishment of a State monopoly which arises from 
the present state of international law relating to 
neutrality could be overcome by the answer contained 
in the same joint memorandum and by other con- 
siderations of a like nature.® 

(b) Control. — Another section of the Union’s 
members, who are averse to nationalisation on 
grounds of international policy or national defence, 
or do not believe it to be possible on technical 
grounds, favour the general expansion and improve- 
ment of the system of export licences at present ob- 
taining in Great Britain. Under the heading of 
improvements in this system would be included 
measures providing for publicity for orders, exports 
and imports, a system of inspection and the exten- 
sion of the licence system to manufacture. 

4. International Action. 

The Union does not believe that a mere system of 
control without any limitation of armaments would 

® See “ Documents on the Traffic in Arms,” pp. 25-33. 


be very effective. It is, however, argued that State 
monopoly would be of a certain value in counter- 
acting the objections to which the Covenant refers 
even without an all-round limitation of armaments. 
Whatever remedy is adopted, the Union is united in 
its belief that such remedy, to be effective, must be 
embodied in an international convention. Its mem- 
bers would all be prepared to accept the general 
lines of the American Draft Convention® as a first 
step, but most of them would desire to go further. 
This treaty, while leaving it open for the High Con- 
tracting Parties to have arms manufactured in 
private factories, in State arsenals, or in both, 
stipulates that they must assume entire respon- 
sibility for the manufacture and trade in their re- 
spective territories. The Union would regret any 
amendment to the draft convention which would 
lessen its effectiveness and hopes that the Royal 
Commission will recommend the signature and rati- 
fication of such a treaty under the second of their 
terms of reference. 

Under the third term of reference it would be 
appropriate to suggest the modifications of the pre- 
sent arrangements in force in the United Kingdom 
relative to the control of the export of arms, which 
ratification of such a treaty would involve. 


To sum up, the Union believes that the un- 
restricted manufacture and sale of armaments by 
private enterprise is open to grave objection. A 
considerable section of its members are of opinion 
that the most effective remedy would be to make 
such manufacture a-nd sale a State monopoly . 
others are opposed to a State monopoly and believe 
it possible to establish effective control of the in- 
dustry. They all believe that without limitation of 
armaments by international agreement neither 
remedy would be completely successful. They are 
further agreed that any remedy should he inter- 
national in character applied by international 
agreement. AU would desire agreement with the 
United States, and as a first step the adoption and 
ratification of measures not less effective than those 
which the American Government have recently 
proposed. 

® Ibid, pp. 80-101. 
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NOTE A. 

Extract from Report of Chaco Commission to 'the 
Council of the League of Nations.^ 

“ The armies engaged are using up-to-date 
material; aeroplanes, armoured cars, flame projectors, 
quick-firing guns, machine guns and automatic rines ; 
the automatic weapons are available in great quanti- 
ties, but the other arms are few. The arms and 
material of every kind are not manufactured locally, 
but are supplied to the belligerents by American and 
European countries.” 


’ NOTE B. 

The Armaments Industry and the Disarmament 
Conference. 

The Disarmament Conference began in January, 
1932, and at first promised to succeed. It was at this 
time that Sir Herbert Lawrence (Chairman) stated 
at the annual meeting of Vickers, Ltd.®: 

“ Reductions in armaments, under the influence 
of public opinion, have affected adversely your 
company’s trading result.” 

’’ League of Nations Document C. 154, M. 64, 1934, vii. 
* 8th April, 1932. 


Later, however, the progress of the Conference was 
suspended; and since October, 1933, the relations of 
the Powers of Europe have grown increasingly 
sti'^iucd* • 

The result has been a marked increase in national 
armaments. The increase is most evident in air 
armaments. During 1934 the following states (aniong 
others) announced enlarged air-programmes : Britain, 
France, Italy, United States, Russia, Sweden, Spam 
Portugal, Greece. 

The following table gives such figures as can be 
ascertained for the air strengths of the Great 
Powers ; — 

AppTOxi'fiUite nuTtihsTS foT ftiilifo/ry d7id tuxvqX (ibto- 
planes of chief Powers — Vaii^ous dates. 

Explanatory Note, 

There appears to be no authoritative or complete 
up-to-date list of figures for the air forces of the 
chief Powers. The development of the air weapon is 
one of the chief features of post-war armaments 
policy. Some Governments maintain great secrecy 
even as to the approximate totals of their air forces. 
Such statistics as are available are rarely based on 
the same calculations; some refer only to front line 
planes, others include reserves, or training planes 
and so on. Information is least available as regards 
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the development of the air weapon in Russia, in 
Japan, in Italy and recently in Germany. But in 
general such information as is officially supplied to 
the League Secretariat for the Armaments Year 
Books is inadequate and out of date. 

The figures given below are therefore very approxi- 
mate and must be regarded with some reserve. But 
they do mark, in a general way, a rapidly changing 
development of a new weapon for war of which the 
offensive, destructive capacities seem incalculable. 

The authority for A and B in the following table 
is the Foreign Policy Bulletin “ Limitation of Air 
Armaments ”, October, 1930. For C the authority is 


official figures supplied by Governments to the Dis- 
armament Conference in 1932; these give “total 
aeroplanes ”, but Russia, France and U.S.A. do not 
give full figures' for reserves. 

For D the authority is the German publication 
Volherhund, 10th October, 1933; the figures are 
stated to include all active reserve, school and train- 
ing planes, and some factory reserves. But the 
Volherhund quotes no source for its detailed in- 
formation. For E the authority is a statement by 
the British Under-Secretary for Air in the House 
of Commons on 20th February, 1934. For F the 
authority is the military aviation correspondent of 
the Daily Telegraph, 18th July, 1934. 



Great 

Britain. 

France. 

Italy. 

Japan. 

Soviet 

Russia. 

U.S.A. 

A. 

1919-1920 — Effective aeroplanes 

14,000 
(3,300 
front line) 

12,000 

— 

— 

— 

10,000 

B. 

1922 — Frontline 

368 

928 

454 





630 

C. 

.1931-1932— Totals 

1,434 

2,375 

1,507 

1,639 

750 

1,752 

D. 

1933 — Totals: active reserve and 

training, and on stocks. 

2,400 

4,500 

1,500 

2,000 

2,700 

3,058 

E. 

1934 — Front line 

850 

1,650 

— 

in process of 
development. 

1,300 
to 1,500 

1,000 
to 1,100 

F. 

1934 — Totals including reserves 

1935 — Established totals 
1934 — Front line 

1,434 

1,500 

910 

3,000 

3,020 

1,650 

1,500 

1,640 

1,600 

1,939 

2,100 

1,385 

1,700 

1,300 
to 1,600 

2,361 

2,660 

1,100 


Note on German Air Strength. 

By the Treaty of Versailles Germany is not allowed 
to possess any military or naval planes. But there 
is no doubt that since 1933 she has been, in spite of 
the treaty, building up an effective air force. Mr. 
Baldwin, in November, 1934, in the House of 
Commons, gave an approximate figure of over 400 
machines. This total has since been outdistanced. 
In March, 1935, “ Air personnel ” became part of 
the official Reichswehr. On 16th March the German 
Government denounced the restrictions of the Ver- 
sailles Treaty. The Foreign Secretary informed the 
House of Commons on 3rd April that, in the course 
of the Berlin conversations, Herr Hitler had stated 
that Germany had already attained parity with Great 
Britain. 

Note on British Air Force. 

Lord Londonderry, Secretary of State for Air, in a 
Memorandum attached to White Paper Cmd. 4822, 
1935, on Air Estimates, stated that the British air 
programme, launched in July, 1934, would provide, 
on completion in 1938, a total first-line strength, in 
regular squadrons, of about 1,330 aircraft; and 130 
aircraft in non-regular squadrons. 

This competition in air armaments was reflected 
in the increased value of the shares of British air- 
craft manufacturers. Thus The Investor^ reported: — 

“ The rise in aircraft shares.” 

“ The demand for aviation shares was stimu- 
lated by the declaration of Mr. Baldwin that in 
the event of the failure of the Disarmament 

® The Investor, 26th May, 1934. 


Conference this country would feel compelled to 
embark uiJon a big programme for strengthening 
its air defences. Apjjarently there is little 
chance that the Conference will be saved, and 
consequently it is considered that there is every 
prospect of a substantial increase in the produc- 
tion of aircraft in this country, thus greatly 
augmenting the profits of the manufacturing 
companies. Apart from this, the past year or 
two has witnessed a very big increase in the de- 
velopment of civil aviation, and the chances are 
that this progress will become more pronounced 
in the future. It is not surprising, therefore, if 
many investors nre now considering the ad- 
visability of buying aviation shares, despite the 
remarkable rise in prices already recorded this 
year, in view of the prospective increase in profits 
and dividends. Before considering whether such 
purchases can be recommended, it may be 'useful 
to indicate the upward movement in shares of 
the leading companies this year : — 



Lowest 
in 1934. 

Recent 

Prices. 

Rise 

from* 

Lowest. 

De Havilland ... 

s. d, 
37 6 

s. d. 
66 0 

s. d. 
28 6 

Fairey Aviation 10s. ... 

25 7i 

35 0 

9 4J 

Hawker 6s. 

18 9 

28 3 

9 6 

Napier 5s. 

7 7i 

14 0 

6 4i 

Rolls Royce £1 units ... 

75 lOi 

105 6 

29 7i ” 


The point of view of the aircraft manufacturers in 
regard to the reduction or expansion of armaments 
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is indicated by tbe following quotations from 
directors’ speeches : — 

Mr. S. R. Worley (Chairman) is reported to have 
said at the annual meeting of Handley Page, Ltd.'“ 
in 1934: — 

“ The directors noted with satisfaction that on 
the breaking down of the Disarmament Confer- 
ence the Government had decided upon increas- 
ing the Air Force to bring it more into line 
with the other nations, and they were hoping 
that in the near future they might receive 
further orders.” 


exports in the first five months of 1934 as com- 
nared with the equivalent period in 1933. 

1933. 1934. 


Ammunition ... .;. 

Arms 

Torpedoes and sub- 
marine mines 
Other ordnance 
War vessels 
Aircraft 


£ £ 


805,194 

934,668 

248,478 

355,722 

28,854 

85,081 

283,093 

105,656 

Nil 

276,886 

560,023 

724,233 


£1,925,642 £2,482,246 


Mr. T. O. M. Sopwith, C.B.E. (Chairman), is 
reported to have stated at the 1934 annual meeting 
of Hawker Aircraft, Ltd.” : — 

“ Excellent relations with Air Ministry. 

“ Our relations with the Air Ministry are on 
an excellent basis, and technical co-operation is 
carried out to the fullest possible extent. We 
have delivered during the past year more air- 
craft than any other firm in any one year since 
the war. (Applause.) We now manufacture 
eight different types of Hawker aircraft for the 
British Government. The Air Ministry continue 
to exercise their rights under the royalty agree- 
ment whereby Hawker ‘ Hart ’ type aircraft are 
sub-contracted to other firms and additional 
orders have recently been placed. At the moment 
it is no exaggeration to say that in their respec- 
tive classes Hawker types are the foremost in 
the world, and it is important and interesting ^ 
to record that the British Air Ministry are pur- 
chasing these air-frames at lower prices than 
any other Government is paying for comparative 
types. Not only so, but, despite their superior 
performance. Hawker types have proved most 
economical under service conditions and have 
definitely set new and considerably improved 
standards from the point of view of length of 
life before reconditioning. 

“ Foreign business continues to be satisfactory. 
During the year under review we have delivered 
aircraft to four foreign Governments, where 
they have given satisfactory results. At the 
moment orders are in hand for three foreign and 
two Dominion Governments. The total value 
of these orders is very substantial, and we 
anticiipate that deliveries n^l be completeid 
within the current financial year. Apart 
altogether from the sale of aircraft abroad, we 
have disposed of the manufacturing rights of 
certain of our products in South Africa, Den- 
mark, Persia and Sweden, while options are 
held by certain other countries pending comple- 
tion of tests. Royalty is accruing, and. will 
accrue, from these sources and revenue is re- 
ceived for the purchase of manufactured com- 
ponents and spare parts for the construction 
and maintenance of these aircraft.” .... 

“ Strength of the R.A.F . 

I i Although there has been a considerable 
amount of discussion as to the necessity of 
increasing the Royal Air Force no active steps 
have yet been taken. It should be obvious to 
every right-thinking person in this country that 
not only the safety of the nation but the future 
of the Empire demands an Air Force at least 
equal to that of any other. The disparity with 
the strength of other Powers is perturbing and, 
whatever future policy is decided upon, the 
Royal Air Force is at present too small to cope 
with an emergency, and the reserves are tw 
inadequate to cover the period between the 
outbreak of such emergency and the day when 
the industry could raise its output to meet the 
increased demand.” 

The export trade in armaments as a whole also 
profited during this period of international tension ; 

Figures given by the Board of Trade on 
June 15th, 1934, indicate the increase of such 

" 12th July, 1934. 


Foreign firms were similarly affected. Thus the 
following report” is available of the increased pros- 
perity of the French firm of Hotchkiss ; 

“ An increase in dividend was announced at the 
annual meeting in Paris of the Hotchkiss Com- 
pany, the large international armament firm. 

“ A dividend of 16s. lOd. a share for 1933 
was announced compared with 15s. 7d. for 1932. 
Profits for 1933 were higher by approximately 
£ 200 , 000 . 

“ The Hotchkiss Company makes arms of all 
kinds, including the famous _ machine-gun 
British, French and American capital is invested 
in the company. The Japanese Army machine- 
gmi is made under Hotchkiss patents. 

Vickers Armstrongs, in 1935,'^ show^ a profit in 
armaments business for the first time for five 


veai-s : — . i • i, 

” Vickers-Armstrongs Limited — the main sub- 
sidiary in the Vickers group — has for the first 
time since 1930 earned sufficient profits to pay 
a full year’s dividend on the ‘ A ’ Preference 
shares. This result is all the more gratifying 
as until December 31, 1932, the company had 
the benefit of the guarantee given by the Sun 
Insurance Company. The greatest credit reflects 
upon the managing director — Sir Charles Craven 
and those associated with him for the satis- 
factory results attained. (Hear, hear.) 

“ At Barrow there are now under construction 
four submarines, two destroyers, and three large 
passenger liners for the P. & 0. Company, the 
Orient Company, and the Union Company or 
New Zealand. H.M.S. Ajax, a first-class cruiser, 
five submarines, and two destroyers were com- 
pleted in 1934. j . •nr 11 

“During the year the nayal yard at WalXer- 
on-Tvne was reopened, and under construction 
there are H.M.S. Newcastle and H.M.S. Shef- 
field both first-class cruisers of a new type, and 
two ’destroyers for the British Navy. The ma- 
chinery for the cruisers is being built in the 
engine shops at Barrow. 

“ The total number of employes in the 
Vickers-Armstrongs works and subsidiary com- 
panies at the present time is 30,200 compared 
with 24,600 in January, 1934— (applause)— and 
as the order book of the Vickers-Armstrongs 
group is better than it was_ at_ this time last 
year, it is hoped that a steadily increasing num- 
ber of people will be employed.” 

Other evidence of the same kind could doubtless 
be discovered by a closer examination of the stwk 
markets, etc. But, indeed, it is a case to which the 
Tiin.xi-m res ivsa loauitwr may well be applied. 


NOTE C. 


Documents illustrating the international con- 
nections OF British armament firms cited in 
THE RECORD OF THE UNITED STATES SENATE 
INVESTIGATION INTO THE MUNITIONS INDUSTRY, 

September 4th-21st, 1934. 

(The figures given below are those attached to the 
document as exhibits in the official American record, 
together with the part of the Inquiry to which they 

1. Agreement between Imperial Chemical Industries 
as successors to Messrs. Nobel and two German 
companies : Part V, exhibit 512. 


” British United Press, 29th May, 1934. 

” Vickers, Ltd., Annual Meeting, 2nd April, 1935. 


5th July, 1934. 
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2. Letter from Sir Harry McGowan, Chairman of 
Imperial Chemical Industries, to the Du Pout 
Company: Part V, exhibit 516. 

S. Letter from L. Y. Spear, Vice-President of Elec- 
tric Boat Company, to Vickers Ltd. re supply 
of war vessels to Chile : Part I, exhibit 68. 

4. Correspondence between Electric Boat Company 

and Sir Basil Zaharoff ; Part I, exhibits 31 
32 and 36. 

5. Military sales agents shared by Du Pont Com- 

pany and Imperial Chemicals, Ltd., in 
Argentine, Brazil, Bolivia, Chile, Colombia, 
Ecuador, Paraguay, Uruguay and Venezuela: 
Part V, exhibit 483. 

6. Letter from L. Y. Spear, Vice-President of Elec- 

tric Boat Company, to Sir Trevor Dawson, 
Chairman of Vickers, 1924 : Part I, exhibit 89. 

7. Correspondence between Electric Boat Company 

and Vickers Ltd. re Brazilian Naval pro- 
gramme, 1933: Part I, exhibits 105-109. 

8. Licence agreement of December 12th, 1902, modi- 

fied by agreement of October 21st, 1913, re 
patents, secret processes and division of profits 
between Electric Boat Company and Vickers 
Ltd. : Part I, exhibits 11 and Ho. 

9. Licence and sales agreement of March 4th, 1924, 

between same companies : Part I, exhibit 12. 

10. Construction agreement of March 4th, 1924, 

between same companies: Part I, exhibit 12. 

11. Statement of royalties received by Electric Boat 

Co. from Vickers Ltd. and firms licensed by 
Vickers, Ltd. (Mitsubishi, Japan; Vickers, 
Holland; de Schelde, Holland; Vickers, Aus- 
tralia; {La Sociedad Eapanola Oonstruccion 
Naval, Spain; etc.): Part I, exhibit 8. 

12. Licence agreement of January 1st, 1926, between 

Du Pont and Nobel Industries Ltd. (now 
I.C.I.) : Part V, exhibit 473. 


13. Relations between Du Pont and I.O.I., including 

sales agreement of October 10th, 1932, re- 
placing agreement of 1928, for sale of military 
explosives in Europe, Asia and South America : 
Part V, exhibits 463-465. 

14. Licence agreement of 1933 between Du Pont, 

I.C.I. and Canadian Industries Ltd. (jointly 
owned by Du Pont and I.C.I.) : Part V, 
exhibit 475. 

15. I.C.I. Ltd. Subsidiary companies and invest- 

ment and contractual 'interests in world 
markets affecting Austria, Belgium, France, 
Czechoslovakia, Germany, Roumania, Spain, 
Hungary, Africa, Argentine, Australia, 
Canada and Chile. Sales agreements with ex- 
plosives and chemical companies in Belgium, 
France, Germany, Italy, Norway, Africa and 
Switzerland : Part V, exhibit 461. 

16. Report from Sir Basil Zaharoff to Electric Boat 

Company, 1927, re Spanish naval contracts : 
Part I, exhibit 35. 

17. President of Electric Boat Company to Sir Basil 

Zaharoff, 1928 : Part I, exhibit 37. 

18. Minutes of a meeting between representatives of 

Du Pont and Nobel Industries, Ltd. re manu- 
facture of explosives in Chile, 1927 : Part V, 
exhibit 514. 

19. Letter from Soley Armament Company, Ltd. to 

American Armament Corporation, February 
3rd, 1934, re sale of arms in China: Part III, 
exhibit 256. 

20. Letter from Soley Armament Company to the 

American Armament Corporation re indirect 
supply of arms to Bolivia : Part III, exhibit 
260. 
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(1) To consider and report upon the practicability and desirability (both from 
the national and international point of view) of the adoption (a) by the United 
Kingdom alone, (6) by the United Kingdom in conjunction with the other 
countries of the world, of a prohibition of private manufacture of and trade in 
arms and munitions of war, and the institution of a State monopoly of such 
manufacture and trade. 

(2) To consider and report whether there are any steps which can usefully 
be taken to remove or minimize the kinds of objections to which private manu- 
facture is stated in Article 8 (5) of the Covenant of the League of Nations to 
be open. 

(3) To examine the present arrangements in force in the United Kingdom 
relative to the control of the export trade in arms and munitions of war, and to 
report whether these arrangements require revision, and, if so, in what directions. 
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Sir Eustace Henry Tennyson d’Eyncourt, Bart., K.C.B., F.R.S., LL.D., D.Sc., called and examined. 


331. Chairman: AVhat has your experience been!' 
First of all, what was your original training, and 
then would you tell us what offices you have held 
of different kinds? 

Sir Eustace d’Eyncow't : Originally I was 

trained as an apprentice at Messrs. Armstrong, 
Whitworth’s, at their Elswick Works, Newcastle, 
where I served my time in various trades as an 
apprentice. During part of that time I went to 
the Royal Naval College, Greenwich, to do the course 
of naval architecture there. I began that appren- 
ticeship in 1886, and I was with Messrs. Armstrong 
initil 1912, with the exception of four years, when 
I was naval architect with the Fairfield Company at 
Glasgow on the Clyde. I worked on ship designs 
and to some extent on gun mountings, and so on, 
when I was at the Elswick Works. In 1912, when 
Sir Philip Watts left the Admiralty, I was appointed 
Director of Naval Construction. In that position I 
was responsible for the design and construction of 
His Majesty’s ships, and I held that position until 
1924, when I resigned. While I was at the 
Admiralty I was not only responsible for the 
design of the ships, but I was also responsible 
for the design of the airships, which were just 
beginning to be developed at that time ; and, 
further, Mr. Churchill, wdien he was First Lord of 
the Admiralty, asked me if I would undertake the 
responsibility of forming a committee to develop 
land ships. That committee produced the first of 
the tanks which fought in the war. After 
my time at the Admiralty I returned to Messrs. 
Armstrong, Whitworth with a seat on the board, 
as a director, and as naval architect in charge of 
the design, and construction, of all their ships. Soon 
after that there was a change in the affairs of the 
company, and I had to leave the board, and .rince 
that time I have been retained as adviser by 
Vickers-Armstrong (Vickers having amalgamated 
with Messrs. Armstrong) ; and also when I left the 
Admiralty I was retained as adviser to the Admir- 
alty for the ships which were under construction, 
which I had designed, such as the “ Rodney ” and 
“ Nelson ” and various others. 

332. Chairman: Have you retired now altogether 

from any form of practice? 

Sir Eustace d’Eyncourt : I work for Vickers- 
Armstrong to some extent, and I am a director of 
the Parsons Steam Turbine Company at Wallsend, 
and I do a certain amount of consulting work as a 
naval architect and engineer, too. 

333. Chairman: While you were serving your time 
with Messrs. Armstrong did you go through the 
whole of the shops, or were you confined to any par- 
ticular branch of their business? 


Sir Eustace d’Eyncourt: No; I went right 

through the shops and worked at everything. I was 
a riveter, carpenter, and blacksmith and other 
trades; but that was in the shipyard, not in the 
ordnance works. 

334. Chairman: I think you have prepared and 

submitted a statement, have you not, dealing with 
the matters which we as a Commission have to 
express an opinion upon? 

Sir Eustace d’Eyncourt: Yes. 

335. Chairman: Would it be convenient that you 
should read it, do you think? 

Sir Eustace d’Eyneourt: Yes; I shall be very 
glad to read it, if you wish. 

336. Chairman : Very well. 

ISftr Eustace d’Eyncourt : (reading) The aspect 
of this question to which I specially wish to draw 
attention is the necessity of ensuring that war 
material should be of the best and most efficient 
design and construction. That this is a necessity 
is obvious, whatever the decision on the question of 
limitation of armaments may be; although it may 
be argued that the more limited the quantity the 
better still should be the quality. 

Having had experience with establishments 
manrifacturing armaments, and with government 
departments, for nearly fifty years, I have been 
in a position to form an opinion on the subject; 
and as the result of the most careful study of the 
question, my considered opinion is that to abolish 
the private manufacture of arms altogether and 
put the wihole thing under government control 
would certainly not niake for efficiency. 

There are many reasons for arriving at this 
opinion. 

With private firms, not only is there competition 
between one firm and another — whether in the case 
of home firms against one another, or British firms 
versus foreign firms — but there is a strong incentive 
to individuals to find some new and improved 
devices which will not only help the firm for whom 
they work but will also improve their personal 
position with that firm. This is a consideration 
which does not exist to nearly the same extent in 
government departments. 

The average man who enters government service 
knows that he accepts a position and a salary of 
moderate amount, and his great desire is to con- 
tinue to do his work in the position in which he 
finds himself, and he does not wish to take on any 
added responsibility, nor to get into bad odour 
with his superiors by making suggestions which 
may probably be scouted as impracticable; and 
above all he does not want to make any mistakes 
in his work which can get him into trouble. 
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This attitude, which my experience shows exists 
widely in various departments of the government 
service, does not make for great improvements 
or help inventive genius. Though, of course, 
there are outstanding men who have done 
marvellous work for the Government, a little re- 
flection shows that practically all the great inven- 
tions and improvements in engineering, etc., have 
emanated from men outside the government 
service. It is only necessary to mention the 
Armstrong gun. Parsons steam turbine, wireless, 
the internal combustion engine, the aeroplane, 
amongst many others, all of whidh were invented 
and developed bj' private enterprise. 

During the war, numbers of men in the govern- 
ment service certainly developed various new in- 
ventions; but most of these were men who at any 
rate started in a private capacity, and only came 
into government service as a war-time measure. 

A notable instance which came under my own 
purview n as that of the tanks. This particular 
form of mechanised warfare which did so much 
in the latter years of the war, was definitely given 
up as impossible by the War Office. Mr. Winston 
Churchill (who was then First Lord of the 
A.dmiralty) with great foresight saw the possi- 
bilities of the suggestion, and asked me— as I was 
a designer of warships— to form a committee to 
produce “ land ships.” The men who did tins 
work were men from private establishments, and 
as the constructors under me at the Admiralty 
were fully occupied with ships I was not able to 
engage their time on the matter. The men who 
developed the design and construction of the tanks 
were all drawm from private sources. 

I have seen enough of work, both in government 
service — the Munitions Department, the War Office 
and the Admiralty — to say that it is of the utmost 
importance to be able to draw upon the genius 
and skill of men outside the service for new 
developments and thus obtain the most perfect 
and efficient material for war purposes. 

There are several small points which tend to 
damp down the ardour and keen inventive capacity 
of men in the government service. For instance, 
a patent taken out by a servant of the Admiralty' 
under his conditions of service must be assigned 
to the government department for which he 
•works. 

Another point is that with the building of war- 
ships in particular — and in all government 
contracts placed outside — the materials being of 
the highest class helps to produce a large number 
of workmen of the highest sikill in various branches 
of engineering, and it has been of the greatest 
importance that these men have been distributed 
about the country and have used their skill not 
only on the production of war material, but also 
on the highest class of products for civilian and 
private work; and it was largely this fact which 
gave us the lead in engineering, shipbuilding and 
kindred industries. 

Already the gradual reduction of the number 
of these men in private works has had its effect; 
and the foreigner has of late years— and especially 
since the war — become almost, if not quite, equal 
to the British workman in the production of the 
best material of various kinds. If a sudden 
demand for skilled labour be made at any time 
it is vital to be able to draw men from all parts 
of the country, and not merely from a few 
government establishments. 

Whilst advocating the private manufacture of 
armaments, and although I have made the remark 
f hat I do 7iot think the government service is a 
favourable atmosphere for the production of the 
most efficient and latest designs of war material, 

I do not for a moment want to imply that govern- 
ment servants are not fully equal to men outside; 
but the conditions are such that they have not 
the same chance of developing or sho.wing the 
inventive capacity of which they are capable. 


It is my belief that if the supply of war material 
were left entirely in the hands of government 
establishments, we should achieve a production 
of material of a sound and stereotyped kind but 
of an average mediocrity, which would not realise 
the best or latest improvements which are likely 
to be obtained if the production of war material 
be more widely spread in various private establish- 
ments throughout the counti’y. 

337 . Chairman : Is there anything you wish to add 
to that statement? 

Sir Eustace d’Eyncovrt: Yes. I should like to 
add that one of the troubles with regard to the 
idea of a new form of mechanical apparatus, or 
whatever it is, under the government service is 
that it is so much easier in private firms to get the 
money quickly. A young man comes along with a 
good idea and it is submitted to a few of the head 
people, and they say : “ Well, what will it cost to 
start? ” and then they say: “ We shall want some 
new plant — £5,000 or something”; and you can get 
that through directly. 1 n tlie government service 
it has to go through the Treasury and round and 
round, and a lot of people make objections to it. 
All these things put the brake on the production of 
new inventions. 

338. Chairman : Your evidence is directed prac- 

tically entirely to the question of efficiency? 

Sir Eustace d’Eyncourt : Yes. 

339. Chairman : In your view, and as a result of 
your experience, you think that you are more likely 
to get efficient national service if the private fac- 
tories are retained? 

Sir Eustace d’Eyncourt-. Yes, emphatically so. 

340. Chairman : On the question of efficiency, of 
course a groat deal depends upon whether you have 
an efficient staff of skilled men, does it not? 

Sir EuMace d’Eyncourt : Yes. 

341. Chairman : Assuming that it was thought right 
to abolish private manufacturers of arms and 
nationalise the service, would there be a difficultly, 
in your opiuion, in retaining or supplying a suffi- 
cient number of skilled men in a national factory? 

Sir Eustace d’Eyncourt : Yes, I think there 
•would be considerable difficulty. The trouble is 
the individuals; it is not easy for them to come to 
the top as soon as they have got into the govern- 
ment service. 

342. Chairman: Yes; but if there was a govern- 
ment service for the supply of munitions, it would be 
confined to the supply of munitions, I assume? 

Sir Eustace d’Eyncourt : Yes. 

343. Chairman : In private factories are there men 
employed in branches of the work of the factory 
other than arms, who can be drawn into the arms 
service in the event of pressure? 

Sir Eustace d’Eyncourt Yes, certainly. 

344. Chairman : I mean, is the amount of skill that 
they acquire in other branches of work of value if 
there is found to be a great pressure of work in 
the manufacture of arms? 

Sir Eustace d’Eyncourt : Yes, it would certainly 
be of great value. 

34o. Eame Ztuchel Crowdy : You lay great stress 
on the fact that initiative is cramped in govern- 
ment service. That is one of your chief arguments, 
is it not, against government manufacture? 

Sir EuMace d’Eyncourt : Yes. 

346. Dame liachel Crowdy: It .seems to me to be 
ratber a sweeping statement. You say: ”... the 
conditions are such that they have not the' same 
chance of developing or showing the inventive capa- 
city of which they are capable.” Then you also 
say at the beginning: “ This attitude, which my ex- 
perience shows exists .widely in various departments 
of the government service, does not make for great 
improvements or help inventive genius.” Is that 
your general opinion of government service? I have 


MINUTES OF EVIDENCE 


35 


22 May, 1935.] Sir Eustace Henry Tennyson d’Eyncourt, Bart., K.C.B. [Continued. 


ill my mind, of course, at the moment the Post 
Office, and I think that none of us would deny that 
there has been a great deal of scientific research 
in the Post Office organisation and a great deal of 
invention within the Post Office, which, after all, 
is essentially a government service? 

Sir Ev^stace d’Eyncourt : Yes. Of course, 1 

would not for a moment deprecate the research work 
done by the Department of Scientific and Industrial 
Research, with which I am connected. The National 
Physical Laboratory do magnificent work in the 
research line, and the work they do and the re- 
searches they complete are of the greatest 'help in 
developing things like aeroplanes, and so on; but, 
at the same time, I think these improvements are 
more quicldy developed by private firms, who have 
the advantage of being able to consult the govern- 
ment research departments. 

347. Dame Bach el Croivdy: Therefore you really 

feel that it is in connection with this one particular 
subject, armaments generally, that research is 
cramped within government departments? 

Sir Eustace d’Eyncourt : Yes. I have been 
thinking about armaments in the whole matter; i 
have not tliought about the Post Office particularly. 

348. Sir Kenneth Lee : One of your points is that 
there will not be skilled men available. Are skilled 
men so important to-day as they were before the 
war? 

Sir Eustace d’Eyncourt : I should say so — even 
more so. Things are becoming more scientific, and 
more accurate workmanship is wanted in almost 
everything. 

349. Sir Kenneth Lee : But is not the machinery 
more automatic? 

Sir Eustace d’Eyncourt: Y’^es; but someone has 
to make tlio machiner 3 ' ; that is one of the great 
points. The fellows who make the jigs and gauges 
are perhaps the most skilled men of all. 

350. Sir Kenneth Lee : But do not they make them 
now in the government service? 

Sir Eustace d’Eyncourt: Y’’es, I suppose they 
do to a certain extent; but you want a lot of these 
men, and when a large quantity of material was 
wanted there would probably bo a shortage of the 
most skilled men who make the jigs and gauges and 
who carry out the draughtsmanship, and so on, of 
all this very complicated machinery, which is getting 
more complicated and scientific every day. 

351. Sir Kenneth Lee : But it is more on the gauge 
side than on the ordinary production side that you 
think skill is required? 

Sir Eustace d’Eyncourt: No; I think both. 

352. Sir Kenneth Lee: You say that people work- 
ing for private firms get patents and keep them for 
themselves. Is that so? 

Sir Eustace d’Eyncourt: I do not think they 
keep them for themselves; thej' take out a patent 
and try to develop the invention and make money 
out of it. 

353. Sir Kenneth Lee : Do not nearly all large con- 
cerns put their servants under some obligation? 

Sir Eustace d’Eyncourt : A great many do ; that 
is quite true; but I think the servants generally get 
a good deal of consideration from the firm for what 
they have done ; and, of course, there are a large 
number of inventions which are made by people, 
in their private capacity, .who are not in the ser- 
vice of any big firm at all, perhaps. 

354. Sir Kenneth Lee : As I understood your evi- 
dence, I thought you meant that such firms as 
Vickers did not put their people under any obliga- 
tion. 

Sir Eustace d’Eyncourt : I do not know exactly 
what obligation Vickers piat their people under, but 
I know that in the ordinary government service 
there is not much encouragement to the inventor in 
the ordinary way. 

355. Sir Kenneth Lee : But is it not probably 

because thej' have not had the opportunity? 


Sir Eustace d’Eyncov/rt : Well, I have 

endeavoured to show in my memorandum how diffi- 
cult it is for them to bring their inventions forward 
and to get them adopted and encouraged, to find 
money to start them, and so on, in the government 
service. Of course, in the war it was very much 
easier, because money was no object and one got 
a.way with the thing; but in the ordinary way the 
government arrangements are very clogging for 
developing a new idea. 

356. Sir Kenneth Lee: Your evidence suggests, of 
course, that people working for the State do not give 
of their best? 

Sir Eustace d’Eyncourt : Well, I think they give 
of their best in a sort of way, subject to the feeling 
that they do not want to add to their responsibilities 
or get into bad odour from being a nuisance to their 
superiors, which comes in a good deal. 

357. Mr. Spender : Might not it possibly be said that 
the conditions j'ou describe are the natural result 
of relying mainly on private firms, and that you 
might have another system in which the incentive 
to private effort and to research and enterprise 
might be as strong as they are, say, in the Post 
Office? I am not expressing any opinion as to the 
right or wrong solution, but I am putting that to 
you on this particular point. 

Sir Eustace d’Eyncourt : It would want a great 
deal of reform and re-modelling of the procedure, 
and so on. 

358. Professor Guttcridge: If one approaches this 
from the point of view of our national seciiritj', I 
suppose the) most important point is to ensure an 
adequate reserve of highly trained men. Is that so? 

■ Sir Eustace d’Eyncovn-t : Yes, I think so. 

359. Professor Gutteridge : Is it your view that that 
would he quite impossible under a national system? 

Sir Eustace d’Eyncourt : I think it is very much 
more difficult;- and I think, as I have said, that the 
results of most of the great inventions coming 
through private individuals indicates that. 

360. Professor Gutteridge : Some of these things have 
been invented by government servants, have they 
not? Was not the paravane invented by a member 
of His Majesty’s service? 

Sir Eustace d’Eyncourt : The paravane was in- 
vented by Commander Burney, and it was developed, 
I think, in conjunction with Messrs. Vickers. 

361. Professor Gutteridge : For our purpose he m.y 
be regarded as ah employee of the State, I take it, 
at the time he invented the paravane? 

Sir Eustace d’Eyncourt : Yes; but it was not his 
particular line. He was a naval officer. 

362. Professor Gutteridge: You draw a distinction, 
do you? 

Sir Eustace d’Eyncourt : He was in the sense 
of being a private person vis-a-vis the paravane. 

363. Professor Gutteridge: Supposing j-ou had a 

national sj'stem, what would you have to do in order 
to provide for this adequate reserve of skilled men? 
Have you ever considered that question? 

Sir Eustace d’Eyncourt : I think it would he 
very difficult. I think they would always have 
to draw on private sources when an emergency 
arose. You would have to get skilled men from out- 
side; there would not he enough otherwise. 

364. Professor Gutteridge : There are certain trades 
available at once in time of war, are there not? I 
believe that watchmakers can be used for some of 
the more delicate wmrk on gun sights, and that sort 
of thing? 

Sir Eustace d’Eyncourt: Yes, I dare say. 
Motor-car people, of course, are very useful, but 
in time of w'ar probablj" they are wanted for maknig 
more motor cars. 

365. Professor Gutteridge : Y’ou mean there’ may be 
a shortage ? 

Sir Eustace d’Eyncourt: There would be a 
shortage, I am sure. 
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366. Professor Gutteridge : I am asking you these 
questions because ivhat is troubling me is this: How 
would it be possible under a national system to 
maintain this reserve? 

Sir Eustace d’Eyncourt: I think it would be 
very difficult to maintain a reserve of highly skilled 
people. It would want considering. 

36/. Sir Philip Gihhs: When you say you advocate 
the private manufacture of armaments, I imagine 
you are looking at it mainly from a technical point 
of view; you are not considering at all the moral 
side of the question and the alleged abuses of private 
manufacture and private traffic in arms P 

Sir Eustace d’Eyncourt : No. 

368. Sir Philip Gibbs : You have left that entirely 
out of your consideration. 

Sir Eustace d’Eyncourt: Yes; but, of course, 
I have had considerable experience in trying to get 
orders for warships, and so on, in foreign countries. 

369. Sir Philip Gibbs: Do you agree that there are 
abuses with regard to the private traflSc? 

Sir Eustace d’Eyncourt : I have not come 
across any in going to foreign countries for orders, 
with which I have had considerable experience. I 
always found that the foreigner knew what he wanted 
— he wanted to get a better ship, or gun, or what- 
ever it was, than his neighbour and potential enemy, 
and that was all that he thought about. There 
was never any inducement from any firm that I 
represented to try and make him go to war, or any- 
thing of that sort. 

370. Sir Philip Gibbs : You did not find it neces- 
sary to indulge in a little “ backsheesh ”? 

Sir Eustace d’Eyncourt : Personally, no. 

371. Sir Philip Gibbs : Or your agents? 

Sir Eustace d’Eyncourt: It is rather difficult 
to speak about all the agents. It is rather difficult 
to define “ backsheesh,” I think, too. 

372. Sir Philip Gibbs: Let us say friendly presents? 

Sir Eustace d’Eyncourt: I really did not come 

across anything of that kind myself. 

373. Sir Philip Gibbs : I see you lay very great 
vstress on efficiency and on inventive genius with 
regar^ to arms, and I want to ask you one or two 
questions on that point. I was wondering, for 
instance, whether you would agree that high effi- 
ciency in the production of destructive weapons is 
apt to lead to dangerous competition with other 
countries who naturally want to keep pace with 
new inventions. Do you think that does in fact 
lead to international competition? 

Sir Eustace d’Eyncourt : Everyone wants to 
get the best, and we do not want to be left behind, 

I take it. 

374. Sir Philip Gibbs : But do you think perhaps 
that inventive genius applied to destructive weapons 
is rather double-edged in its effect, and that any 
invention made in this country is very quickly 
imitated by foreign nations? 

Sir Eustace d’ Eyncourt : Yes. I think every- 
one tries to get the best, whether from their own 
sources or from learning from the foreigner or who- 
ever it may be. 

375. Sir Philip Gibbs : I imagine you would agree 
that the intensive progress in the science of slaughter 
has been adopted by the world generally and not by 
one nation ; that is to say, you see a steady progress 
in the efficiency of weapons throughout the world? 

Sir Eustace d’Eyncourt: Yes. It is not always 
the progress in slaughter; there is protection as well, 
for instance, armour, and so on. 

376. Sir Philip Gibbs: Do you think it is more likely 
that private firms would pass on their patents of 
new inventions to foreigners, or do you think it 
would be more probable that they would pass on 
their inventions under a national system? 

Sir Eustace d’Eyneowrt: No, I should not 
think so. Surely government control could stop any- 
thing of that sort. 


377. Sir Philip Gibbs: But do you think they are 
stopping it ? 

Sir Eustace d’Eyncourt : Of course, as a matter 
of fact, any invention which is .brought out, or any 
patent, very soon becomes public property, universally 
almost. In fact, some of the most secret and confi- 
dential and important things are not patented, on 
account of the mere fact that if they are patented 
the nature of the invention is published. 

378. Sir Philip Gibbs: I imagine that private firms, 
if they do produce a new invention, do go about 
trying to sell it to other countries? 

Sir Eustace d’Eyncourt : Of course, inventions 
which are submitted first to our own departments — 
the War Office, the Admiralty, or whatever it is — 
can be made absolutely confidential; there are con- 
fidential patents which the inventors have not been 
allowed to publish. 

379. Sir Philip Gibbs: Take the aeroplane manu- 
facturer; surely a firm like Handley Page would 
have a perfect right to sell its patent to foreign 
countries ? 

Sir Eustace d’Eyncourt : Yes, I dare say. 

380. Sir Philip Gibbs : From j’our experience, would 
they bo under any obligation to sell them solely to 
the British Government? 

Sir Eustace d’ Eyncourt : No, I do not think so, 
not unless it is made a confidential matter, and he 
is sworn not to divulge it to any foreign country. 

381. Sir Philip Gibbs: Has the government the right 
to impose that obligation upon a firm? 

Sir Eustace d’ Eyncourt : I think the govern- 
ment has a right to do that about any invention, 
and I think the people are patriotic, too. 

382. Sir Philip Gibbs : Would not you agree that in 
general practice these private firms are not under 
any such obligation, and do not regard it as any 
sort of moral defect on their part to sell their patents 
to foreign countries? 

Sir Eustace d’Eyncourt : No. I think that any 
British firm would keep for its own country anything 
of real value, particularly it requested; apart from 
any definitely legal oblligation, it would keep It 
within the country and not sell it abroad. 

383. Chairman : It must depend upon the firm, I 
suppose? 

Sir Eustace d’Eyncourt : Yes. 

384. Chairman : Some firms would do whichever paid 
them the best; other firms might do the patriotic 
thing? 

Sir Eustace d’Eyncourt : Yes, possibly. 

385. Sir Philip Gibbs: Take, for instance, a firm 
like Vickers, which has many international affiilia- 
tions; would not it be necessary for them to pass on 
any secret of manufacture to their other companies? 

Sir Eustace d Eyncourt : Oh, no, not necessarily. 

386. Sir Philip Gibbs : Do you think it is likely that 
they would do so? 

Sir Eustace d’Eyncourt: I could hardly say; 

I am not a minor prophet. 

387. Sir Philip Gibbs: This is within your own know- 
ledge. Have these inventions been sold in the past 
to foreign firms? 

Sir Eustace d’ Eyncourt ; Certain inventions 
have become available for foreigners, no doubt; and 
all inventions become available ; it is only a ques- 
tion of time. 

388. Sir Philip Gibbs : You see, the point that I am 
driving at, and I think it is rather an important 
point, is this : that inventive genius applied to 
arms is perhaps a double-edged weapon ; because as 
quickly as any new invention is adopted, or some 
superiority obtained, by one country, it is 
immediately countered by a foreign nation. For 
instance, I should like to ask you whether that did 
not happen with regard to the Dreadnoughts? Were 
you one of the designers of the Dreadnoughts? 

Sir Eustace d’Eyncourt: No. I was not at 
the Admiralty then; Sir Philip Watts was the 
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Director of Naval Construction when the Dread- 
noughts were designed. 

389. Sir Philii> -Giblis : Do you agree that when we 
decided upon the Dreadnought type, that was in- 
stantly countered by Germany building big ships, 
and our superiority really did not exist for more 
than a very short time? 

Sir Eustace d’Eyncnurt : I think that applies 
to everything. You can only get ahead for a limited 
time. 

390. Sir Philip Gihhs : Does not that rather lead to 
the conclusion that this progress in arms is not really 
valuable to any country? 

Sir Eustace d’Eyncourt : Of course, if you 

wont back to tbe original base you would get back 
to bows and arrows and that sort of thing. 

391. Professor Gutteridge : I have heard it said that 
if the British army had been armed with the long 
bow at Waterloo the defeat of the French would 
have been even greater than it was, because the 
range of the long bow was so much greater than 
that of the Brown Bess. 

Sir Eustace d'Eyncourt : We beat them, any- 
way. 

392. Sir Philip Gihhs: With regard to the tanks, 
of which you were one of the designers, I imagine 
that most countries now have some form of tank? 

Sir Eustace d’Eyncourt : I imagine so — all the 
progressive ones. 

393. Sir Philip Gihhs : Based on our own experience 
and models? 

Sir Eustace d’Eyncourt: Probably. 

394. Sir Philip Gihhs: There, again, you see that 
our invention of the tank, .which was very helpful 
for a short time, might not be at all helpful to us 
if we have another war; it only intensifies the 
destructiveness of all nations? 

Sir Eustace d’Eyncourt : If the Germans had 
been six months ahead of us they would have won 
the war with tanks — if we had not had them. That 
is the whole point. You have just got to get ahead. 
It is like breeding racehorses; you have just got to 
win the Derby by a little bit. 

395. Sir Philip Gihhs: I imagine that applies more 
to countries in a state of war than in a state of 
peace; that is to say, the superiority is enormously 
valuable if you can get it when you are actually 
at war? 

Sir Eustace d’Eyncourt : Perhaps so. 

396. Sir Philip Gihhs: But it is more difficult when 
you have adopted the invention before war? 

Sir Eustace d’Eyncourt : Right through peace 
and war you have to keep up the whole idea of 
keeping the initiative in invention, in my opinion. 

397. Sir Philip Gihhs: I will just ask you one final 
question on the same point. Do you think that it, 
is really an advantage to one country to keep on 
increasing the efficiency and destructiveness of its 
weapons? 

Sir Eustace d’Eyncourt : Certainly, vis-a-vis 

other countries. 

398. Sir Philip Gihhs: That is to say, you must 
always be striving for superiority ? 

Sir Eustace d’Eyncourt : Yes. 

399. Professor Gutteridge : It is sometimes said that 
there are certain advantages in selling armaments 
to foreigners ; for instance, I have heard it said that 
by selling armaments we obtain knowledge of what 
they aro doing. Do you agree? 

Sir Eustace d’Eyncourt : Yes, we do, no doubt. 

400. Professor Gutteridge : I suppose if wo sell war- 
ships to a particular country wo know what we have 
to meet in time of war? 

Sir Eustace d’Eyncourt : Yes, certainly. You 
find out what they are doing. 

401. Professor Gutteridge : Do you regard that as an 
advantage ? 


Sir Eustace d’Eyncourt: Yes, I certainly do; 
and, of course, the fact of building warships for a 
foreigner gives us the advantage of having in our 
possession the warships that are building. When the 
war began we took four battleships for which the 
British taxpayer had not paid a penny ; we were 
able to take them over and they became an asset 
to us in the war. 

402. Professor Gutteridge : Were those the Turkish 
vessels ? 

SHr Eustace d’Eyncourt : Two Turkish. 

403. Professor Gutteridge: And two Chilian? 

Sir Eustacet d’Eyncourt : Yes. I think there 
were also some smaller ships, too. 

404. Professor Gutteridge : Your work has been on 
the constructional side, has it not? 

Sir Eustace d’Eyncourt: Design and con- 

struction. 

405. Professor Gutteridge : You are not familiar with 
the ordnance side, are you? 

Sir Eustace d’Eyncourt : Of course, incidentally^ 
one has a good deal to do, certainly, with the bigger 
gun mountings, and so on. 

406. Ghainnan: There is one question I wanted to 
ask you, and there are two questions that I have 
been asked to ask by representatives who are here 
listening to what is going on. Professor Gutteridge 
has raised an important point about maintaining 
an adequate reserve of skilled men. Assuming that 
nationalisation of armaments was accepted and 
adopted, the nation would then desire, I dare say, 
to keep its plant efficient and to provide sufficient 
work to keep their men skilled, and would wish also 
to provide opportunities for training the young men 
to come on and become skilled men? 

Sir Eustace d’Eyncourt : Yes. 

407. Chairman: If that is so, do you think that the 
governments who were making arms would be likely to 
become themselves traders in arms in order to keep 
their plant and their men, and so forth, efficient? Do 
you think there is a danger of that, because in peace- 
time I assume the amount of work which would be 
required to be done in a national factory would be 
relatively small? 

Sir Eustace d’Eyncourt : Yes, no doubt. That 
is one of the points, incidentally, which I wanted 
to make; that by placing government orders where 
the very highest class of material is reqriired, and 
the greatest skill is slpread [widely through the 
country, you have a leaven of the greatest skilled 
men everywhere, and if they are in private works 
their skill can be used for civilian and private work 
during the time when they are not actually doing 
the war material for the government — they can do 
the highest class of work for civilian purposes. 

408. Chairman : The two questions I have been asked 
to put to you, and I am quite prepared to put them, 
are these : Whether you considei* that the present 
private firms contracting for the Admiralty are in- 
dependent, and whether in the true sense they are 
competitors for government orders, or are they closely 
interlocked? Is there, for example, any connec- 
tion betw’een Vickers, and Brown, and Parsons ^do 
you know whether there is any working connection 
between those firms? 

Sir Eustace d’Eyncourt: No, I do not think 
so. In fact I am sure not. Of course, they know 
what the other firms are doing. For instance. 
Parsons, with which I am connected, make machinery 
for Vickers’ ships, and we help to design the 
machinery on Brown’s ships, and so on. 

409. Chairman : I think that .what the questioner 
wants to know is whether, in the event of a govern- 
ment order going to be placed, other firms put their 
heads together in order to fix a price instead of 
acting as competitors. I think that is the object 
of the question. Do you know anything about that? 

Sir Eustace d’Eyncourt: No, I do not know 
anything about that. 
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410. Chairman : The other question is this : Could 
the witness amplify his statement with regard to 
the experience of armament firms during the war 
with regard to the ability of jjrivate firms to provide 
efficient personnel and equipment P It is common 
knowledge that there was a great deficiency of per- 
sonnel and equipment amongst the private firms 
when once the enormous requirements of the country 
were realised. Is not that a fact? 

Sir Eustace d’Eyncourt : Yes. 


411. Chairman: I assume that that is what is re- 
ferred to. I mean, the jorivate firms were unable 
to rise to the great emergency of the Great Warp 

Sir Eustace d’Eyncourt : Of course, they had 
not nearly all the plant which was necessary; but 
they had a good deal and they had the skilled men, 
and it was easier to develop their plant and teach 
the younger men to do the bettor class work, and 
so on. 

412. Chairman-: We are very much obliged to .you. 
Sir Eustace. 


{The Witness withdrew.) 


Major the Rt. Hon. John Wauleb Hills, P.C., M.P., and Captain the Hon. John de Verb Loder, 
EE behalf of the League of Nations Union, called and examined 


413. Chairman: AVill you give the reporter your full 
name. Major Hills P 

Major Hills: My name is John AValler Hills; 1 
am a Member of Parliament, and I served in the 
Ministry of Munitions in the war w’hen I came homo 
from the front wounded, and I also served on the 
Temporary Mixed Commission at Geneva which sat 
for three years, a sub-committee of which was ap- 
pointed to consider the question of traffic, and 
another sub-committee on the question of manufac- 
ture. I did not sit on the manufacturing com- 
mittee, but I was rapporteur of the traffic com- 
mittee, and I myself drafted the report which 
formed the basis of the Convention of 1925, which 
is now before the nations for ratification and 
acceptance; and I think I may say that they largely 
took my draft, and that a large part of the present 
Convention is what I drafted. 

414. Chairman: And you. Captain Loder? 

Captain Loder: My name is John de Vere 

Loder; I am a Member of Parliament, and a mem- 
ber of the executive committee of the League of 
Nations Union, on one of whose sub-committees for 
investigating this particular question I have sat; 
otherwise I have not any specific connection with 
the armaments question. It is principally as a 
member of the Council of the League of Nations 
Union that I am here. 

415. Chairman : Are you both members of the League 

of Nations Union P ° 

Major Hills : Yes. May I add that I am Vice- 
Chairman, but I do not speak on behalf of the 
Committee. 

416. Chairman: No; I understand that. 

Major Hills : Lord Cecil has given that evidence. 

417. Chairman : Lord Cecil told us that there was a 
difference of opinion amongst members of the Union, 
and that he represented one view, and I think you 
two gentlemen represent the other? 

Captain Loder : Yes. 

418. Chairman : I suppose there are a very large 
number of members of the Union, are there not? 

Major Hills : I think about 400,000, or some- 
thing of that sort. 

419. Chairman : And there is this difference of 

opinion? 

Major Hills : Yes. 

420. Chairman : You have prepared a statement. 
Would you like to go through that statement and 
read it to us? 

Major Hills: {reading) 1. Private manufacture 
is attacked on the practical ground that it 
encourages war and on the moral ground that it 
is wrong to make a profit out of killing. National- 
isation, by which we mean the system outlined by 
Lord Cecil of Chelwood, is proposed as the remedy 
for both. On the practical issue we consider that 
licence and control of manufacture and of traffic 
would at least do as much to prevent war as 
would nationalisation, and that it avoids the evils 
of the latter. We will deal with the practical 
issue first, and with the moral question afterwards. 


2. Manufacture of Arms: the American Plan . — 
For controlling manufacture, we suggest broadly 
what is known as the American plan, namely, 
the Articles submitted to the Disarmament Con- 
ference by the American delegation last year 
(Conf. D. 167). The Commission no doubt is 
familiar with this document, so we will only say 
that it would control manufacture by the three 
principles of licence, inspection and publicity. No 
arms could be made without a government licence. 
All manufacture and all sales and purchases would 
be matter of public knowledge. No arms would 
be sold except to a government whose name would 
be known, or in excess of what is allowed by a 
disarmament convention. All arms factories 
would be inspected periodically by members of a 
Permanent Disarmament Commission established 
at Geneva. The results of inspections, together 
with particulars of licences, sales and purchases, 
.would be published. We assume that (in the 

absence of an international disarmament conven- 
tion) the inspection would be confined to the 

verification of the returns furnished by the 

different governments. 

This system must be accepted by the chief manu- 
facturing countries, which are not many, in 

order to be effective. It could not operate if a 
substantial number of the producers were left out. 
It certainly would be useless for Britain alone to 
enforce it leaving the rest of the world free. 

Wo reg,yd international inspection (Chap. IV) 
as essential. Inspection by nations themselves 
would not give that confidence on which security 
depends. 

3. Control and Licence v. Nationalisation of 
Armament Eactories . — Nationalisation in Britain 
alone, while leaving the rest of the world free, 
would not help to prevent war, so that can be 
disregarded. Nationalisation must include all pro- 
ducing states. Now, if no arms are made except 
by governments, all nations — down to the smallest 
South American republic— must either start state 
factories of their own or come to some arrange- 
ment with a producing power for supply. As the 
world is, nations must he armed. The great 
majority of states would be in the second class, 
for they have neither the minerals nor the skilled 
direction nor the technical equipment necessary 
for so specialised a manufacture. They would 
come to an agreement with a producing power. 
Now, such a bargain must ho two-sided. The pro- 
ducing power must be certain that the arms are 
never employed against itself or its allies; the 
importing power must be certain that it always 
gets the arms it wants, especially in the crisis 
of a doubtful war. It must also be sure that it 
IS to be the judge whether arms are supplied or 
not, for it could not run the( risk of being left 
in the lurch in its necessity. You would have 
restricted its power to buy from many sources, 
therefore the bond between producer and importer 
must bo close. Countries in the past have used 
supply of arms as a means of extending their 
sphere of influence. Whatever this country did. 
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certain other countries would do the same in the 
futnre and to a much greater extent, since they 
had not to compete against private supply. In 
the end wo submit that you would get a grouping 
of the world highly dangerous to peace, with 
powers that might be peace-breakers stretching 
their tentacles in all directions. Note, too, that 
in the case so often quoted, the war between 
Bolivia and Paraguay, this war might well he 
harder to put down under nationalisation than 
under controlled and licensed private manufac- 
ture. The producer-country which agreed to 
supply either belligerent would no doubt have 
made similar agreements, perhaps many, with other 
countries. It could not break faith with one with- 
out destroying the confidence of all. The supply 
of arms would have acquired almost the sanctity 
of a treaty. There would be strong pressure 
against deserting the importing country in its 
extremity. 

Under the system of private manufacture such 
a war can be stopped more easily. It can be 
stopped to-day, if all producing countries agreed 
to prohibit the export of arms, direct or indirect, 
to the belligerents. If it is objected that such 
agreement has proved impossible to obtain, and 
always would be impossible, the answer is that 
agreement would be equally necessary under 
nationalisation, and more difficult to get. If a 
country fails to do its duty by forbidding its 
nationals to export arms, it would hardly be more 
likely to act if it itself were the exporter. More- 
over, as stated above, a supply of arms might be 
almost a matter of treaty right. 

4. Countries where all Production is Nationalised. 
— There is one point to which iwe wish to draw 
attention because its importance seems to have 
passed unnoticed. 

The assumption underlying the proposal for the 
nationalisation of arms manufacture is that trade 
in general is free. But there is at least one 
country where, even now, aill production is in the 
hands of the government. Every factory there- 
fore in that countrj' would, under such a proposa,!, 
be a factory authorised to produce arms. But in 
other countries, our oivn included, where produc- 
tion and manufacture are still in private hands, 
only the government arsenals would be in the 
position in which every factory and shipyard 
would be in a country where all production is 
nationalised. 

5. Increase of State Factories . — Coming to the 
.second alternative mentioned in paragraph 3, com- 
pelling all countries who do not have state fac- 
tories to start them, yoit would thereby actually 
increase the amount of arms made. States which 
do not now have factories would start them and 
it is difficult to see how this would help disarma- 
ment. State factories, perhaps a popular and 
lucrative employment, would be the hardest of all 
to abolish. 

But there is a greater evil than that. Arma- 
ment factories now do not make arms all the time. 
Possibly one-tenth of their output is arms, iiiiie- 
tenths civil goods. But in this country at any rate 
a state factory would have to make arms and 
nothing else all the time. Public opinion would 
not allow an enterprise financed by government 
money to compete in building merchant ships or 
bridges or electrical plant or motor cars. Certain 
shipyards and certain factories would be set apart 
to make armaments and nothing else, and they 
would have to make more than private firms do 
now for this r^son : all manufacturing countries 
have— wo certainly have— an immense power of 
expansion in war time. We can convert our 
factories to war production because they have made 
arms in peace time. But expansion would be 
more difficult if all armaments had, for many 
years been made in state factories and the art 
was iost in private factories. We suggest that 


the result would be that a prudent War Office 
and Admiralty and Air Ministry would insist on 
bigger reserves of arms. This w’ould not only 
cost more but could hardly tend to the peace of 
the world. 


6. Traffic in A?-ms.— We advocate the American 
plan also for the control of traffic in arms. This 
brings up to date the earlier Convention of 17th 
June, 1925 (Command Paper 3448/1929); see 
Chap. Ill of the draft American articles. This 
is based on the principles of licence and publicity 
and prohibition of sale except to governments. 
No exports or imports could take place without a 
government licence, containing full particulars, 
which would be published. No sales would be 
allowed except to governments, or bodies anthorised 
by them. Particulars would be given of all war- 
ships laid down and completed. Exports to ter- 
ritories under the sovereignty or tutelage of the 
exporter (e.g., the British Empire including man- 
dated territories) are excluded. 

7. Solicitation . — ^No doubt the public is deeply 
moved by the belief that armament makers per- 
suade a country to arm and then go round and 
frighten its neighbours into arming also, and we 
do not disregard the evidence given before the 
Committee of the American Senate. But if nations 
were the only sellers, would they be more scrupulous 
than individuals? Some would, but whether all 
would is much more debatable. We have no evi- 
dence as to how far solicitation is used by armament 
firms in this country; but we suggest that nations 
arm not because they are solicited but because 
they are afraid. Solicitation admittedly may 
act on fear, but is not the primary cause of fear, 
and fear is the cause of armaments. Nations 
would arm, were there no solicitation whatever, 
until fear is removed. But putting solicitation 
at its most evil, and no one can feel easy about 
it, one way to meet it would he to add a clause to 
the American articles imposing the sanction of 
forfeitnre of the licence to manufacture on proof 
of solicitation, which would be a heavy and we 
believe effective penalty. We may point out that 
the penalty of forfeiture of licence would not be 
applicable if governments were the only makers 
of arms. 


8. Bisturlanee of International Pelations . — It is 
said that solicitation by sellers of arms keeps the 
world in a state of permanent unrest. We do not 
presume to offer evidence on this head, for we 
have no first-hand knowledge, but we wish to make 
a comment. In Europe of to-day, where unrest 
is obvious, is this unrest the doing of Vickers or 
Ki-upps or Creusot or Skoda? Probably no one 
would say that their activities are the sole cause, 
and we find it difficult to believe that they are even 
a serious contributory cause. Surely the ^ evils 
affecting Europe lie deeper than the activities of 
armament makers, however mischievous. But 
even if these are a contributory cause, it remains 
to be proved that nations if they were the only 
sellers would be less active in soliciting than are 
firms or companies. 


9. Summary of American Plans . — All armament 
firms would be under direct government control 
(Arts. 2 and 3). No arms would be made except 
under licence (Art. 5). All licences, all orders 
received, and all arms made would be matter of 
public knowledge (Arts. 7 and 23). No export 
except to a government (Art. 10) and no 
or import except under licence (Art. 8). All ex- 
port and import licences would also be matter ot 
public knowledge (Art. _ 23) All factories to be 
inspected by an international body (Art. 20 Bt s^a-h 
the results of such inspection to be published 
( \rt 22). 

" No sanctions are attached to a breach of the 
convention, beyond publicity, that is special in- 
ternational inspection and report (Arts. 27-29). 
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10. TFeafcness of Britain wider Nationalisation. 
—We do not prepare for war to the same extent 
as some countries. We rely on our power to ex- 
pand. This is our traditional and commendable 
policy. This wh should sacrifice if we adopted 
nationalisation. The fact that we have a large 
armament trade all over the world makes us strong 
for defence. Our potentialities are great and well 
known, and consequently .we are less liable to 
attack. 

11. The Moral Issue . — Possibly most people who 
object to private manufacture do so either because 
they think it bad that there should be capitalists 
and shareholders who profit by war, or because 
they consider it wrong to make money out of 
killing. 

The first belief, the wish “ to take the profit 
out of war ” is partly a moral movement, but 
also practical, as it is believed that if war is pro- 
fitable it will happen. This we think debatable; 
but it is obvious that the fewer the people who 
benefit by w'ar the better for the world. That 
cannot be disputed. It is argued that so far as 
self-interest is a motive, nationalisation, by re- 
placing private self-interest by corporate self- 
interest, might lessen its intensity. AVe doubt 
this; but even granting that it would, we con- 
sider that the evils of nationalisation greatly out- 
weight its advantages. 

The second belief, that it is wrong to make 
money out of death, is widespread. We know it 
is held by people of high character, for whom we 
have the greatest respect, and we do not over- 
look the necessity of dealing with it. We venture, 
however, to make two observations. Assume ail 
manufacture nationalised, some sales have to be 
made to non-producing countries, and if these are 
made at a profit, as they certainly would be, the 
selling country is profiting out of death. If 
private action is indefensible, corporate action is 
no less so; and yet sales must he made or else 
the unfortunate non-producing countries .will be 
at the mercy of their producing neighbours. Nor 
would the world he better if Britain alone refused 
to supply, and left the trade to countries who 
might be regarded as less scrupulous. That is 
our first answer, but perhaps a stronger answer is 
this. Profit in arms may be wicked, but the 
problem before statesmanship is not one of general 
rectitude, but how to make the world more peace- 
able. Before nationalisation is adopted it must 
be proved that it means peace. AVe have shown 
why we think it fails on the practical issue. And 
for ourselves we cannot see that it even solves the 
moral difllculty. 

421. Chairman: You have put your case very 

plainly, if I may say so. But there is one passage 
that I do not quite follow, and perhaps you will 
explain to me what exactly it means. In para- 
graph 3 you say : Therefore the bond between pro- 

ducer and importer must be close "—then you go on 
to say : 

“ Countries in the past have used supply of 
arms as a means of extending their sphere of in- 
fluence. Whatever this country did, certain other 
countries would do the same in the future and to 
a much greater extent, since they had not to 
compete against private supply.” 

I do not quite follow what you are driving at there. 

Major Mills: The argument is. that certain 
countries in Europe after the war have used their 
supply of arms to make political alliances — say France 
and Poland and if they had held the sole supply in 
their hands and had no competition to meet from 
private sellers, would not that power, which I regard 
as a very questionable and dangerous power, operate 
to a greater extent? 


422. Chairman : Then, in paragraph 4, you say : 

The assiimption underljdng the proposal for 
the nationalisation of arms manufacture is that 
trade in general is free. But there is at least 
one country where even now all iiroduction is in 
the hands of the government. Every factory 
therefore in that country would, under such a 
■proposal, he a factory 'authorised to produce arms. 
But in other countries, our own included, where 
production and manufacture are still in private 
hands, only the government arsenals would be in 
the position in which every factory and shipyard 
would be in a country where all production is 
nationalised.” 

I do not see how you arrive at the statement that 
trade in general is free. 

Ma^jor Mills : In this country. Sir, if all the 
maiking of arms is nationalised, certain factories 
would be armament factories, but the ordinary 
private factories all over the country would not be 
armament factories. In a country where all manu- 
facture is governmental, every factory would be 
an armament factory, and that would put that 
country under an advantage, and wouldi make in- 
spection practically impossible. Take a big and 
widespread country— I think you know the country 
that we have in mind, Sir-iivith factories all oyer 
It, all government factories, they could make arms 
or anything else, and they might offer to open them 
for inspection, but it would take years to get round 
and inspect them, and they would have, on the 
practical side, a potentiality of manufacture which 
gave them the advantages of government and private 
manufacture in one, against another state which 
left the rest of its productive capacity free, and 
!io’o in government factories 

4.3. Chairman : Now have you considered this ques- 
tion: assuming natioualLsatioii to be adopted, if 
won d follow from that, would it not, that there 
would be no export by private firms of arms manu- 
factured by themselves; but under nationalisation, 
a government might employ private firms to manu- 
facture for them, and in that case they would bo 
government factories. 

Major Mills: You would distinguish. Sir 

between a nationalised factory and a factory 
employed by the government? 

424. Chairman: Well, I was asking you whether 
there really would bo any distinction. 

Blajor Mills : I take it that you could not haye 
a complete system of nationalisation unless the fac- 
tories, whether they wore national or agents of the 
goyernment, were confined to the making of arms 

425. Chairman: But is that necessary for a com- 
plete system of nationalisation ? Nobody conid ex- 
port arms from the country except the government. 
Does it cease to be a nationalised system because the 
government employs private firms to make, we wi'l 
say, parts of armaments or entire guns or entire 
aeroplanes? Does it cease to be nationalised in the 
sense in which >e are using nationalisation as 
opposed to private manufacture ? 

Major Mills : I understood that Lord Cecil 
applied nationalisation to start from the first process 
at which the raw material is differentiated for arms 
purposes compared with civil purposes. If the 
government gave that final proce.ss to Vickers, or 
Armstrong’s, or John Brown, or the Coventry Iron 
Works, would not that be a sj'stem of licensing 
private manufacture, and not a system of 
nationalised manufacture P 

426. Chairman: Well, that remains to he decided 
by somebody. Assuming again a system of national- 
isation to be established, do you think there would 
be any danger of the private firms at present manu- 
facturing in the country where nationalisation is 
established, removing their works to a country which 
IS not nationalised, or entering into working agree- 
ments with a firm in a country .which is not 
nationalised? Could tliat be prevented in an 3 ' way? 

Ma'jor Mills : I think that i,s very probable. Sir. 

I think the big firms that had got skilled men am? 


I 
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a hi.story of armament-making behind them would 
start factories in some country where armaments 
were not nationalised ; but may I respectfully suggest 
that the answer is an international treaty, whether 
it is for nationalisation or for the American plan 
that it must extend over all the main producing 
countries if it is to he effective. 

427. Chairman: How, under nationalisation, do you 
think that the manufacture of aeroplanes could he 
dealt with? We were told by one witness that there 
was no possible way exceiit the state taking over the 
whole of the manufacture of aeroplanes. Have you 
considered the question? 

Major Hills: I do not really think that the 
principle of confining national factories to the last 
process that differentiates the material from its civil 
purposes is very effective. I think you would find 
that except for the processes like the making of the 
steel, the differentiation starts very low down in the 
manufacture ; hut of course I have no technical 
knowledge whatever, and I believe that with regard 
to aeroplanes, certainly the differentiation between 
the civil and the military is increasing every year— 
the actual difference is increasing every year— and 
it may approximate in time to the difference between 
a merchant ship and a battleship. I venture to 
think, though it is only my own personal opinion, 
that you would have to set apart certain factories 
for the exclusive manufacture of military aeroplanes. 

I think they are so different from civil machines. 

428. Chairman: Captain Loder, would you like to 
say anything in addition to what Major Hills has 
said? 

Captain Loder: No, thank you. I agree en- 
tirely with what Major Hills has answered, and the 
statements he has made. 

429. Vame Bachel Crowdy : As you know, Ma-jor 
HiUs, in Geneva I had a good deal to do with the 
drafting of the various opium conventions. 

Major Hills: Yes, I know you had. 

430. Home Bachel Crowdy: I have been much struck 
with the likeness between the American draft con- 
vention and the International! Convention of 1931 lor 
the control of dangerous drugs. There is one great 
difference between them however, I can find nothing 
in the disarmament scheme which deals with limita- 
tion There is inspection, of course, and there is 
publicity, as you say. There is no reference to 
limitation. There is a clause in the Opium Conven- 
tion which limits manufacture to medical and scien- 
tific purposes. 

Major Hills : Yes. 

431. Dam-e Bachel Craicdy: I quite see that a clause 
of, such a kind could not he applicable to armaments, 
but do you believe that a tightening up of regula- 
tion, and a strictly applied license system, aS you 
suggest, is any good at all unless limitation of some 
kind goes with it? 

Major Hills: No system is any good without 
limitation of arms, either nationalised or controlled 
private manufacture. It is the essential condition, 
and if I may add this, the American draft articles 
proceed on the basis of a disarmament convention. 

432. Home Bachel Croicdy: You, I gather, are in 
favour of private maliuifacturte continuing, given 
strict control and an efficientiy applied licensing 
system, rather than that a Scheme of nationalisation 
should be adopted? 

Major Hills : Yes. 

433. Dame Bachel Crowdy: If you continue to have 
private manufacture on any lines, even licensed and 
controlled private manufacture, are not you still 
going to have all the disadvantages which go with 
business methods? 

Major Hills : Yes. 

434. Dame Bachel Crowdy: You are bound to go on 
having bribery ; you are bound to go on having 


touting for orders; you are bound to go on having 
combines with selling commissions? 

Major Hills : Yes. 

435. Dame Bachel Crowdy : How are you going to 
get past all that if you continue private manufac- 
ture? I should very much like to hear your de- 
velopment of that if you would bo good enough to 
give it. 

Major Hills : I quite see the evils that Dame 
Rachel is driving at, and I recognise them fully. 

I suggest that if you have complete publicity as to 
wihere the armaments go to, and you kno,w, at any 
given moment, what arms each country is getting, 
the basis for solicitation and frightening another 
country into arming would disappear, or anyhow 
would be lessened ; and again, if you had a disarma- 
ment convention, and no country could possess more 
than certain arms, and all those arms were known, 
solicitation could only take place up to the limit 
allowed in that convention ; it would be a very 
different solicitation from what exists in an uncon- 
trolled armed world. My third point is that I do 
not trust governments as much as some people do. 

1 do not believe for one moment that our Govern- 
ment would go and solicit, but I could name some 
governments that I am pretty sure would go and 
solicit. I do not think you get very mudh more 
righteousness by calling it a government than you 
do by calling it private individuals, over whom you 
can keep a much stronger check. Lastly you can 
forfeit the licence of a man that solicits, and he 
has no say ; it is gone ; liis trade is done away with, 
if he solicits. But take a government that solicits; 
we know that you cannot indict a nation ; how do 
you punish that government? You cannot. You 
have lost control. A very big part of your control 
is gone; because, if the private firm breaks out, 
a government would be very slow to defend the 
iniquities of its private nationals, but if its own 
actions were challenged, it woidd refuse to plead, 
and you would get a very nasty position. 

436. Dame Bachel Crowdy: I can think of a case at 
the moment on which I should like your comments, 
a case I came across myself. Suppose tliis system 
you suggest were in o]ieration, and you believe 
solicitation can he stopped to a very great extent 
by governments, how would a case like this be dealt 
with: Three months ago, in Manchuria, I talked 
casually to a man in a hotel ' and asked him what 
his job was in Manchuria at the moment. He said : 
“ Well, I have just come. I represent such-and- 
such a firm in the United States whose name I 
will not give because I have already given it to 
Senator Nye, and it is his business, not ours— ho 
said : “ I have just come from Afghanistan, where 
I have sold ” — his exact words were — “ where 
I have induced them to buy twelve tanks.” Now, 
ho.w are you going to follow up solicitation of that 
kind? The man is working from Manchuria and 
he has been doing his touting in Afghanistan, among 
the tribes. Now, how would you cope with that 
type of thing, which would probably not be done by 
a government, but which would be done by a private 
firm? 

Major Hills : Yes, I quite accept that that is a 
common state of things. I suggest that that ® 
employers would have been less ready to send him 
out to solicit if they had known that their business 
was imperilled ; and would it be quite impossible that 
that man should he the representative of some 
government, and that they were selling to the 
Japanese and to the Chinese? 

437. Home Bachel Crowdy: This actual man, you 
mean, or any other? 

Sir Philip Gibbs : This actual man. 

438. Home Bachel Crowdy: This actual man wa^s with 
one of the big private firms of the United states, 
and when I commented on this to some of the 
members of the Commission in Washington, I was 
told that that was very interesting, because there 
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was a record of tractors having been niannfactured 
and sent abroad ; but tliere was no mention of tanks. 

Sir Philip Gibbs: They were, I suppose, actually 
tanks ? 

439. Dame Bachel Crowdy : They were actuallj' 

tanks according to this man, who told me merely 
because he was interested in a job he had pulled off. 

Major Hills : We all want the same thing, and 
I quite see that if jmu can rely on nations to act 
more rightly than individuals on the solicitation 
side, there is a very strong case; but my experience 
of the world does not confirm that. I am not sure 
that you could. Just look at what is haiipening in 
Bolivia and Paraguay. There you have a certain 
country, who shall be nameless, breaking what was 
an agreement and still exporting arms. 

Captain Loder : Might I intervene, Mr. Chair- 
man, to elucidate that point? 

440. Chairman : Yes, by all means. 

Captain Loder: It has only just occurred 

to me that under nationalisation it would be a 
temptation to governments to keep their armament 
factories working at full time; that you might get, 
in an example of this kind, exactly the same kind 
of agent going to a country like Afghanistan on 
behalf of the government as you do on behalf of a 
private firm at the present time. 

441. Dame Rachel Crowdy. AVould not that be 
rather less Ilikely because, after all, diplomatic rela- 
tions in such circumstances might be endangered 
between governments? This would not enter into 
the question between private firms. 

Major Hills : I wonder. 

Captain Loder ; I have doubts ; but of course 
that must be a matter of opinion. 

442. Mr. Spender: Would you not agree. Major 
Hills, that this business of solicitation under various 
forms has been a part of diplomacy for generations 
past? 

Major Hills ; The jprivate sale of armaments ? 

443. Mr. Spender: Not the private sale. The point 
I want to get at is this. You suggest that it will 
be aggravated by nationalisation. 

Major Hills : Yes. 

444. Mr. Spender : I suggest that it has been a 
chronic source of difficulty for a great many years 
past. For instance, as we all know, governments 

very anxious that certain other governments 
should accept loans from them, and it is a very 
frequent condition that the loans shall be spent on 
armaments in the country of the lender. That is 
true, is it not? 

Major Hills : Yes. I think our record is rather 
^tter than that of the rest of the world. For 
instance, the Trade Facilities Act, which allows 
loans for the purpose of encouraging the export of 
British manufactures, excludes armaments. And 
I do not think that we use our diplomatic repre- 
sentatives, if at all, to the same extent as some 
countries do ; but I speak only from general know- 
ledge. 

445. Mr. Spender : I am not suggesting it is prac- 
tised by the British Government; I only suggest, as 
a general statement, that if you look at the diplo- 
matic records of Europe before the War, this was one 
of the great weapons, the offer to another country, 
even the persuasion of another country, to accept 
a loan on condition that it spent it on armaments 
in the lending country. 

Major Hills : Yes, I have heard that stated, 
but it is not a thing that is made public, usually, 
and I cannot say. 

446. Mr. Spender: You will find it in German and 
Austrian documents. I think you will find a good 
deal of evidence of it. Then with regard to the 
arms supplied by one country being used against it, 
is not that a sort of perennial possibility? It is a 
gamble all the time. In the South African War 
the arms we supplied were used against us. 

Major Hills: I cannot say. I think it is quite 
possible. 


447. Mr. Spender : The Turks, for instance, in ask- 
ing ns to construct battleships for them, certainly 
had a case for saying that they were left in the 
lurch w'hen we took the battleships on the eve of 
the War. I am only suggesting that these are not 
necessarily incidental to one policy or another, that 
they belong to nearly all policies. 

^ Major Hills: Would not the position be different 
if the government themselves were the sellers? No 
doubt Armstrong’s were making a battleship for the 
Tiu-ks when war broke out, and if the War had been 
postponed for the time that was required to complete 
that ship, the ship would have been on the other 
side, I quite agree ; but in the case of governments 
agreeing to supply, would not they make a bargain 
with the country that the arms were not to be used 
against themselves or their allies, and would not 
that, in the end, produce a grouping of the world 
that would be very dangerous to peace? 

448. Mr. Stmider: Do you think it would be pos- 
sible for any country to make such a bargain? I 
mean, it would be quite possible on paper, but do 
you think there could be any certain guarantee in 
the very uncertain politics of the world, as they have 
been, that the armaments supplied would not be used 
against the supplying power, or that that provision 
could be enforced? 

Major Hills: No. I think it would take the 
form of political advantages, or a political alliance, in 
return for a supply of arms. 

449. Mr. Spender: In fact, everybody would take 
the chance. They would hope, but they W’ould take 
the chance. You would get the order for the sup- 
plies of armaments, and you would take the chance 
that the country you supplied would, if war broke 
out, be either your ally or on friendly terms with you. 
It is a gamble all the time, is it not? I mean, it is 
a chance, with governments or private firms, or 
whatever system there was ; there would always be 
these chances that the arms siqrplied by one country, 
whether by government or by private firms, might 
be used against that country if it came to war. Is 
not that so? 


Major Hills : I agree it is possible, but I think 
the country that entered into that sort of contract, 
the producing country, . would make every effort 
to prevent its happening. 

450. Mr. Spender: You said that everything de- 
pended on international agreements. Do you mean 
that nothing could be done by this country single- 
handed? 

Major Hills: Single-handed? Well, Sir, I see 
great difficulty. Tlie Convention of 1925 was sub- 
mitted 10 years ago, and it comes into force if, 
I think, nine chief producing countries ratified it. 
We have always expressed our willingness to ratify 
if certain other countries ratified, and that has never 
been done, for the reason that if we ratify— and we 
restrict ourselves in that case — in that case it would 
simply mean that wo opened a door which somebody 
else used, and unless the Commission think the thing 
ought to be done away with at all costs, which is a 
view I know is widely held, I think we should do 
more hai*m than good for peace. I do not think 
that we should increase the peace of the world if 
we, who do take some means to see that arms do 
not get into the wrong hands, were to say that we 
would nationalise all factories and control all exiport 
if we alone did that, and other countries were less 
particular. 

451. Dame Rachel Crowdy : Certainly in connection 
with the drug traffic we found that very strict 
supervision by governments, and very strong policies 
of control proposed by different national govern- 
ments, was what led ultimately to international 
agreements. 

Major Hills : Yes. 

4o2. Dame Rachel Crowdy ; Therefore, what one 
country does may bring about concerted action? 

Major Hills : Yes, that is so ; and we do possess 
a licensing system now. You cannot take a sport- 
ing rifle abroad without a licence for it. 
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463. Dame Bachel Crowdy : It would depend on how 
strict that licence might be, and how strictly 
applied? 

Major Hills : Yes. 

454. Professor Gutteridge : If I understood you 

aright, what you are afraid of, when you talk about 
grouping, is this, is it not, that non-producing 
countries would tend to have a big brother who 
would supply them with arms as and when they 
required them? 

Major Hills : Yes. 

455. Professor GutteHdge : And that you might get 
the countries of Europe grouping in such a way 
as to make it very difficult to get collective security ? 

Major Hills : Yes ; I think you damage the 
collective system. 

456. Professor Gutteridge : Now I forget : are you 
representing the League of Nations Union, or are 
you here in your own individual capacity, you and 
Captain Loder? 

Major Hills-. Captain Loder and I are giving 
our own individual views. We have consulted one 
prominent member of the Executive as well, but 
except for that, we have consulted nobody. 

457. Professor Gutteridge : Anyhow, you know there 
are two pamphlets, published by the League of 
Nations Union, which are known to us as No. 347 
and No. 359? 

Major Hills : Yes, I know them. 

468. Professor Gutteridge : One of them contains an 
outline of a scheme; I think Colonel Carnegie told 
us that he had originated it. Are you familiar with 
that scheme? 

Major Hills : Yes. 

459. Professor Gutteridge : Would you give me your 
views on that? Do you support that scheme? 

Major Hills ; He has produced more than one 
scheme — a scheme that I have in mind was one 
supporting internationalisation of armament fac- 
tories, that they were not to be considered as inside 
a state, but all were to be grouped into one. 

460. Professor Gutteridge : That is not the one I 
mean — the one that provides for selling boards. 

Major Hills : And the other was a national 
board. 

461. Professor Gutteridge : That is the one. 

Major Hills: A national board which should re- 
ceive the orders and allot them to the different 
factories. Well, I think that is extremely difficult. 
You would get then, I suppose, competition between 
the different national boards. Each board would 
naturally try to get trade for its country, and I 
am not sure that you would get anything better 
than you have now. 

462. Professor Gutteridge : You think w'e would still 
have touting. 

Major Hills : I think some countries would still 
solicit. 

463. Professor Gutteridge : You do not think there 
is any way of getting rid of the difficulties which 
arise from solicitation by having a national selling 
agency from which all armaments had to be sold? 
Have you applied your mind to that problem? 

Major Hills: Yes. I have considered this 

problem for the last fourteen years, and we have 
gone round and round and round it, and we have 
always oome back to two w^ays — either nationalisa- 
tion or control of manufacture. 

464. Professor Gutteridge : You think there is no 
intermediate? 

Major Hills : I do not think you get any 
advantages by any intermediate. 

465. Sir Philip Qihbs: I imagine that when you 
advocate the private manufacture of arms, you 
associate that with a very rigid licensing system. 

Major Hills : Yes. 

466. Sir Philip Gihhs : That is to say that you are 
broadly in favour of the American proj)osal for 
inspection. 

Major Hills : Entirely. 


467. Sir Philip Gibbs : And licensing. 

Major Hills : Yes. 

468. Sir Philip Gibbs: Now, if there were an inter- 
national agreement on that point, I imagine that 
the licensing system would be quite severe — that is 
to say, that it would check the touting for supplies 
of arms from private manufacturers to other 
countries, and it would tighten up the general 
supply of arms to the world. Do you. agree with 
that? 

Major Hills : Yes. 

469. Sir Philip Gibbs : Now, if that happened, 
would it not have the effect of so restricting the 
output of the private firms that it would really 
amount to reducing them to the position of 
manufacturers for their own governments? 

Major Hills : WeU, I wish I could think the 
world would be so peaceful. 

470. Sir Philip Gibbs : You do not think an inter- 
national agreement would insist upon that reduc- 
tion, and the prevention of the free traffic in arms? 

Major Hills : Well, may I say that those firms 
that were licensed would go on with their civil 
business just the same as before, but their arma- 
ments business would depend on the amount that 
the world was armed? 

471. Sir Philip Gibbs: Yes; but would not the 

international agreement restrict that demand? 

Major Hills: You mean a disarmament con- 
vention ? 

472. Sir Philip Gibbs : I am talking purely of this 
international agreement for the prevention of the 
abuses in the traffic in arms, not of disarmament. 

Major Hills : I think it would. I think 

publicity alone would put down a great many of 
the evils of the forced sale of arms. 

473. Sir Philip Gibbs : » Do you think that private 
manufacturers would be able to exist under such a 
system ? 

Major Hills : I think it would mean that 
Vickers, and the other armament factories, would 
incline more and more to iieace products, and that 
a smaller proportion of their business would he 
arms. 

474. Sir Philip Gibbs : And you would be in favour 
of that, of course? 

Major Hills : Oh, yes. 

475. Sir Philip Gibbs: May I suggest to jmu that 
probably, without desiring it, in your attack upon 
nationalisation, you tend throughout this statement 
which j'ou have given us, to minimise the abuses 
of the private manufacture of arms? 

Major Hills: It is not intentional. 

476. Sir Philip Gibbs : I thought it was not, but as 
a matter of fact in many of your phrases you suggest 
that the public opinion which is so hostile to the 
private manufacture of arms has been misinformed. 

Major Hills: No, I do not think that for one 
minute. All I do venture to think is that the peace 
question is a different thing from the moral ques- 
tion. No, I do not in the least think that. I 
entirely respect the man who says : The thing is 
evil; do away with it. 

477. Sir Philip Gibbs: Yes, but in many of your 
phrases you rather suggest that these evils are really 
not so great as people imagine, and that you 
personally do not believe in them. 

Majo-g Hills : Oh, I know they exist ; I know 
these evils exist, and I want to put them down. 

478. Sir Philip Gibbs : I think perhaps it is because, 
in disagreeing with nationalisation, you rather tend 
to stress that aspect. 

Major Hills : I accept the correction. Sir. 

479. Sir Philip Gibbs : There are one or two phrases 
1 should like to question you about. For instance, 
there is one towards the end of your statement, in 
which you say: “The fact that we have a large 
armament trade all over the world makes us strong 
for defence.” Now what I would like to put to you 
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is this. Does not it also make other countries strong 
for offence? 

Major Hills : Yes. 

480. Sir Philip Gibhs: You agree with that? 

Major Hills: Yes. May I just add one woi-d. 
I do not believe in isolation. I do not believe that 
being strong for defence is enough. 

481. Sir Philip) Gibhs: No; but the point of my ques- 
tion was this. You say : “ The fact that we have a 
great armament trade all over the world makes us 
strong for defence,” but my point really is this — it 
is not a question of isolation — that we are selling 
to all the other countries in the world who may be 
our potential enemies. Do you agree with that 
possibility ? 

Major Hills : Well, we have an immensely 

skilled and expansible industry. 

482. Sir Philip Gibbs : You call it a trade, j'ou know. 
Major Hills: And if the crisis of war came, we 

should find that the fact that we had sold all over 
the world, and perhaps armed potential enemies, was 
counterbalanced by the fact that we had this 
enormous and very valuable power of expansion. 


483. Sir Philip Gibbs : I think that rather suggests 
that we are selling arms — you suggest it in this 
statement — to other countries, but that we reserve 
to ourselves a possible superiority. Do you think 
that is actually the fact? 

Major Hills : Well, I should regard that country 
as strong for war which had a big arms industry. 
I am talking entirely of strength for war, now, that 
although even some of those arms that it had made 
in the past did get into the hands of the enemies, 
I should regard that country as stronger to go 
through a war than the country which had not got 
that manufacturing capacity. 

484. Sir Philip Gibbs: That power of expansion? 
Major Hills : Yes. 

485. Sir Philip Gibbs : And you do not think that 
would be possible under a nationalisation system — 
to maintain a potential superiority in production? 

Major Hills : Yes, that is quite true. Yes, I 
accept that. 

486. Chairman : I think that is all. Thank you. 
Sirs. We are much obliged to you for coming. 


[The TFifnesses withdrexo.) 


Mr. V illiam Arnold-Forster, on behalf of the National Peace Council and associated Organisation.s, 

called and examined. 


487. Chairman : Mr. Arnold-Forster, I think that 
you, on behalf of a very large number of organ- 
isations, have presented a full statement* to us, 
and in addition you have supplied us with a state- 
ment which is rather more a statement of your 
own; that is so, is it not? 

Mr. Arnold-Forster : May I explain. Sir. The 
memorial submitted to jmu has been formally 
endorsed by the twenty-six organisations whose names 
arer subscribed to it. The statement I submit to you 
is one based scrupulously on the memorial; it repre- 
sents my views, but I believe it represents also 
exactly the views of all those organisations, and my 
statement will purport to represent their view, 
substantially, with the reserve that I shall make 
in submitting it. 

488. Chairman : Do you think it would be conven- 
ient that you should adopt the course that other 
witnesses have adopted, and read your statement? 

Mr. Arnold-Forster : I should like to do so. 

489. Chairman: Very well. Have you any special 
connection with armaments or armament manufac- 
ture, or are you connected with the Association whose 
memorandum we have been supplied with? 

Mr. .irnuld-Forster: I am adviser to the 

National Peace Council, which federates many Peace 
Organisations in this country; also a member of the 
Executive of the League of Nations Union. I was 
during the .war a naval officer in the service of the 
Admiralty, and had a position on the Admiralty’s 
behalf on the Contraband Committee at the Foreign 
Office, and in other Departments afterwards, and 
also at the Peace Conference in 1919. I have been 
secretary to Lord Cecil, and have been in govern- 
ment service as secretary to Lord Cecil and Lord 
Parmoor, in that capacity attending at Geneva in 
1929 and 1930, and I have had opportunities of see- 
ing a good deal of the Disarmament Conference there 
as an observer for the peace movement here. 

490. Chairman: Thank you. Then perhaps now you 
would like to take your statement, would you? 

Mr. Arnold-Forster: Thank you. 

The Commission has already received, at its pre- 
' vious session, some impressive indications of the 
strength and extent of the public demand 
for effective action to deal with the evils of 
the arms trade as now conducted. To-day I bring 
you further evidence of this demand. The memorial 
transmitted to you from the National Peace Coun- 
cil, and which will be the basis of my statement, has 
the endorsement of no less than twenty-six organisa- 
tions, some of which are nation wide in scope and 

* See Appendix. 


have a very large membership indeed. Amongst 
these organisations are : — 

The Co-operative Union, 

National Union of Teachers, 

Union of Post Office Workers, 

National Council of Women. 

Spokesmen from these four bodies are with me to- 
day; and I submit the request that the Commission 
will be good enough to call upon these spokesmen 
to supplement m 3 ’ statement in due course. 

The other organisations include the National 
Liberal Federation and the Women’s National 
Liberal Federation. Mr. Ramsay Muir, President 
of the National Liberal Federation, had hoped to 
be present, but has written me a letter in which 
he expresses his regret that neither he nor any of 
the other officers of the National Liberal Federa- 
tion can attend as they will be engaged at the 
annual conference of the Liberal Party. He adds: 

“ The National Liberal! Federation, speaking 
on behalf of organised Liberalism in all parts of 
England and Wales, is gravely concerned at the 
evils arising out of the present system of the 
private manufacture of and trading in arms. 
It welcomes the inquiry which is now proceed- 
ing and is glad to be associated with the 
National Peace Council in support of the 
Memorandum which has been submitted to the 
Commission, and which includes our views. Had 
it not been that I have to preside at the Party 
Conference I should certainly have accompanied 
you when you attend before the Royal Com- 
mission.” 

The other organisations are the Baptist Union, 
the Women’s Co-operative Guild ; also the 
Auxiliary Movement, 

Baptist Minister’s Pacifist Fellowship, 
Congregational Christian Pacifist Crusade, 
Friends Peace Committee, 

Church of Scotland Ministers’ Peace Society, 
International Friendship League, 

National Co-operative Mens’ Guild, 

National Council for Equal Citizenship, 

National Guild of Co-operators, 

National League of Yoqng Liberals, 

National Peace Council, 

National Union of Women Teachers, 

Northern Friends Peace Board, 

Society for Research in Education, 

Teachers’ Anti-War Movement, 

Unitarian and Free Christian Peace Fellowshiij, 
Women’s International League, 

Women’s Peace Crusade. 
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In addition, I have ascertained that the policy 
set out in the memorial we have submitted em- 
bodies the general policy advocated iby the British 
Trades Union and Labour Movement. 

I do not claim, of course, that all the members 
of all these organisations would endorse every word 
that I shall say in speaking to the memorial : but 
I do claim that the broad policy and point of view 
which I shall outline has the full support of many 
millions of people in this country. So I have a 
formidable responsibility to discharge. 

I .diall venture to base my statement upon two 
assumptions. Firstly, I assume that the Commis- 
sion, in making its report, will wish to determine 
what are the “ grave objections ” to which the 
manufacture of armaments by private enterprise 
is said in the Covenant to be open, and what are 
the objections to the traffic in aims in its present, 
almost wholly unregulated, condition. So I shall 
try, in the first part of my statement, to indicate 
what I believe to be the main grounds for objec- 
tion to the present system, the main justifications 
for public anxiety. In doing so, I shall of course 
confine myself as far as possible to illustrations 
which concern British firms and which have not 
been cited before the Commission hitherto. I shall 
also be at pains to avoid raising merely personal 
issues, since I presume that what is under examina- 
tion here is the entire system in which certain 
kinds of evil are likely to occur, rather than 
individual scandals. 

Secondly, I shall venture to assume, from the 
terms of reference, that wdiat the Commission will 
be most concerned with is the formulation of con- 
crete proposals for preventing such “ evil effects 
as have been shown, or will be found, to exist. 
So I shall address myself, so far as I can as a 
layman, principally to questions of constructive 
policy. My evidence will be directed to the ques- 
tion, what measures might fairly be commended to 
the country as being at least sufficiently substan- 
tial first steps in the right direction? What 
measures might the Government hope to make 
practicalble, granted courageous leadership? 

PART I. 

Evils op Private Manotacture and of the 
Unregulated Arms Traffic. 

Firstly, then, I turn to the evils of the present 
system of manufacture of armaments for private 
profit, and of the almost wholly unregulated traffic 
in armaments. 

My main thesis, in a nutshell, is simply this: — 
That the system of manufacture and sale of arma- 
ments for private profit, backed as it is by power- 
ful financial interests, served by a widespread 
selling organisation, often assisted by the govern- 
ments of the selling countries, and conducted largely 
in secret, must tend to affect public policy in ways 
prejudicial to peace, international confidence, and 
general disarmament. 

I submit that, even if no specific evidence were 
available to prove this — and, as I shall show, much 
evidence is available — it would still be reasonable 
to deduce that conclusion from the bare facts about 
the arms industry in its present circumstances. 

I will select three outstanding items from the 
many-sided case against the present system, and 
will, if you permit, illustrate each of them with 
a few examples. I must point out, however, that 
in choosing these examples, I am necessarily under 
some handicaps at the moment. The competitive 
arms trade is conducted in conditions which offer 
every inducement and opportunity for secrecy, and 
usually it is only some accident, such as a dis- 
closure by a disgruntled Mr. Mulliner or Mr. 
Shearer, which flashes an occasional light into the 
darkness. So I cannot hope to give more than a 
, scrappy indication of the complete picture. 


Furthermore, I am speaking at the beginning of 
the Commission’s sessions, at a time when there 
has never been in this country an inquiry into this 
trade such as the United States have undertaken. 
No steps have yet been taken here to compel the 
disclosure of relevant documents by British firms. 
All the organisations on whose behalf I speak join 
in urging that the Commission will insist on taking 
testimony on oath, whenever this may be called 
for, and will require the production of documents 
that may be necessary to throw light on the “ evil 
effects ” alleged in the Covenant. I hope that if 
and 'A^hen adequate publicity is given to the opera- 
tions of British firms in this trade, it will be found 
that the British arms trade, whose export business 
is the largest in the world, has a cleaner sheet 
than that of its competitors and collaborators in 
other countries. But I do not know : none of us 
knows. At present therefore it is inevitable that 
most of the illustrations available concern non- 
British firms. 

1. The first and most important of my three 
points is this. 

The firms which make and sell armaments for 
private profit must desire conditions in which there 
is an effective demand for their products; and this 
motive force, operating under pi'esent conditions, 
must have the effect of promoting an expansion of 
sales of armaments and of impeding agreement 
upon that all-round reduction of armaments which 
the world urgently needs. 

Do the firms in this country whose business is 
largely concerned with armament production desire 
conditions in which there is a demand for their 
products? Of course they do, just like the pro- 
ducers of beer and soap. They do not find it 
prudent to advertise the fact on the hoardings ; 
they do not invite us with picture posters to “ say 
it with tanks”; “it’s nicer with mustard gas.” 
But of course they desire the business. Of course 
they desire conditions in which there is a demand 
for what they have to sell. 

I daresay that spokesmen of some of the firms 
in question will presently assure the Commission 
that they do not desire war. Let us accejit their 
assurance at once, without reserve (though we 
should be realistic enough to take note of the 
colossal profits made by certain firms manufac- 
turing armaments, especially during the war 
period, cf., for instance. Dr. Addison’s evidence 
as to the inflated prices charged by British arma- 
ment firms before their quotations were challenged 
by the Ministry of Munitions; also Exhibits 628, 
529 and 530 in the American Inquiry). But that 
is not the real point at issue. 

I daresay that all the directors and managers of 
these firms, when reading their morning news- 
papers at breakfast, want to see the nations 
settling down nicely together, demilitarising their 
frontiers on the Canadian- American model, beat- 
ing their swords into ploughshares, or learning, like 
Krupps, to use their gun factories for making 
stainless steel false teeth. But can it be doubted 
that these same individuals, when they go to the 
office after breakfast in their capacity as managers 
of great businesses, have to switch over their 
attention to the job of expanding that business so 
as to produce dividends for their shareholders 
and employment for their staff and plant. 

Lord Cecil quoted to you the reference by Sir 
Herbert Lawrence, chairman of Vickers, to those 
reductions of armaments which, when he spoke in 
1932, “ have affected adversely your Company’s 
trading results.” Can it be doubted that, whilst 
in his capacity as an ordinary citizen Sir Herbert 
may desire the success of the British Government’s 
efforts to achieve a reduction of armaments all 
round, in his caiiacity as chairman of a firm so 
largely engaged in making armaments he must 
deplore such reductions? 
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Naturally, the managing director of Vickers, 
Sir Charles Craven, was anxious, according to a 
letter disclosed in the American Inquiry (Exhibit 
No. 22) lest “ Geneva or some other fancy conven- 
tion ” should decide that large submarines have to 
be abolished ; his firm was making such submarines, 
whilst the British Government was advocating their 
general abolition. Sir Charles is shown, according 
to the same letter, as writing in October, 1932; — 
The political situation in Spain seems very con- 
fused, but there seems a considerable prospect of 
our friends receiving orders for small craft on the 
pretext that they are purely defensive.’^ He was 
referring to the Spanish Naval Construction Com- 
pany, of which he is, I understand, deputy-chair- 
man. The Spanish company is closely linked with 
Vickers and pays royalties to it and to the Electric 
Boat Co. in America (Exhibit 134 in U.S. In- 
quiry). Naturally Sir Charles would like to see the 
Spanish company building these ships. 

Sir Robert Hadfield, speaking at the annual 
meeting of Hadfields, Ltd., in 1934, described the 
firm s production of a new armour-piercing shell 
which had been patented in eight countries and 
which possessed extraordinary properties of pene- 
tration ; according to the report of his speech in 
the “ New York Times ” (1st April, 1934), Sir 
Robert added with refreshing candour : “ We are 
indeed devoutly thankful for present mercies, but 
may I add that for what we are about to receive 
may the Lord make us truly thankful. And this I 
say in no irreverent spirit.” Mr. Fairey, chair- 
man of Fairey Aviation Co., in an interview in the 

Daily Mail ’ on 5th January, 1934, emphasised 
the necessity, in his view, of a large increase of 
the Air Force, including an increase of the 
aircraft in reserve by 400 per cent. A few days 
earlier he had said at the annual meeting of his 
conipany that the Air Force could not well be main- 
tained at its present size and that “ if it is decided 
to complete or enlarge the original programme, 
the I'esult should reflect on this company’s pro- 
spects.” 

The American Inquiry has, I need hardly say, 
afforded scores of indications not less candid than 
these. Let me cite two examples not yet men- 
tioned here. Exhibit 714 shows the Federal 
Laboratories of Pittsburgh circularising their 
agents, in July, 1934, as to the sales of tear gas 
and war material. The circular states that the 
company were contractors to 17 foreign govern- 
ments for military equipment, such as airplane 
bombs, smoke screens, chemical containers, etc. ; 
and it says : “ With conditions of unrest as they 
are to-day throughout the world, you have a 
real opportunity before you if you will only get 
back of this thing and push the Federal pro- 
gramme.” Of course the company must welcome 
such unrest. In Exhibit 732, the agent of this same 
firm, the candid Mr. Jonas, writes: “I am busy 
as hell on the Brazilian revolution, and Paraguay 
and Bolivian situation, and I am bidding on a 
great many things. If I am successful in closing 
half of all the business I am working on, I will 
be able to pay off my debts and have a few dollars 
left over. This is all I want.” Or, again (from 
Fjxhibit ^40), “ Have .supplied all the bombs and a 
lot of other military equipment to most of the 
countries fighting in South America, and if they 
jieep it up much longer I will have no cause to 
complain.” This is that Mr. Jonas who gave the 
classic definition of the business in which he was 
engaged : “ We certainly are in one hell of a busi- 
ness, when a fellow has to wish for trouble so as to 
make a living.” 

But I must not pile up quotations. Is it not 
fair to infer, even if no such avowals as these 
happened to be available, that the industry and its 
agents must desire an expansion of their business? 


We must not i-eassure ourselves with a com- 
fortable pretence that these business firms simply 
desire business lo come their way, but wait 
passively for its coming. They are not merely 
scrambling for shares in a cake of predetermined 
size, but arc working to enlarge the cake. Their 
agents arc always at work, in many countries, 
soliciting business on a commission basis: and as 
I shall show later, the “ commission ” system in 
this trade apparently extends far beyond the 
normal limits of commercial practice. 

I^t me cite a few outstanding examples of the 
active steps taken by armament firms to expand 
the demand for their products. 

I make no apology for beginning with one pre- 
war case which Lord Cecil mentioned, but did not 
otherwise recall. I refer to the Mulliner case, 
because it was a significant outcome of that system 
which still continues, and because we can now, as 
we look back into history, trace to some extent 
the actual consequences of that armament 
expansion which Mr. Mulliner helped to bring 
about. This is, I believe, a fair summary of the 
main facts. 

In 1906 and the following years this Mr. 
Mulliner, who was managing director of the 
Coventry Ordnance Co., informed the Admiralty 
and the Cabinet of alleged preparations for 
enormously accelerating Germany’s Dreadnought 
building programme. Mr. Mulliner published the 
facts in the Times on 3rd January, 1910, being 
aggrieved that a sufficient proportion of the con- 
sequent expansion of the British naval programme 
had not been allotted to his firm. Four more 
British battleships were ordered in 1908 as a 
result of the scare for which he had been primarily 
responsible. Do not suppose that that incident is 
irrelevant to our present problem. For note the 
sequel. Mr. Churchill proposed a naval holiday to 
Germany; and ho afterwards declared (“ Times,” 
15th November, 1933) that “ I laboured for peace 
before the war, and if the naval holiday I advised 
had been accepted by Germany, the course of 
history might have been different.” The Germans, 
however, rejected that proposed naval holiday, 
upon the advice of Admiral von Tirpitz, who urged 
that the proposal was oidy another dishonest 
British manoeuvre like “ the Mulliner scare.” 
Tirpitz thus succeeded in getting through his 
supplementary naval bill of 1912, although the 
Chancellor, Bethmann-Hollweg, feared that this bill 
“ would lead to war with England.” The attempt 
to reach an Anglo-German understanding was thus 
wrecked : as Lord Haldane wrote, in his book 
“ Before the War ” (1920), “ Discussion about the 
terms of a formula became rather futile and we 
had only one course left open to us : to respond 
by quietly increasing our navy and concentrating 
its strength in northern seas. This was done with 
great energy by Mr. Churchill, the result being 
that, as the result of the administration of the 
Fleet by Mr. McKenna and himself, the estimates 
were raised by over 20 millions to 51 millions.” 
Was Mr. Mulliner correct in his allegations'? Let 
Mr. Churchll answer the question (I quote from 
his book, “The World Crisis,” page 37): “The 
gloomy Admiralty anticipations were in no respect 
fulfilled in the year 1912. The British margin was 
found to be ample in that year. There were no 
secret German dreadnoughts, nor had Admiral von 
Tirpitz made any unproved statement in respect 
of major construction ! ” 

I do not suggest, of course, that Mr. Mulliner 
was the main cause of Angilo-German naval rivalry. 
That would be a fanta.stic exaggeration. But I do 
suggest that the sequence of events which followed 
upon that advice given by an interested party 
has a lesson for us now. The armament firms got 
the business they wanted : others paid the price. 

Lord Cecil has alluded to the Shearer case in 
1927-1928. So I will only add, as a supplement, 
that the three greatest warship building firms in 
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the United States admitted in coui-t to having 
paid Mr. Shearer at the rate of over £5,000 a 
month for having acted as their observer at the 
tiiree-power naval conference of 1927 ; and Mr. 
Shearer claimed in court a further £50,000 as the 
balance due to him for his services in helping to 
prevent the success of that disarmament con- 
ference and in helping to prevent the adhesion of 
the United States to the World Court. Is that 
not a sufficient illustration of the truth of what a 
famous ambassador, Uord Rennell of Rodd, has 
written about this business? “The propaganda 
of confidence is uphill work: hut the propaganda 
of apprehension is easy and dangerous.” Lord 
Cecil has already alluded to the control of certain 
great newspapers in France on behalf of French 
heavy industry and the armament ring; and he 
referred to the Seletzki case in Roumania in 1930, 
in which the Skoda Company was shown as having 
been involved in bribery on a colossal scale to 
secure orders for armaments from the Roumanian 
Government and in which jirecise testimony was 
given by M. Goga, a former minister, as to the 
panic about an imminent invasion by Russian 
troops into Bessarabia, which appears to have been 
engineered in order to facilitate the placing of a 
great order for armaments with Skoda. 

Finally, let me refer to a few relevant items 
brought out in the American Inquiry. Exhibit 
124 is a letter, purporting to be from Sir Charles 
Craven of Vickers to the Electric Boat Co., dated 
24th September, 1928. It begins “ I am trying 
to ginger up the Chileans to take tlu*ee more 
boats, and want to ask if you will accept the same 
royalty as you did last time. You will remember 
this was £10,000 per boat.” The Inquiry shows 
the Electric Boat Co. supplying warships to Peru, 
and passing on orders for Chilean warships to 
Vickers. The one order would of course have the 
effect of stimulating the other, for the two 
countries, Chile and Peru, were at that time in a 
state of very strained relations. And the two 
companies profited alike by such business; the 
arrangement was that the British firm should pay 
a commission to the American in respect of the 
orders thus passed on, in addition to the ordinary 
commission. All these sales of wai-sbips in South 
America tended of course to promote other sales. 
Shortly after the war Chile got submarines and 
warships from England, and this stimulated the 
armament programme of other South American 
powers. The situation was thus described, justly 
as I think, by Senator Bone, in the American 
Inquiry (page 141) : “ Will they ever be able to 
get ” (power in South America) “ in balance, with 
all of these commissions going down there and 
with every private munitions outfit in the world 
trying to unbalance it just as rapidly as possible? 
How in the world are we ever going to have any 
sort of international comity and peace with not 
only private munitions concerns, but the govern- 
ments of the world, the naval powers that ought 
to have more sense than to do a thing like that, 
going down there urging these countries in South 
America to each outrun the other in this race to 
bo in a commanding position.” 

Other items which, I suggest, may deserve the 
attention of the Commission are the indications 
concerning sales by Imperial Chemical Industiies 
of war material not only to the Nanking Govern- 
ment in China, but also to the Chinese authorities 
“ in certain inx>vinces which are not in sympathy 
with the Nanking Government ” (pages 1346-7, 

{Adjourned for 

On resuming. 

Mr. Arnold-Forster ■. I have referred to the 
“ commission ” system current in the armament 
trade and to some of the anxieties lest armament 
firms should exert improper influence, directly or 
indirectly, upon the governments whose orders they 
so largely depend upon. May I point out, further, 


1148, 1350, 1158). I refer also to the letter from 
Captain John Ball of the Soley Armament 
Company to the American Armament Corporation, 
24th March, 1934 (pages 680-1, 631-2) in regard to 
the pushing of business with China. 

But I must not weary the Commission with 
further illustrations. I submit that it is quite 
plain, even from the few illustrations I have given, 
that those who are making and selling armaments 
for private profit not only desire to exiiand, but 
do in fact find means of expanding, the demand 
for their products. 

2. I come now to the second of my three points 
about the present system of arms trading for pri- 
vate profit. Conducted as it is largely in secret, 
in the world of power politics, the trade must 
tend to the infection of public life with corruption 
and with undue influence, or at the least towards 
a dangerous confusion of interested with dis- 
interested motives. 

The proceedings of the American Inquiry are 
filled with evidence and iirecise allegations about 
the abuses of the commission system which is 
customary in the salesmanship of the armaments 
trade abroad. It is evident from these documents 
that the “ commissions ” go far beyond such com- 
missions as are customary in commercial agency 
work : they include, it seems, payments on a large 
scale to intermediaries inside and outside the 
service of the governments which are being in- 
duced to purchase armaments. British firms are 
alleged to be involved in this business abroad. It 
would, I suggest, be desirable that the Commission 
should enquire as to the extent to which the system 
of “ greasing ” officials — corruption direct and in- 
direct — forms part of the business methods of 
British firms engaged in this trade at home and 
abroad. 

Indications of ’the extent of the commission 
system in the armaments trade in general will be 
found, for instance, in Exhibits 39, 286, 287, 309, 
313, 322 , 328, 333. As regards British firms, 

I refer to the correspondence between Captain 
John Ball of the Soley Armament Co., who is a 
large seller of war stores taken over from the War 
Office (Exhibit 258, etc.). I draw attention to the 
allegations in Exhibits 286, 287, as to graft on a 
large scale in connection with the sale of aircraft 
by the Fairey Aviation Co. to Peru; and also to 
the letters, now well known, in which Sir Charles 
Craven, of Vickers, refers to his relations with the 
Director of Contracts at the Admiralty, and with 
the Director of Dockyards, Mr. Percy Addison. It 
is not for me to assert that these documents show 
improper influence or even an undesirable relation- 
ship between the firms supplying armaments to the 
Government for profit and the official servants of 
that Government. But I do submit that there is 
here a clear case for searching and public inquiry. 

But in expressing the hope that the Commis- 
sion will make such an inquiry, I wish to emphasise 
again that, in the view of those for whom I speak, 
the main issue is not whether British competitors 
resort to discreditable methods in a business in 
which such methods are common ; the main issue is 
not even the question whether the iiresent system 
has actually resulted in this or that case of bribery, 
or undue influence upon public servants ; the main 
question is whether the armament trade can be 
suffered, without jirejudice to the public interest, 
to exploit its opportunities for profiting from the 
world’s fears. 

a short time.) 

how difficult it is under the present system to 
disentangle the interested from the disinterested 
motives. At present, a newspaper company, a_ 
newspaiier proprietor, or a writer for the press, a 
member of Parliament and even a member of the 
Government, can buy himself shares in firms whose 
profits depend largely upon orders for armaments 
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from the British and other governments. In 
pointing out this feature of the present systenij I 
emphasise that I do so without the intention of 
casting any asiiersion upon any individual who may 
be in a position to influence public policy ■whilst 
deriving profit from the sale of armaments. But 
I do maintain that, so long as such holdings can 
be owned by ministers of the Crown and members 
of Parliament, the advocacy in Parliament of an 
active policy of general reduction of armaments 
must be to some extent in danger of being tem- 
pered by consideration of the private interests in- 
volved. I submit also that it cannot be healthy for 
the repute of a government if it is known that 
Cabinet Ministers may be in a position to benefit 
personally, however slightly, from the breakdown 
of disarmament negotiations and from the placing 
of orders with armament firms by their colleagues 
who speak for the fighting services. It cannot, 
for instance, be good for Anglo-American relations 
that Mr. Selden, correspondent of the “ New York 
Times," should be able, apparently without in- 
accuracy, to report to his paper in March of last 
year (“ iV'mr York Times," 1st April, 1934), that 
“ Sir Philip Cunliffe-Lister, Minister of Colonies, 
and Sir John Gilmour, Minister of Home Affairs, 
were referred to at the meeting ” (he was referring 
to \ ickers annual meeting) “ as Vickers’ share- 
holders. Neither was present however. Like the 
other members of the Government, both these 
Ministers have been busy this week in Cabinet 
sessions, attempting to solve the disarmament dead- 
lock before the Easter vacation.” I should add 
that, according to the returns in Somerset House, 
the Home Secretary is still shown, so lately as 
16th April, 1936, as holding 3,066 ordinary shares 
in Vickers. I hasten to add that the holding by 
the Secretary of State for the Colonies is of merely 
nominal size — twenty-five shares only. It may 
easily happen, no doubt, that busy ministers may 
have overlooked their holdings of this character ; it 
may even be that the holdings are only nominally 
registered in their names ; in any case, I do not 
believe for a moment that the policy of Ministers 
has been affected in any degree by the fact of their 
holding such shares. But I do venture to suggest 
that there are objections to a system in which two 
interests, the one public and the other private, 
may be so closely intertwined. 

Let me give one other example. Between 
October, 1933 and the early months of 1934, the 
“ Itaily Mail," followed by the “ Daily Mirror," 
was conducting a campaign in favour of a large 
increase of the British Air Force. Between 
2nd October, 1933, and 31st March, 1934, the 
market prices of the shares of the six principal 
companies making aircraft had appreciated on an 
average by 70 per cent. (I should add that of 
course some other shares appreciated at the 
same time). As I have already mentioned, 
Mr. Fairey, chairman of Fairey Aviation Co., 
supported this campaign in an interview in 
the “ Daily Mail ” on 6th January, 1934. The 
returns at Somerset House, dated 12th Januar 3 ’, 
1934, show that at that time “ Daily Mirror News- 
papers, Ltd.” held 4,000 shares in Fairey Aviation 
Co. Ltd., I do not believe for a moment that the 
proprietors of, or writers for, the “ Daily Mirror " 
or any of its associated newspapers, would support 
a policy of expansion of the British Air Force 
which they would not have supported if it had not 
been for the holding of a few thousand shares in 
an aircraft-making company. I take it for granted 
that the newspaper, in advocating a policy of arma- 
ment expansion, was thinking solely of the national 
security as conceived by it; and I fully recognise 
of course that the financial interest involved in 
this instance was a trifling one in relation to the 
financial resources of the concern. But I do sub- 
mit that there must be some risk that if news- 
paper concerns can hold shares in armament con- 
cerns, the one interest may to some extent infect 
the presentation of the other issue. 


3. That brings me to my third and last point. 
The present system lends itself to the formation 
of rings, national and international, between the 
armament firms; and this must involve the 
danger that these firms will play into each other’s 
hands in stimulating the demand for orders and 
in forcing up prices against the taxpaj'er. 

I believe that no iiart of this Commission’s in- 
quiry will be of more concern to the general public 
than its investigation of this subject, especially 
as regards what has been called “ the Secret 
International.” The American Inquiry has 
served to disclose many relevant facts hitherto 
kept secret; and already it is possible to form a 
fairly adequate idea of the astounding extent of 
the ramifications of this business, and the way 
in which armament makers in one country assist 
and profit from the work of armament makers in 
another country. I shall not attempt to draw 
this picture here; for I understand that a later 
witness will be dealing with this intricate sub- 
ject far more adequately than I can possibly do. 
But I say .with confidence that the Commission 
and the country will be impressed and disturbed 
when these facts are properly set out : impressed 
by the enormous power of the vested interests in- 
volved, and disturbed by the manifest dangers 
of the situation in which society is so much at 
the mercj' of an organisation so largely interested 
in the sale of armaments for profit. The public 
is not mistaken in being specially anxious about 
this aspect of the subject. For the kind of asso- 
ciation I speak of affects the public interest much 
more closely and dangerouslj' than any ordinary 
commercial agreement for the repartitioning of 
markets, or for the exchange of material and tech- 
nical resources. The armament industry is unique 
in this vital respect; a trader in one country 
stands to profit, in this business, rather than to 
lose, from an increa.se in the business of his oppo- 
site number in another country, if that country’s 
relations with his own country are not unassail- 
ably based upon mutual confidence. Great arma- 
ment firms, such as Schneider Creusot, Skoda and 
Vickers Armstrong, are in many respects colleagues 
in the supply of killing power to the world rather 
than rivals; and groat manufacturers of chemicals, 
explosives and poison gas, such as I.C.I. here, Du 
Font’s in America and the I.G. in Germany, are 
in much the same position. 

As regards those agreements which cut across 
national frontiers, I .submit that inquiry is desir- 
able as to the nature and consequences of the 
agreements between Vickers and the Electric Boat 
Company, and between I.C.I. and Du Pont, con- 
cerning which texts and particulars were published 
in the American Inquiry. Two points in par- 
ticular about these agreements appear to merit 
inquiry, in relation to this Commission’s terms of 
reference. 

(a) Messrs. Vickers have, it is now disclosed, 
been paying large sums derived from the British 
taxpayer to the Electric Boat Company in the 
United .States for use of the American Company’s 
patents, etc. The sums paid averaged £28,000 
per boat, according to a letter from the President 
of the Electric Boat Company, dated 20th April 
1925 (Exhibit 10) ; and the royalties received by 
the American company from Vickers and their 
associated companies in other countries is given 
in some detail in Exhibit 9, showing that hundreds 
of thousands of pounds derived from the British 
taxpaj'er were paid to the American company on 
this account. 

My question is whether the agreement under 
which -these pajonents were made was fully dis- 
closed at the time to the British Admiralty, which 
was Vickers’ principal client. If not, what is 
the explanation of the letter from Sir Charles 
Craven, dated 30th July, 1932 (Exhibit 21), about 
the royailties due to the American company p The 
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American company, according to this letter, tele- 
graphed in code to Sir Charles Craven saying 
that it would accept a reduced royalty in respect 
of certain warships named. Sir Charles replied, 
quoting his decode of the telegram and adding 
“ First, may I suggest that even in code it is 
better not to mention any names of ships as I am 
rather afraid that such telegrams might get into 
the hands of our clients, and it would be awkward 
if they ask me about our agreement with you. 

I am sure you will appreciate what I mean.” It 
appears from a further letter (Exhibit 23) that the 
warships in question were for the British Admir- 
alty. Does the correspondence mean that Sir 
Charles Craven’s firm, whilst tendering for Admir- 
alty contracts, was afraid that the Admiralty 
might find out about its agreements with the 
American comiiany? 

’'(b) My second question concerns the possible 
leakage of information .which the Admiralty would 
wish to keep secret. In Exhibit 23, Sir Charles 
Craven is shown as writing to the American firm 
about an Admiralty order for a warship which the 
Admiralty would have a right to withdraw “ if 
Geneva or any other troublesome organisation 
upsets the large submarine. In view of this, I 
am not saying anything publicly about the 
Clyde, and I would suggest that it would be 
wise that Spear ” (of the Electric Boat Company) 

“ should not Hot the information get into the hands 
of your Navy Department until after I can tell 
you that we really have a proper contract.” Does 
this mean that Sir Charles was passing on to his 
American colleagues advance information .which 
the Admiralty would not like the Navy Depart- 
ment of the United States to receive at that time? 

Ifere is another illustration of the same point. 
Ill Exhibit 126, Sir Charles Craven is shown as 
writing, on 31st March, 1928, about a contract for 
a foreign power (axiparently Chile) : “ The whole 
thing has been most secret, and as Dawson ” (Sir 
Trevor Dawson of Vickers) “ negotiated the final 
contracts with the Chief of the Commission in 
London, I had to accept his ruling, that I was 
not even to mention the matter to you in writing, 
hence the message by Roberts ” (i.e., Vickers’ 
agent in the United States and a member of the 
board of directors of the Electric Boat Company). 
“ Even to-day ” (Sir Charles’ letter continues) “ we 
are bound to secrecy, so will you please promise 
me not to let your little friends from the other 
South American country know what is going on at 
present.” Sir Charles was presumably alluding to 
Peru, for which country the Electric Boat Company 
had been building ships. I suggest that if pledges 
of secrecy have in fact been disregarded so lightly 
as these letters seem to imply, the present system 
of international agreements between firms making 
armaments for private profit must occasion some 
anxiety for the admiralties. 

Yet another question that is suggested by the 
])ublished corresipondence is this. Is it the case 
that the armament firms in one country and 
another make secret agreements for collusive ten- 
dering, so as to force up the price against pur- 
chasing governments? It appears from a number 
of letters and statements in the American Inquiry 
that Vickers were party to collusive arrangements 
of this kind. We find, according to a letter from 
the Electric Boat Company, dated 28th December, 
1921, that the American Company “ authorised 
Vickers to submit a tender for the work to be 
done in England ” (work on submarines for 
Brazil) “ at prices which they submitted to us and 
whidh we approved.” The spokesman of the 
Electric Boat Company stated in tlie Inquiry that 
Vickers was given by them the alternative of 
raising their bid to tho Brazilian Government, or 
else of making a low bid and paying a high per- 
centage to the American company. In the candid 


words of Mr. Carse of the Electric Boat Company 
in the same letter, “ Too many bids for the same 
thing might prove very inconvenient.” 

Here is another examiile of the same kind of 
price raising. In Exhibit 115 Mr. .Spear of the 
Electric Boat Co. writes to his company, on Sep- 
tember 20th, 1923, about an order for warshiiis 
for the Argentine which he had been discussing 
with Sir Trevor Dawson of Vickers. He says in 
this letter that he has advised Commander Aubry 
about this business; Aubiy was the agent of the 
Electric Boat Co. in Peru, and in 1929 became 
agent for Vickers as well. “ I have advised him ” 
(i.e., Aubry) “ in a general way that it may be 
our policy to su^iport the bid of our English friends 
in the Argentine and that we may also decide 
to have a friendly controlled bid put in from 
Italy. . . . The general idea, of coui-se, is to 
fix the Italian price a little higher than Vickers’ 
price, and if by any chance they should get the 
order, the profit will be ample to take care of 
them as well as Vickers and ourselves.” 

I should weary the Commission if I tried to cite 
all the other indications in the American Inquiry 
about these price raising rings; but here are three 
more brief passages. In Exhibit 125 Sir Charles 
Craven is shown as writing, on November 7th, 
1927, to the Electric Boat Co. ; “ During the last 
few days by skilful manoeuvring we have managed 
to get some of our competitors’ prices in the 
Chilean competition put up, and so may have 
prevented a real price cutting war which wohld 
have resulted in our taking the boats at a loss.” 
On November 28th, 1930, Sir Charles Craven wrote, 
according to Exhibit 162, as follows, to the Electric 
Boat Co. : “ For your very confidential informa- 
tion, we have come to an arrangement with Haw- 
thorn Leslie’s and Thornycroft’s in connection 
with the Portuguese naval programme. The broad 
outline of the scheme is that we shall take half 
and the other two firms each a quarter of what- 
ever orders we can get.” 

1 will only add that other Exhibits, such as 486, 
487 and 488 show, apparently, a similar price 
raising arrangement between Imperial Chemical 
Industries and Du Pont’s. 

I have been speaking of business which involves 
the international armament ring. I must add 
something about the question whether armament 
rings exist .within this country. 

Firstly, I refer to a case which concerns past 
events but which cannot by any means be 
regarded as dead. I submit that inquiry is 
called for into the question raised by Exhibits 
18, 19 and 20 in the American Inquiry. In the 
absence of explanations, these letters from Sir 
Charles Craven to the Electric Boat Co. in 1927 
must occasion public anxiety; for they seem to 
imply that, before Messrs. Vickers made their 
fusion with Armstrong Whitworth’s, Vickers were 
coHusively arranging with Armstrong’s the terms 
of tho tenders which would be put in to the 
Admiralty. When Sir Charles Craven states, in 
a letter marked “ strictly private,” dated Novem- 
ber 30th, 1927, that “ for your private informa- 
tion, I was in a position to look after Armstrong’s 
and keep them out of the picture on this occa- 
sion,” was he not in effect describing a secret 
agreement to bleed the taxpayer ? V hen he wrote 
in the same letter “ I am trying to arrange things 
so that with the Admiralty we count as two ship- 
yards and can therefore put forward two tenders, 
but this of course will be rather difificult,” what 
was his motive if not that Vickers and Armstrongs 
should put up an appearance of competitive tender- 
ing, when in fact their tenders would be subject 
to previous agreement in the interests of tho com- 
bine ? 

I hope that the inference which these letters 
appear to suggest can and will be rebutted. But 
I hope also that fearless and searching inquiry 
will be made. 
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I liave been able in this ipetance to hang niy 
case upon a particular example since the American 
Inquiry has been the means of disclosing some of 
the documents which the parties to the business 
would otherwise conceal. The rest of my case is 
not less important, but cannot be based, at least 
so far as my evidence is concerned, upon docu- 
ments already published. I submit the question 
—does auy agreement as regards tendei-s for gov- 
ernment orders exist amongst the firms which 
compete, or ostensibly compete, for government 
orders for armour plate? This question is, I sug- 
gest, relevant to the Commission’s terms of 
reference; for if there is such an agreement — 
and past history suggests that it is not impossible 
— then manifestly the public may suffer from the 
exactions of a virtual monopoly working for 
profits in the supply of a commodity which is still 
regarded as very important for national defence. 

Lastly, I raise the same question in a still more 
important connection. Is there a secret agree- 
ment between some or all of the British firms 
which make military aircraft for the government 
of this and other countries? I put this question 
not because I have any knowledge that such an 
agreement exists but because, under the present 
system there is an obvious danger that it may 
exist, especially in what is now the largest branch 
of the armament industry wholly or almost 
wholly outside the restraining influence of 
competition by government factories. Let us 
assume for the moment that the nations must 
go on making military aircraft with which 
to menace each other in the name of “ security ” 
(though personally, I must say, I hope that 
assumption will be generally recognised before 
too late as the fallacy that it is). Assuming that 
we must have national air forces, is it not finan- 
cially imprudent — to put the case at its very 
lowest — to rely entirely on private manufacture 
without even that check upon prices and quality 
which a few state-owned factories might afford? 
Would it not be wise, in any case, to make very 
sure, by such means as this Commission has at its 
disposal, that an industry subject to such except 
tional temptations to arrange for collusive tender- 
ing at the national expense does not succumb to 
those temptations? 

I have spoken of the danger that armament 
rings, impelled by the motive of private profit, 
may combine to force up prices against their cus- 
tomers. But that, of course, is not the main 
point I want to bring out. The essential point 
is that the firms engaged in this business must, 
under the present system, be in a position to play 
into each others’ hands in promoting the expan- 
sion of armament orders and in opposing disarma- 
ment. The letter, apiiarently from the Electric 
Boat Co., to Sir Charles Craven, dated Gth August, 
1928, which appears as Exhibit 127 in the Ameri- 
can Inquiry, expresses a concern which must be 
shared by British firms as well as American and 
other firms, engaged 'in this business: “it is too 
bad that the pernicious activities of our State 
Department have put the brake on armament 
orders from Peru by forcing the resumption of 
formal diplomatic relations with Chile.’’ 

I have put to you three main points about 
the evils alleged in the Covenant. I have main- 
tained and tried to show that the present system 
of armament production for private profit and the 
almost wholly unregulated traffic in arms must and 
does have certain evil consequences. 

One, the arms traders must desire conditions in 
which there is a demand for their products, and 
must, with their great resources, be in a position 
to stimulate that demand. 

Two, the system must and does tend at least 
to a dangerous confusion of interested with dis- 
interested motives and may at the worst lead to 
corruption inside and outside the public services 
and the exercise of undue influence by interested 
parties. 


Three, the system lends itself to the formation 
of armament rings in a position to play into each 
other’s hands in stimulating demand and in ex- 
ploiting the taxpayer by collusive tendering for 
government contracts. 

I venture to claim that those three points alone 
are sufficient, and are sufficiently established, to 
justify the conclusion that the present system is 
open to very grave objections and must in some 
way be radically changed. What form should that 
change take? 

PART II. 

Remedies. 

I come now to the major question : assuming the 
existence of such evils in the present system as 
1 have indicated, what remotlies might usefully be 
proposed? In the memorandum which has been 
submitted to you by the 26 organisations on 
whose behalf I speak, the first point emphasised is 
that the unregulateil arms trade is only one of 
the factors which make for international anarchy, 
and that by far the most important task is to 
amend the situation in which there is a demand 
for armaments, whether manufactured by private 
enterprise or by the state. This particular problem 
about the arms trade is, of course, only an item, 
though an important item, in the much larger 
problem of securing a genuine renunciation of 
war, a limitation, reduction and eventual abolition 
of national armaments, and the development of a 
collective peace system based upon a universalised 
League of Nations. 

(A) The Liccnsiiuj System.— The first point I 
want to make concerns the British licensing 
system. The League of Nations Union has 
already submitted to you the view that no mere 
licensing system, however comprehensive, will 
suffice to prevent some of the principal evils of the 
present system of arms traffic, unless limits are 
fixed for national armaments by international 
agreement. That view is fully endorsed by the 
organisations on whose behalf I have the honour 
to speak. It is an argument which applies, of 
course, not only to the export trade in armaments 
manufactured by private enterprise, but also, at 
least to a considerable extent, to armaments that 
might be exported by state factories. The govern- 
ment of a country which exports armaments may 
desire, and as matters stand, will desire, that the 
factories within its territory, whether state-owned 
or privately owned, shall get a lion’s share of 
whatever business in armaments may be available. 
The American Inquirj' has shown many examples 
of the direct intervention of government officials 
in order to promote sales by armament firms in 
foreign countries. I need only refer, as an illus- 
tration, to the case in which the American cruiser 
Baleiyh was u.scd to demonstrate the war material 
offered for sale by the Driggs Company to Turkey. 
Other illustrations concern the alleged use of 
the British Diplomatic Service for promoting the 
trade of British armament firms in South America, 
Finland and elsewhere; and I hope the Commis- 
sion will find occasion to inquire into the question 
whether H.M. Legations and Embassies abroad, 
e.g. in Scandinavia, have been used to induce 
foreign governments to buy armaments from 
British firms. My point is that, if a government, 
for whatever reason, desires an expansion of the 
armament trade of its nationals in foreign 
countries, the licensing system will not avail by 
itself to prevent such evils as now result from the 
system of touting for orders, so long as the market 
remains capable of expansion to an indefinite 
extent. It is most desirable that the licensing 
system and any other method of regulating the 
arms traffic should be fitted into the framework of 
a general agreement to limit the quantity, quality 
and cost of armaments. I do not wish to suggest 
that an extension of the licensing system, such as 
the American Government has proposed, would 
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be wortliless without a general disarmament 
treaty; but I do maintain that its value would bo 
enormously diminished. 

The Commission will presumably have occasion to 
consider whether the British licensing system as 
it now stands calls for improvement. 1 suggest 
that, in this connection, inquiry is desirable on 
these three points. 

(o) Firstly, is it the case that, under iiresent 
conditions, almost all the licences actually applied 
for are granted, virtually as a matter of course? 

I note that on 24th April, 1934, the President of 
the Board of Trade stated, in answer to a ques- 
tion in Parliament, that during the past four 
years, 1930-1933, only seven formal applications 
for licences to export arms were refused. He 
added, however, that “ in cases of doubt prospec- 
tive applicants normally make informal enquiries.” 
In the 12 months ending 31st October, 1934, 415 
licences were granted and seven refused. I raise 
the question not, of course, with the idea of 
snggesting that the British licensing system, such 
as it is, is valueless, hut only to show that it 
may not have so substantial an effect in regulating 
the British trade as has sometimes been claimed. 

(b) Secondly, I submit the question wdiether 
British firms have attempted or planned evasion 
of the licensing system, and what steps are taken 
to ensure that armaments are not falsely described 
by their exporters as commodities of some other 
kind. “ Tractors ” for instance to represent an 
export of tanks. I raise this question because the 
.Vmerican Inquiry has shown that, in the United 
States, .such control as existed is utterly inadequate 
to secure oven an approximate enforcement of a 
licensing system. I refer to the evidence of 
customs officials at New York. As to our oivn 
country, where the legal position is, of course, 
better, the Inquiry has also thrown light upon the 
dealings or intended dealings of Soley & Oo., a 
British firm, stated to hold enormous stocks of 
war material obtained from the AVar Office. 
Captain John Ball, director of this Company, 
refers in his letters (Exhibits 256, etc.) to the 
'need for submitting “to a fairly strict control 
by the authorities concerned”; and in his letter 
of 3rd February, 1934 (Exhibit 257), in which lie 
agreed to appoint the American Armament Cor- 
poration as the firm’s sales representative in Latin 
America, it was specified that “ all the regula- 
tions governing the sales of arms from Great 
Britain into U.S.A.” should be observed. Never- 
theless, we find Captain Ball writing on 
24th March, 1934 (Exhibit 260), as follows: — “ AVe 
have, of course, heard from several sources that 
Bolivia wants A. A.” (anti-aircraft) “ guns quickly, 
but we do not think for a moment that a ship- 
ment or sale to Bolivia could be made direct while 
that country is at war. If, however, an American 
armament firm of some standing bought the guns, 
for eventual re-sale, things might be easier, or 
if the Colombian Government, wdio are not at 
war, bought the guns, they could no doubt liave 
them.” The letter raises the question whether 
this company, closely associated as it is with the 
British AVar Office, and controlling stocks which, 
according to its own claim, “ are of such 
magnitude that the sale of a big block of them 
could alter the political balance of power of the 
smaller states ”, has been seeking to evade the 
embargo that was imposed by the British Govern- 
ment upon exports to Bolivia and Paraguay. In 
passing, I suggest that the holding or controlling 
of stocks of this magnitude by any private firm, 
however reliable, may constitute another dangerous 
feature of the present system. This firm, for 
instance, lists, amongst the stocks controlled 
by it, armaments valued at approximately 
.■£6 millions, including a million rifles and a 
hundred and twenty million rounds of ammunition 
for rifles and machine guns, and many tens of 
thousands of machine guns of various types. 


(c) Thirdly, 1 submit the question whether there 
are in fact such gaps in the British licensing 
system as might have the effect of stultifying an 
embargo or rendering illusory the apparent effec- 
tiveness of the licensing system. 

The President of the Board of Trade stated in 
Parliament on 7th June, 1932, that, where English 
firms have factories abroad for producing munitions 
of war, the licences do not apply : they apply 
“ only to exports from this country.” Does that 
mean that Messrs. A’^ickers, for example, are free, 
or ‘have a blanket licence, to exiiort raw material, 
partly finisihed material, or finished parts or 
completed weapons, to their associated firms in 
Japan and elsewhere? 

On 9th March, 1933, Mr. Baldwin was asked 
whether the embargo on exports of arms to the 
Far East would affect the Air Ministry licences 
granted in 1932 for the manufacture of British 
aircraft in Japan. He replied that the embargo 
then in force “ does not affect the manufacture 
of aircraft in Japan.” Does this mean that 
British firms manufacturing aircraft and having 
associated houses in Japan could virtually ignore 
that embargo upon exports to Japan and China 
which caused so much stir at the end of February, 
1933, when Japan had been oondemned as a 
violator of the Covenant. 

It has been stated in Parliament on a number 
of occasions, e.g., on 28th June, 1934, that spiecific 
licences are not required for any aircraft exported 
to any destination other than Abyssinia, unless 
these aircraft are fitted with armament; in that 
case, licences are required for the armaments only. 
Does that mean that aircraft of military design 
can be and have been exijorted to Germaaiy, for 
example, unlicensed because unarmed? Does the 
system allow for the unlicensed export of 
aircraft engines of a type suitable for military 
machines ? 

I suggest that whatever decision may be 
reached as to the imposition of a really com- 
prehensive licensing system for exports, imports, 
and manufacture on the lines proposed in the 
American draft convention on this subject, some 
review of the present British licensing system may 
be found desirable, and that the questions I have 
ventured to put are amongst those which would be 
pertinent. 1 put them, of course, as questions to 
which, frankly, I do not myself know the answer. 
The system may in fact be iierfectly watertight; 
but the Commission will, I think, agree that, in 
view of the answers in Parliament which I have 
cited, the layman cannot yet feel assured that the 
licensing system is adequate even for its own very 
limited puipose. 

(B) The American Arms Trade Plan . — I pass 
now' to a more important subject — the American 
draft convention which has been under discussion 
at Geneva. The League of Nations Union has 
expressed to you its unanimous opinion that tfiis 
convention, as submitted to the Disarmament Con- 
ference last November, in document Conf. D. 167, 
should be accepted in its general lines : The Union 
has declared that it “ would regret any amend- 
ment to the draft convention whidh would lessen 
its effectiveness, and hopes that the Ros’al Com- 
mission w'ill recommend the signature and ratifica- 
tion of such a treaty under the second of their 
terms of reference.” Alajor Hills this morning 
siioke in the same sense. And I now submit just 
the same recommendation on behalf of all the 
organisations for which I speak. As you will 
see from the memorial submitted, these organisa- 
tions share the view that the American plan 
would be a substantial step in the right direction; 
and many of them have been active in urging 
the withdrawal of the British Government’s pro- 
posal for the abandonment of some of the main 
features of that plan. 

Forgive me if, at the risk of a little repetition, 
I recall the sequence of events and the main points 
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at issue. I venture to do so because the subject 
■was by no means exhausted at tlie Commission’s 
first session, because essential documents have not 
long been available, and because there are grounds 
for thinking that the nature and purpose of the 
American plan are still somewhat widely mis- 
understood. 

On 39th May last year the American delegate 
at the Disarmament Conference made, you re- 
member, a notable declaration on this subject, 
calling for the control or elimination of 

“ the iproduction of and traffic in engines of 
death and the profits resulting therefrom .... 
Those in all countries who had a financial in- 
terest in fomenting international suspicion and 
discord, which in turn increased the demand for 
what they had to sell, must be put into a posi- 
tion in which they had neither the power nor 
the incentive to do so much evil . . . the U.S. 
Government was ready to join in measures for 
suppressing that evil and were prepared to 
negotiate, in connection with disarmament, a 
Treaty that would deal drastically with the 
problem.” 

I recall that declaration made in the name of “ the 
^ American people and Government ” in order to 
emphasise at the outset the extraordinary import- 
ance attached to this subject in the United States. 
We ought not to forget that. 

On 8th June last year the Disarmament Con- 
ference decided that there were at least three 
parts of the disarmament convention on which 
work might usefullj' be resumed at once; and 
one of these parts concerned the arms trade. 
Accordingly; on 30th June, the American delega- 
tion submitted their first plan to the Arms Trade 
Committee. The intention of this plan was that 
it should form i>art of the. disarmament conven- 
tion; so it included references to the limitations 
of armaments that were to be provided presently 
by the Geneva convention, and it assumed that 
the permanent disarmament commission would 
be provided for elsewhere in the Convention. 

But at that stage unfortunately the international 
situation worsened; and on 20th November the 
Bureau of the Conference decided that it would 
be better to proceed with the arms trade plan in 
the form of a limited convention which might be 
at once a useful contribution in itself and also 
a means of facilitating the conclusion of a dis- 
armament convention. The Americans therefore 
revised their plan, so as to make it a convention 
which could stand on its own feet as “a treaty 
of limited objectives.” For this reason, the second 
American plan omitted all reference to limitations 
of armaments, but it included, as the earlier plan 
ihad not, those provisions for a permanent dis- 
armament commission which had already been' 
worked out. 

It will be appreciated from this review how 
specially important it was not to fail in welcoming 
and making use of this valuable American con- 
tribution, especially at a time when the long 
disarmament effort had reached so disheartening 
a stage. I must express my conviction that an 
extraordinary effort should have been made to 
secure the early acceptance of that American 
plan without substantial change, so that it might 
serve, as the Americans intended, both as a self- 
contained treaty of limited objectives and as an 
item which could be included in the general 
disarmament convention without substantial 
reconstruction. 

Unhappily, however, that is not what has 
happened. In February of this year the Arms 
Trade Committee met to discuss the plan and, 
contrary to expectations, the British Government 
t^k the lead in opposing some of its vital pro- 
visions. The document has emerged from its first 
reading with a few clauses agreed upon 


unanimously, though sometimes in a much 
weakened form. The other clauses are presented 
simply as a series of conflicting texts in xiarallel 
columns, the British Government being tlie 
leader of a small minority, generally including 
only Itaily and Jaimn and sometimes Poland. The 
door is not yet shut. It may still be possible at 
the second reading to secure an agreed conven- 
tion ; but I must frankly say that so far as I have 
been able to learn there is little chance of this 
unless the British Government modifies its policy 
and accepts a less eviscerated convention. 

The purpose of the American jjlan, you 
remember, was this. 

1. State ItesponsibUity. — The contracting states 
were to assume entire responsibility for the control 
of arms trade and manufacture in their terri- 
tories. This has been much weakened in the 
corresponding article of the first reading text. 

2. Licences. — All manufacturers, and all exports 
and imports of armaments of the kind listed in 
certain categories, would be licensed by the state. 
A substantial measure of agreement has been 
reached about this, though it is still by no means 
complete. 

3. Publicity. — All armaments of the kinds listed, 
whether made in state or private factories, were 
to be subject to a S3’stem of publicity, from the 
stage of ordering to the stage of delivery, tho 
particulars being supjrlied to the permanent 
disarmament commission at Geneva. This crucial 
provision for publicity of orders has been rejected 
by the British Government. The publicitj^ pro- 
jmsed by the British, the Italian and Jairanese 
delegations would apply only to the total 
values of the articles in certain categories. 

4. Supervision. — The whole sj’stem was to be 
subject, though with certain important exemp- 
tions, to periodic inspections on- the spot on behalf 
of the permanent disarmament commission ; it 
was emijhasised that such inspection ought to be 
such as to be effective without being annoying. 
It was claimed that such inspection was essential 
as a means of establishing mutual confidence 
between states in those cases where confidence is 
lacking or might bo in danger. The British 
amendment eliminates altogether this crucial 
provision for inspection on the spot: it merely 
provides for report by the governments themselves 
to Geneva. 

Thus there are three main points on which the 
British plan differs from the American. 

(a) Inspection on the spot. — Firstly, there is 
that point about inspection on the spot. The 
British Government, in its memorandum of 29th 
January, 1934, declared at last (many jieoxjle 
thought much too late) that it would be willing 
“ if general agreement is reached on all other 
issues, to agree to the application of a system 
of permanent and automatic supervision, to come 
into force with the obligations of the conven- 
tion.” In other words, that guarded acceptance 
of the principle of inspection on the si)ot was 
conditional upon the conclusion of a general 
agreement for the limitation of armaments. Tho 
argumont now advanced (e.g., by Mr. Stevenson, 
the British delegate, on 13th April, and by Lord 
Stanhope on 14th February) is that, so long as 
there is no limitation of armaments, there will be 
nothing substantial to inspect. Lord Stanhope 
also used the argument that we must rely 
confidently upon the good faith of tho govern- 
ments which forward information to Geneva. The 
critics of this argument point out that there would 
be something very substantial to inspect if, as the 
majority of delegations desire, there is ijublicity 
for orders and amounts as well as for mere values. 
They hold also — and for my part I think their 
argument is irresistible — that we shall never get 
anywhere if wo begin by iiostulating that we 
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must rely absolutely upon mutual confidence. Tlio 
essence of our problem is precisely that in some 
cases that mutual confidence is unhappily lacking. 

It is sometimes argued that inspection on the 
spot can only serve to create ill-feeling and cannot 
really be effective. The experience of the Allied 
Control Commission in iGermany after the War is 
cited as evidence of this. I cannot think, how- 
ever, that this illustration is a conclusive proof. 

It must be remembered that we are dealing here 
with a situation that would bo very different from 
that which existed under the unilateral disarma- 
ment scheme of Versailles. Then, the Germans 
were not willing partners in the enterprise; they 
could not feel that the system of inspection was 
of service to a cause that was Germany’s as well 
as France’s and England’s; all Germany regarded 
itself, rightly or wrongly, as the victim, not as 
the partner, in the system. But under such a 
convention as we are discussing — a convention 
in which, it may be hoped, Germany would be a 
colleague upon terms of full equality — the system 
would have an utterly different psychological 
foundation. I do not claim that we could hope 
for full loyalty by all states overnight. I do not 
suggest that for a moment, in the face of 
determined evasion on a great scale, a system of 
international inspection, even if voluntarily 
accepted at the outset, would be 100 per cent, 
effective. Far from it. But I do maintain that 
a system of inspection on the spot is absolutely 
indispensable for iisychological reasons if for no 
others, and that such a system, operating normally 
as a matter of course at fairly frequent intervals, 
would be far less likely to give rise to recrimina- 
tions and bitterness than a system of inspection 
intended to operate only in the event of an actual 
allegation of some evasion of the agreement. 

I have just received a resolution whidh was 
passed unanimously yesterday by the Women’s 
National Liberal Federation, supporting the view 
1 have expres.sed and urging acceptance of inter- 
national control “ including inspection on the 
spiot.” 

It is not possible, of course, for a layman with- 
out inside information to weigh the considerations 
which determined the British Government’s 
policy in this matter ; I do not know what 
calculations as to the probable reaction of 
Germany, for example, made the Government 
decide to reject inspection on the spot at this 
stage. But I do know that the elimination of 
this element from the American plan is widely 
regarded, abroad and at home, especially in 
l^rance and America, as a very heavy blow to 
the chances of agreement upon such a convention. 

(b) Pwhlicify for Orders. — The American plan 
proposed publicity for all orders from whatever 
source received. 

(c) Puhlicity for quantities to he manufactured 
or purchased. — The first reading text, as submitted 
by the majority of the Committee, provides for 
publicity showing the quantities of armaments of 
certain categories to be manufactured or purchased 
in the course of the year by tlie government; and 
also a description of the articles ordered. The 
British Government’s proposals, on the contrary, 
provide only for annual statements by each govern- 
ment of the expenditure which it intends to incur 
on armaments, coiqiled with quarterly returns hy 
value only of production, exports and imports. It 
has even been made plain that the British Govern- 
ment is not willing to transmit to Geneva copies 
of the licences issued by it. The American 
plan would show promptly when an abnormal 
armament demand was springing up in a certain 
quarter. If, for instance, some South American 
state was preparing for a conflict with a 
neighbour state, the orders placed with British 
and other firms would be reported fairly promptly 
to the permanent disarmament commission. In 


the words of the American delegate “ they wanted 
to follow a cannon from its birth to its maturity.” 
Under the Briti.sh plan, the state in question 
might give an honest or partly honest statement 
of its intended orders, merely in terms of total 
value, for the forthcoming year : but that state- 
ment made in January might, if I understand 
the plan rightly, be stultified by the orders 
actually given in February. 

The Committee’s draft, in calling for a. state- 
ment of all manufactures effected during the year, 
calls for something definite and easily calculable. 
The British alternative, which calls only for a 
quarterly return of the total value under each 
heading of the categories of the armaments manu- 
factured, calls for something quite indefinite. How 
is this value to be assessed ? I do not know. It is 
not indicated in the draft. What is the real use 
of such information when obtained? This point 
about publicity for orders and publicity for quan- 
tities is really much more important, I believe, 
than the other point about inspection on the spot. 

It is impossible, I repeat, for a layman who 
was not present at these intricate discussions, 
held largely in secret, to estimate all the factors 
which went to the making of these compromises 
and amendments. But I do feel bound to express 
the opinion, for what it is worth, that the British 
reservations knock so large a hole through a most 
promising project as to make it most unlikely 
that either France or the United States would 
subscribe to the poor residue that would survive 
if those reservations were accepted. There is a 
chance for a revision of British policy at the 
second reading. I do trust that the Government, 
which in its policy about this, is in line only 
with fascist Italy and militarist Japan, will see 
its way before too late to make that policy more 
consonant with that of the United States. For 
here, I believe, on the lines of the American plan 
and already acceptable to the great majority of 
nations at Geneva, a very important contribution 
could be made towards solution of the problems 
covered by this Commission’s terms of reference. 

(C) .4. National Armaments Board. — Reference 
has been made at your earlier session to the 
desirability of establishing a national armaments 
board with the status of a public corporation, 
charged with the responsibility of controlling the 
manufacture, sale and distribution of arms. I 
want to suijport this proposal. I believe that 
some such organisation, free so far as possible from 
the pressure of vested interests, will have to be 
set up if the nation is to assume that “ full 
responsibility ” for supervision and publicity 
which the British Government has provisionally 
approved of in Article I of the first reading 
lately completed at Geneva; and I believe that 
such a board, by .serving as the channel through 
which armament orders from at home and abroad 
will have to pass, would do a great deal to 
eliminate such evils as I described in the first 
part of this statement. But I shall not attempt 
to supplement what has been said on this sub- 
ject by Colonel Carnegie. I had hoped that Mr. 
Ramsay Muir would be able to bo here to do so, 
but as I have said, he is compelled to be else- 
where. 

(D) Nationalisation. — I have spoken of the need 
for a review of the British licensing system in 
any case. I have urged that the American arms 
trade plan should be accepted without weaken- 
ing amendments, and that the British Government 
should endeavour to get the second reading text 
generally accepted without those damaging amend- 
ments to which I alluded. I have expressed the 
belief -that a national armaments board is 
desirable. Finally, I' want to urge, on behalf or 
all the organisations for which I speak, that all 
these steps would be insufficient. What is that 
powerful force which has created all the difficulties 
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I have indicated ? Partly, of course, national 
apprehension, but in large part the motive of 
profit making. What is needed now is action to 
take the profit out of tvar and the preparation for 
tear. 

I submit that the state should assume direct 
responsibility for completing the manufacture of 
all casualty-producing weapons; and that the 
object of the measures taken should be (to quote 
the proposal of the French, Spanish, Polish and 
Danish Governments in March, 1933) “ to reserve 
to the state that part of industrial production 
which renders it unfit for pacific purposes and 
destines it exclusively for military use.” 

It is sometimes argued that “ armaments ” can- 
not be adequately defined. That contention is 
impossible to sustain, in face of the facts about 
the British licensing system and in face of the 
schedule of armaments included in the draft con- 
vention of the Arms Trade Committee. More- 
over, what matters most in this business is that 
the state should be in a position of absolute 
control, not over every single item which goes 
to the making of the vast machine of war, but 
over those items without which modern war can- 
not be conducted. If the state can command the 
neck of the bottle, it can command broadly speak- 
ing what shall come out of the bottle. 

It is sometimes argued that the state cannot 
afford to forego the advantages it derives from 
the cheap and rapid expansion of armament pro- 
duction by means of a flourishing private arma- 
ments trade. It is pointed out that these firms 
can be kept happy and busy without cost to the 
home government by alloiwing them to pour out 
their killing power — though not perhaps of the 
very latest model — ^to all the powers of the world 
except X, y and z. I recognise the force of that 
argument; but I remember the impressive finding 
of the McKinnon Wood Committee in March, 
1919 (Omd. 229), after the most tremendous trial 
of the national armament production ever known. 
The Committee wrote, in its second interim report 
to the Ministry of Munitions : “ It is also prob- 
able that the country will insist on the production 
of aU armaments being confined to government 
factories ; nor would the disappearance of the 
larger armament firms materially handicap produc- 
tion in the event of a serious war. . . . The 

magnitude of present-day war operations is such 
that the reserve of manufacture in peace-time for 
war development cannot be looked on as being 
concentrated in the government arsenal and two 
or three particular firms. The real reserve for 
war is the whole of the manufacturing power of 
the country, which has been educated in the 
supply of armaments.” 

It will be argued, no doubt, that nationalisation 
of the completing stage of armament production 
would be extremely costly. In reply, I recall the 
fact that the French Ministry of Finance in 1933 
was charged with the task of estimating how 
much it would cost France to abolish private manu- 
facture of armaments, with compensation for the 
shareholders of the private firms. The Ministry 
reported that the prices at which armaments were 
supplied by the national arsenals were found to 
be so much below those of the private firms that 
the savings on the defence budget would cover 
the whole cost of compensation, and that no addi- 
tion to taxation would be required. I cannot say, 
of course, whether a similar inquiry in this country 
would yield similar results, but I see no reason to 
suppose that it would not. It would ibe relevant 
in this connection to compare the prices of muni- 
tions in the early stages of the war with those 
that afterwards resulted from the work of the 
Ministry of Munitions. In the History of that 
Ministry, it is stated that “ the immense savings 
in the cost of gun ammunition during the first year 
of the Ministry’s existence were chiefly effected 
by confronting the larger contractors with the 
cost returns from these ” (the national) “ fac- 
tories.” 


It is often argued that the non-producing states 
would be in a worsened position. I elo not think 
this assumption has been proved ; and I recall the 
conclusion submitted by Denmark, which is one 
of the countries in question, to the Disarmament 
Conference in February, 1933 (Conf.D./C.C.F. 31) 
“ The non-producing states derive no benefit from 
the system of private manufacture. 'Fhe abolition 
of this system would not therefore modify the situa- 
tion of non-producing states in any way.” 

I have indicated some of the objections commonly 
advanced. There is one other that I venture to 
refer to, since it was raised this morning. It was 
then suggested by a witness that control! and nation- 
alisation are, in effect, antitheses. It was suggested 
that the American plan was the opposite of national- 
isation. I do wish to point out, if I may, that that 
would be a misreading of the American plan. That 
plan was specifically intended to cover both production 
in state factories and in iirivate factories. The plan 
makes that perfectly plain, and the American dele- 
gate, Mr. Wilson, repeatedly emphasised that point. 
At one juncture, for instance, the Russian delegate 
raised the point that the American plan would iveigh 
exceptionally hard upon state factories. The Ameri- 
can delegate assured him in reply that it was in- 
tended to apply with exactl 3 ' equal force both to state 
factories and to private, and that if there were any 
need for an adjustment of the kind suggested 
he would be willing to see whether the point could not 
be met. I mention it because, you see, any 

scheme of control that would be acceptable at all 
must be one that can applj’ to countries whose manu- 
facture is wholly in the hands of the state, or 
countries whose manufacture of armaments is wholly 
in the hands of private firms, and also to countries 
like our own, where the system is a mixed one, 
partly state-owned and partlj’ private. It is im- 
portant to recognise that contrdl, supervision, 
publicity, may apply both to state manufacture and 
to private, and will be necessary whether we choose to 
adopt an extended nationalisation in the armament 
trade or not. The two are not antitheses, as was 
suggested by the witness this morning. 

I do not suggest that the state should take over 
the entire iron and steel industry, or the entire 
chemical industry : I am not arguing that the state 
should undertake the manufacture of ever 3 ' part of 
every weapon : I am not claiming that the state 
ought to try to disentangle state-owned armament 
factories completely from privately-owned ones. 
What I do submit is that by one means or another, 
the profit-motive must be and can bo taken out 
of a business so closely “ connected with the iiublio 
interest ” as armament manufacture. The state 
should reserve to itself alone the responsibility for 
making such weapons as tanks and artillery, sub- 
marines and military aircraft. And I submit for 
consideration (though here I express only a per- 
sonal opinion) that the manufacture of armaments 
by the state, or manufacture by private firms on 
a cost basis, need not necessarily be entirely 
separated physically from the manufacture of non- 
military goods by private industry. In some cases 
the state might take over, in the complex of a 
great industry, those complete buildings and iilant 
which are principally used for production of an 
exclusively military character ; and that state- 
owned plant might on occasion be made available 
to the private industry, on payment of regular 
charges, at the discretion of a national armaments 
boai'd. This is not a Utopian project: it is what 
this country actually did on a large scale during 
the war. 

Many of the men who helped to direct the system 
of separate accountancy which made it feasible are 
still living : and I venture to suggest for the Com- 
mission’s consideration that some of these men, 
who had experience of the costing system in the 
Ministry of Munitions, might perhaps be invited 
to give evidence here. 
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I have raised this point partly in order to bring 
out the point that the extension of state manufac- 
ture to cover the completing stage of the great 
casualty-producing weapons need not and should 
not involve a dislocation of heavy industry or a 
vast programme of replacement of existing arma- 
ment factories or a building of many new arsenals. 

In conclusion, those organisations on whose 
behalf I speak are convinced that the motive of 
private profit affords a stimulus to armament pro- 
duction which is socially injurious; and that so 
lung as national armaments are required, their 
supply should he limited and regulated under 
thorough supervision. All these organisations 
endorse tlie proiiosition that the state should 
assume direct responsibility for completing the 
manufacture of all casualty-producing weapons. 
And in their view, this suppression of manufac- 
ture by private enterprise should not wait upon 
a general agreement in favour of such suppression 
in all arms-producing countries, though it should 
be carried out within a system of international 
supervision such as the American plan would 
provide. 

I cannot sit down. Sir, without thanking you for 
listening to me in making so mudh too long a state- 
ment. 

491. Chairman : You have stated your case very fully 
and very clearly, and there are very few questions 
1 want to ask you ; but with regard to the last iiara- 
graph in your statement, which you have just read, 
you say that “ all these organisations endorse the 
proposition that the state should assume direct re- 
sponsibility for completing the manufacture of all 
casualty-producing weapons.” Now, you recognise, 
do 3’ou not, that there are practical difficulties in 
carrying that out? Take, for instance, one thing 
that is in my mind. How would you propose to 
deal with aeroplane engines, because although I do 
not understand the thing very clearly I do under- 
stand, I think, sufficiently that an aeroplane engine 
may be used either for civil purposes or for military 
purposes? You cannot distinguish; it is the same 
engine. Well, how would you deal with a practical 
difficulty like that? At what stage would you say 
that the state should interfere? 

Mr. Arnold-Forster \ I think, Sir — and, of 
course, that is the reason why you chose the examiile 
— that that is much the most difficult of the problems 
that this proposition presents. Plainly, as j'ou say, 
those aircraft engines can be used — at least in some 
degree — whether for military or for civil ’planes. 
That is one of the reasons for my earlier reference 
to the possible weakness of the licensing sj'stem. 
Colonel Carnegie has, I think, suggested that it 
would be advisable, in so important a case, for the 
state to take over the whole manufacture of naval 
and military aircraft. I have in my statement 
suggested that one contribution to the solution of the 
jiroblem is to abolish entirely by international agree- 
ment, as our Government and other governments 
have proposed, all naval and militarj' aircraft. That 
is, of course, a corollary not irrelevant to the sub- 
ject, but outside the terms of reference, as I recog- 
nise, of this Commission; but, to answer j’our ques- 
tion, Sir, may I give an illustration of the kind of 
distinction that I think could be more easily drawn. 
In the manufacture of a warship j’ou require armour 
plate. In the manufacture of that armour plate j’ou 
use plant which is used solely, I believe, for that 
purpose ; if not used solely, at any rate used pre- 
ponderantly for that militarj' purpose. You could 
not require that the state should take over the whole 
of the iron and steel industry; I am not suggesting 
that; but you could require that the state should 
take over that plant which is devoted to the manu- 
facture of armour plate and j’ou could require that 
the state should take over those sheds, that plant, 
which is devoted to tl)p purpose of making the great 
gun barrels. That plant is of course required for no 


other purpose than its military purpose, and I sub- 
mit that there is no insuperable difficulty, as these 
various governments have suggested, in establishing, 
not with a hundred per cent, precision, but in estab- 
lishing adequately, a point at which it is desirable 
that the state should take over that responsibility ; 
my point being this, that it is not necessary — it is 
not practicable, if j’ou like — for the .state to have a 
hundred per cent, control over the whole field of con- 
tribution to armament manufacture ; what is neces- 
sary is that the state should have control at the 
neck of the bottle. The state should have control over 
the completing stage of the production of those 
weapons without which war between organised 
modern states cannot be conducted with hope of 
success ; and that, so far as I have been able to 
learn, is not an impracticable definition to draw. 

492. Chairman : Then you make a reference, as other 
witnesses have made a reference, or are going to make 
a reference, to the McKinnon Wood Committee. 
Well, I do hot know whether you know of the posi- 
tion with regard to that Committee, but we have 
ascertained that no shorthand note was taken at 
all of the evidence of the witnesses, but the secretary, 
who seems to have been able to take notes in short- 
hand, took some notes in shorthand, and he repro- 
duced those notes as minutes of the meetings; and 
one copy at least — I do not know whether there i« 
more than one in existence — of those minutes has 
been discovered, and it is in our possession; and 
therefore we are able to deal with such material as 
there is in existence with reference to the McKinnon 
Wood Committee. 

I have read the evidence. I think there were eight 
meetings of the particular sub-committee that dealt 
with the question of Woolwich, and their attention 
was directed -almost entirely to the capacity of 
Woolwich for the uses to which it should be put 
in the future, and there was only one witness called 
who was not either an official or a member of 
either the Army or the Navy, I think. That one 
witness was Sir George Buckham, the chief designer 
of IMessi-s. Vickers, and he was called in order to 
give evidence to show what the difference in system 
at a private firm and at Woolwich was, and there 
was no evidence taken at all as to whether or not 
in the future the system should ibe a purely national 
system, or whether private factories of arms should 
be continued; and as far as I can see from the 
evidence, the remark in that report which j'ou 
quoted arises from the fact that one witness, in 
giving his evidence, suggested that Woolwich should 
remain only as a sort of nucleus for research, and 
so forth, and that private armament firms should be 
subsidised; and in answer to that evidence, the Com- 
mittee make an observation, which appears in the 
minute, which seem to be the foundation of what 
they report in the passage you have read ; and of 
course one must remember that at the time they 
reported, it reallj' was assumed that the peace that 
would follow would probably prevent the necessitj- 
for the manufacture of arms to any extent. That 
is the best conclusion I have been able to come to 
in reference to this report of the McKinnon Wood 
Committee, and I mention it, of course, because 
I may ibe under a misunderstanding. It may be 
that some member of the Committee who hears 
what I saj- or reads what I have said may con-ect it. 

Mr. Arnold Forster: Maj' I thank you for that 
information. Sir, which I am sure will be of much 
interest to those who have studied this report with- 
out knowledge of what lies behind it. 

493. Chairman : If you will forgive me for a moment, 
I could refer to the evidence. The evidence I refer 
to was the evidence of Alajor-General the Hon. Sir 
F. E. Bingham, member of the Munitions Council — 

“ (1) That Woolwich as the future Main Supply 
Ai-senal was out of the question. Geographically, 
it was wronglj' situated. 

(2) But Woolwich must be the nucleus of the 
munition-producing capacity of the country and the 
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parent of all factories making practically every 
type of gun and aininiinition and component, and 
for which there must be a unit of production main- 
tained constantly up to date. This was necessary 
not only to maintain a small 'reserve but to 
enable — 

(a) Experimental work to progress; and 

(b) Foremen to ibe trained so that they could be 
sent out to factories throughout the country. 

(3) V oolwich should keep drawings of all the 
gauges that were likely to be required. He was 
in favour of Woolwich keeping a stock of gauges, 
but appreciated that patterns changed so fre- 
quently and such an enormous stock would be 
lequired that this would be out of the question. 
He desired to emphasise, however, that at the 
beginning ef the war the universal demand of 
manufacturers was for gauges. 

(4) That some of the armament firms s'heuld be 
maintained (possibly by means of a subsidy) in a 
state of readiness to produce munitiens immediately 
a war was imminent, and that, with the excep- 
tion of one or two, the New National Factories 
should be closed down and left dormant, their 
machinery being stored.” 

Then this is what it says on the minute; — 

The Committee discussed these expressions of 
opinion, and the views were expressed — 

(a) That the annual demands for munitions 
after the war would he comparatively so 
infinitesimal that the armament firms could not 
be expected to be kept going for munitions work, 
and that future Parliaments in all probability 
would not permit of subsidies being granted. 

That it would be pessible in future to watch 
the progress ef munitions in other countries 
with a view to ensuring that if a war should 
come, it would not find us wholly unprepared.” 

I mj self think that the ultimate report which you 
have read is founded upon the expression of opinion 
of the Committee, having heard this evidence, that 
the armament firms could not be expected to keep 
going for munitions work, and that future Parlia- 
ments in all probability would not permit of subsidies 
being granted. I say that in order that if I am 
wreng we may be corrected, because apparently the 
impression has got about that there was a distinct 
finding, after evidence, on the question between 
nationalisation and private factories. 

Mr. Arnold Forster: Thank you. May I bo 
permitted to add one word, or rather a question in 
response to that.? ’ 

494. Chairman : Yes. 

Ml. Arnold Forster: I note in the summary 
of the main condusions of that Committee, the 
statement which echoes the statement made in’ 1907 
by the Murray Committee, that the arguments in 
favour of the retention of a Government arsenal for 
munition manufacture in peace-time are overwhelm- 
ing. That is one point. The other point, the one 
that I read, seems to go further than that. It goes 
so far as to say that it is probable that the country 
u ill insist on the production of all armaments being 
confined to Government factories. The very import- 
ant point that you have brought out. Sir, is that 
that conclusion was based more on the anticipation 
that there would be a great reduction of armaments, 
and that the private firms would have to be sus- 
tained by subsidies, more on general considerations 
of that kind than on any detailed evidence; but 
I venture to suggest that it does not necessarily 
show that the inference that I drew from that state- 
ment was unsound. 

495. Sir Thomns Allen: May I interpolate, Mr. 
Chairman, on that point, that it is within my 
memory that after the Vfoolwich Arsenal Inquiry 
had been completed, the workmen there felt that 
they were experiencing depression, and they had an 
interview with the Prime Minister, who was tlieii 
Mr. Lloyd George, on the 4th December, 1918. A 


deputation waited upon him with regard to the 
placing of munition contracts, etc., with private 
firins, and the Prime Ministei', in his reply, made 
tliis observation: “It is common knowledge that 

during the war, in point of time, Woolwich Arsenal 
saved the situation on more than one occasion,” and 
he further stated that it would be “ a very great 
national disaster if Woolwich were not used to its 
fullest capacity for the work of peace.” I think 
possibly that some impression in your mind might 
h.ave arisen out of a statement like that, perha'iis. 

Mr. Arnuld-Forster : Thank you. 

496. Chairman : In the earlier part of your state- 
ment, you refer more than once in terms such as 
these: * . . . but that is not the real point at issue.” 

When you use that expressien, you mean, I assume, 
the point at issue, or the point in issue, which is for 
the Commission to deal with or to decide. 

Mr. Arnold-Forster : All I meant was this 

Sir, that when I referred to particular cases — such 
as the now fairly well-known letters w*hich have been 
cited in Parliament in regard to certain correspond- 
ence of Sir Charles Craven of Vickers — I was 
especially anxious to stress that the case I was 
submitting was not simply that that case should be 
examined into with the purpose of dealing with what- 
ever might result from such an inquiry in a par- 
ticular case. The issue that I was submitting to 
you, and that, I assume. Sir, you are directing 
the Conimission’s attention to, is the major issue that 
underlies all that — not any question of little personal 
issues of that kind — but the great issue as to what 
are the grave objections alleged to exist, and what, 
above all, are the remedies which may be found for 
those grave objections. In otber words, I was anxious 
to make the point that I am not urging that there 
should be any chasing off after a red herring. 1 
was anxious to emjihasise that I was not merely 
dragging up personal issues, for the sake of doing 
so, but only adducing them as illustratiens of a case 
far more important than any instance of that kind, 

497. Chairman: I follow that. Now, I think, there 
is only one ether matter that I want to ask you 
about. You say ; “ Messrs. Vickers have, it is now 
disclosed, been paying large sums derived from tbe 
British taxiiiayer to the Electric Boat Co. in the 
United States.” I do not follow why the money 
is said to have been derived from the British tax- 
payer. 

Mr. Arnold-Forster : Well, Sii*, my submission 
was that the payments were made from the naval 
estimates to Messrs. Vickers, and that eut of the 
profits received by Messrs. 'Vickers, large amounts 
were paid to the American firm. 

498. Chairman: But they do not make profits out 
of the taxpayer, do they, largely? Their profits are 
largely, or mainly, made from civil business and 
profits derived from contracts and sales all over the 
world. It is not the British taxiiayerp 

il/?\ Arnold-Forster : I am sorry; I have not 
made the point plain. No, I was referring expressly 
and solely to the business with the British taxpayer, 
with the British Admiralty. The reference is made 
in this Exhibit, to which I have given the reference 
number — I have the document in my hand if you 
would care to see it — which refers solely to orders 
for warships placed by the Admiralty with Messrs. 
Vickers in respect of which Messi-s. Vickers paid 
over certain sums received from the Admiralty to 
the American company. That at least is the state- 
ment that appears in this Exhibit No. 8. 

499. Chairman : I follow that. Thank you. 

500. Professor Gutteridge: But those payments 

would be in respect of patents, would they not? 

Mr. Arnold-Forster: Yes; they are described as 
royalties. 

501. Professor Gutteridge : It is part of an ordinary 
business transaction as far as I can see. I am 
afraid, at the moment, I utterly fail to see the 
wickedness of it. If the patents of the American 
company ai’C used in constructing submarines, surely 
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there is nothing wrong in Vickers paying some- 
thing for them? 

Mr. Amold-Forster : I was at pains to say that 
I imiiuted no such wickedness at all. The question 
I raised was whether, in connection with this, the 
agreement in question had been kept secret from the 
Admiralty. 

502. Professor Guttcridge : 1 have got your point. 

503. Chairman: However, I think you and I are 
agreed upon this, that when you come later on in 
your statement to deal with the remedies, you deal 
with them as the major point. 

Mr. Arnold-Forster: Yes. 

504. Chairman : 1 thoroughly agree with that. 

505. Mr. Spender : Mr. Ai-nold-For.ster does not 

really mean to suggest, I take it, that the failure 
to come to an agreement with Germany was due to 
any of Mr. Mulliner’s activities, or the failure, even, 
of the naval holiday in 1912? 

Mr. Arnold-Forster: No, Sir. I said: “I do 
not suggest, of course, that Mr. Mulliner was the 
main cause of Anglo-German naval rivalry. That 
•would be a fantastic exaggeration.” Those are 
the words that I used. “ But,” I said, “ I do sug- 
gest that the sequence of events which followed upon 
that advice given by an interested party has a lesson 
for us now.” That, I submit, is strictly true. 

506. Mr. Spender: That is not very important, is 
it? Take the number of British battleships in the 
3 'ear 1913. It was Mr. Churchill’s opinion, was it 
not, that they needed very much strengthening, and 
it was not Mr. Churchill’s opinion, as you might 
infer from the way you put it, that the increase to 
the Navy was excessive, because in December, 1913, 
he proposed a very large increase, and that caused, 
as you will see in his account in The World Crisis, 
the Cabinet crisis in 1913 and 1914. That was pre- 
sented to the Cabinet in a volume of eighty pages, 
and he gave a very picturesque account of the fight 
over it ; so it could not have been Mr. Churchill’s 
opinion that the increases in the Navy were exces- 
sive up to that point? 

Mr. Arnold-Forster: I s:hould not venture. Sir, 
to take Mr. Spender on, if I may say so, on the 
history of that period, and I certainly should not 
venture to suggest that Mr. Churchill would ever 
have been satisfied with the amount of increase of 
armaments that he was able to get out of the Gov- 
ernment; but I would only say this. I am sorry 
if my argument was misleading. My only point 
was this. Mr. Churchill said, most justly as I think, 
in his book, that he had worked for peace, that he 
had proposed a naval holiday with Germany, and 
that that holiday had been prevented. When his- 
tory threw its light upon those incidents it was found 
in the Von Tirpitz memoirs that Von Tirpitz had 
been helped in getting through his supplementary 
naval bill by the Mulliner scare, which he referred 
to by name. That was the only point I wanted to 
make, and I should be sorry to put foi-ward an argu- 
ment that was misleading. 

507. ]\Ir. Spender: It is not so very important. 

Mr. Arnold-Forster : Indeed, I thank you. 

508. Professor Gutteridge : You have the McKinnon 
Wood Report before you? 

Mr. Arnold-Forster: Yes. 

509. .^Professor Gutteridge : I think one thing they 
stressed there, too, was this, was it not, t^hat in 191J 
there were a very large number of men in this 
country who had been trained in the making o 
munitions; I think they call it a large educated 
reserve or something like that ? 

Mr. Arnold-Forster : Yes. The words appear at 
the end of my quotation. They are crucial, I agree. 
The point that they made was that at the end of the 
war a great many people did know about armaments 
manufacture, and therefore there was that reserve 
available. “ The real reserve fo>r war I am read- 
ing the sentence I quoted — “ is the whole of the 
manufacturing power of the country, which has been 


educated in the supply of armaments.” You will 
recall that the same conclusion was reached in the 
impressive volume published by the United States 
in regard to the history of their munitions effort. 

510. Professor Gutteridge ; Yes. Thank you. 

511. Sir Thomas Allen: You say: “I submit that 
by one means or another, the profit-motive must be 
taken out of a business so closely connected with the 
public interest as armament manufacture.” You 
also agree with the American plan. Could you en- 
lighten us as to how far, if at all, the American plan 
meets the object of taking any profit out of war? 

Mr. Arnold-Forster : Well, Sir, it would 

eliminate, as I think, a great deal of the evils of the 
present system, because it would do a great deal to 
reduce the danger of solicitation for orders in secrecy. 
If the American plan went through in unamended 
form, the placing of orders would be followed by 
publicity, and that would mean that you would 
know what orders were being placed, and would be 
able, if the American plan has its proper sequel, 
to ensure that the arms imported into each country 
were within the limits of a general disarmament 
convention. Well, of course, that is not provided in 
the treaty. The point about taking profit out of 
war would not be covered by the American plan, 
except to this extent, that it might eliminate that 
excess profit, that element in the profit, which is 
derived from such touting for orders as would be 
thus cut out. But, of course, as I sought to em- 
phasise just now, the American plan is intended to 
cover hoth production in state factories and produc- 
tion in privately-owned factories ; it would apply, in 
other words, to a country like Soviet Russia or a 
country like Great Britain, the one of them having 
its whole armament manufacture in state factories 
and the other having a mixed system such as ours. 

512. Sir Thomas Allen : The American plan does not 
at aU interfere with the present system of private 
production ? 

Mr. Arnold-Forster : Not the least, no. The 
Americans have, as you know, projects in hand for 
further measures to take the profit out of war, and 
the American Arms Inquiry was held, as you re- 
member, largely at the instance of the American 
Legion on that very slogan, “ Take the iirofit out 
of war.” 

513. Sir Thomas Allen : Still leaving the manufac- 
ture in the hands of private enterprise? 

Mr. Arnold-Forster : Yes, certainly. 

514. Sir Thomas Allen : Just one other point. You 
favour a system of nationalisation, at the same time 
reserving to the state that part of armament pro- 
duction which renders it unfit for pacific purposes, 
and destines it exclusively for military use. 
The Chairman has already put a question to you 
in respect of aeroplanes. I would like to ask at what 
point a battleship becomes unfit for pacific purposes, 
once laid down? 

Mr. Arnold-Forster : Well, I should say from the 
word “ Go.” I thought the answer to that was 
plain. It was once maintained, I think, by a British 
admiral at Geneva that battleships, more precious 
than rubies to those states which possess them, are 
purely defensive weapons, almost alwaj’s purely de- 
fensive weaiions, almost always used for the purpose 
of defending convoys; but it was not a view which 
commended itself to most of the other countries who 
were not possessors of a great battle fleet. The point 
there, I should have thought, was quite a clear one. 
It becomes much more difficult in the kind of case 
that the Chairman put; but may I be allowed to add 
one word to that. Obviously there are many parts, 
many elements in the making of a battleship which 
a state need not make itself wholly responsible for. 
There are all sorts of parts fulfilling functions of 
various sorts, parts which, when a battleshij) is 
broken up, one is able to buy for one’s back garden 
or one’s doorstep ; and those fittings may be made 
by private firms, and will be secured under the direc- 
tion of the armament board, or by the contract de- 
partments of the fighting services, as now. 
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515. Sir Philip Gibbs : I take it that all the 

societies for which you are speaking do actually 
insist upon nationalisation — that is to say, that is 
a very strong part of their programme and of their 
hopes P 

Mr. Arnold-Forster : Yes, that was, to me, the 
impressive feature of the support given to this 
memorial. I confess I had not expected the 
response to be so unanimous and wide. The last 
paragraph of my statement was quoted practically 
verbatim from that memorial, which has their 
official endorsement, and I was at pains to quote it 
so in order to depart in no detail from what I was 
properly authorised to say. 

516. Sir Philip Gibbs : Several witnesses who have 
come before us, including Major Hills this morning, 
suggested that nationalisation is not really an 
absolute cure for a great many of the evils which 
are alleged against the traffic in arms; that we 
may have confidence in our own government, but 
that other nations with less confidence might find 
themselves in the position, really, of making arms 
for government trade with other countries. Do 
you think, yourself, that there is any likelihood of 
that danger? Supposing you have the nationalisa- 
tion of arms in some countries; they then proceed 
to manufacture great quantities, and then tout in 
other countries. How would you deal with that? 

Mr. Arnold-Forster: May I say, with great 
respect, I am grateful for that question. The 
nationalisation of armaments, as I sought to 
emphasise to you, would not, in my judgment, 
remove all the difficulties that we have to face. 
Plainly, the problem of limitation would remain. 
Plainly, there is no means of dealing with that 
problem short of a general disarmament convention. 
There is no other means of dealing with it at all. I 
venture to stress that point — that if you had an 
unlimited market both for government factories and 
private factories, they would be competing for that 
market. The exports, whether from state factories 
or private factories, would be exports into an 
infinitely expansible market, and, as the American 
Inquiry has amply shown, the governments have 
been back of the private firms in seeking to secure 
for their nationals the lion’s share of their business. 
That is one of the chief points I made ; and I should 
like to emphasise my agreement with the view that 
nationalisation by itself, if it will solve some, will 
not by any means solve all of the difficulties. 
Obviously it will not. Certainly the fact that a 
particular state has got an extended system of 


nationalisation in six arsenals, like our own country, 
will not, for that country, remove all! the evils of 
the trade, any moie than it would in Soviet Russia. 
And if there was any substance in the submission 1 
liave made it will, I hope, be found in the 
coupling together of those four items : (1) a supple- 
menting of the system of licences; (2) an acceptance 
of the American plan, which I think is the most 
urgent step ; (3) the consideration of the formation 
of a national armaments board; and (4), but as 
linked up with those, that measure of nationalisa- 
tion which I suggested. 

517. Sir Philip Gibbs : Of course, most of tlie 
points you have raised do not lead us to question 
you ; you understand that. It is other people who 
must he questioned on all the points you have 
raised, and therefore, really, there are no further 
questions to ask you, as far as I am concerned. 

Mr. Arnold-Forster: I am much obliged. I was 
only afraid I had suggested too many points. 

518. Chairman : It is nearly the time when we 

usually adjourn, but we were told that there were 
a considerable number of people who desired to come 
and support your statement. Well, having heard 
you, I venture to ask whether there is anything 
they can usefully add? 

Mr. Arnold-Forster : It is not for me to speak 
for them. 

519. Chairman : Except, of course, to support your 
statement in the sense of emphasising what you have 
already told us, that they agree with what you have 
said. Do you follow what I mean ? 

Mr. .Arnold-Forster: Yes, Sir. If you ask me 
as a question, I would express the hope that you. 
Sir, may ask them, becau.se 1 cannot help thinking 
that it might be of interest to the Commission to 
hear the brief statements that they may make as to 
the views of the very large organisations which they 
represent. 

520. Chairman : May I take it from that that their 
views are correctly represented in your statement, 
because if so, we would he glad to hear them to- 
night and close this part of the examination; but 
if they want to make any sort of lengthy statement 
they would have to do it to-morrow. That is what 
I want to bring before them. 

Mr. A'rnold-F orster : It is not for mo to speak 
for them on this, but I venture to give an as.Surance 
on their behalf that they will not speak long. 


{The Witness withdrew.) 


Mrs. Hartkp.b, Acting Vice-President, National Council of Women, called and examined. 


521. Mrs. Hartree. : Mr. Chairman, I speak as a 
reiiresentative of the National Council of Women of 
Great Britain, which consists of 85 branches and 132 
societies. It is a constituent member of the Inter- 
national Council of Women, consisting of 34 national 
councils. I speak as expressing the deep concern 
of public opinion in this question of “taking the 
profit out of war.” Both Councils have taken great 
and continuing interest in all questions dealing with 
international problems, and both have standing com- 
mittees studying such problems and reporting on them 
to the Councils, and I have here a list of resolutions 
passed by the I.C.W and also by the N.C.W. (if 
I may shorten myself by those initials) in full 
session during the la.st few years, from which I should 
like to read the following : — 

“ The International Council of Women welcomes 
the proposals for the drastic control of the manu- 
facture and trade in arms recently adopted by the 
Committee for the Regulation of the Trade in and 
Manufacture of Arms and Implements of War at 
the Disarmament Conference.” — 

I might say that this resolution was iiassed in 


July, before the American proposals of November 
ivero put forward — 

“ It urges the National Council to work for the 
acceptance of these proposals by their respective 
governments so that they may be indluded in a 
general disarmament convention the conclusion of 
which is indispensable if the race in armaments 
is to be stopped.” 

That resolution was confirmed in a large gathering 
of the National Council at Edinburgh last year in 
October, with only three dissentients out of over 
500 delegates. It also passed at the same time — the 
National Council I am speaking of now — this resolu- 
tion : — 

“ The National Council of Women urges the 
Government to introduce measures which will take 
the manufacture and sale of armaments out of 
private hands and jilace them under national con- 
trol.” 

That was passed also by a large majority, though 
there were rather more dissentients. Those were the 
resolutions. 
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I speak not in any way on the moral issue of this 
question at all, though there are some of our 
memhers who feel strongly on the moral issue of the 
manufacture of ai-maments by private firms. I speak 
from the common sense point of view that manu- 
facturers, of whatever commodity, must obviously 
desire expan.sion of demand, and therefore natxirally 
take all steps possible to increase that demand. In 


the case of armaments such steps include the con- 
stant inflaming of public opinion in different 
countries against each other, of which there is over- 
whelming proof both before and since the war. It 
is extremely doubtful whether national and inter- 
national control and suiDervisiqn would he sufficient 
to abolish these activities, and we therefore support 
the memorandum put forward by Mr. Arnold-Porster. 


(The Witness withdrew.) 


Mr. S. F. Perry, Secretary, Co-operative Party, called and examined. 


522. Mr. Ferry. Mr. Chairman, I think it would 
be unfair to take up much of your time, as I have 
had the advantage of listening to a great deal of 
the statement from Mr. Arnold-Porster, but I do 
want to speak on behalf of the Co-operative Union 
of Great Britain with a membership of 7,000,000 in 
Great Britain, mainly householders ; and if you will 
take the average size of the family you will easily 
appreciate that we can speak with some knowledge 
of the feelings of one-half of the people of our 
country. We have had the opportunity of consider- 
ing the memorandum and the general policy outlined 
in dt. It has been the subject of discussion at our 
annual conferences, sectional and district con- 
ferences, and we are here to give our whole-hearted 
support to the general policy laid down by the 
National Peace Council. 

You will appreciate. Sir, that our movement, com- 
posed largely of working men and women, has per- 
haps not gone so deeply into the technical side of 
this problem as outllined in .some of the questions we 
have had here this afternoon; but I think there are 

{The TT'ifness 


few people in this country who have deeper and 
stronger feelings on this matter than we have. I 
can plead guilty to playing my part in trying 
to increase the feeling of our Co-operative 
movement on this matter by one personal experience , 
and with that I will close. Some years ago I had 
the opportunity of speaking in the town of 
Bedford. In the interval before the meeting I was 
walking round the town, and saw one of the usual 
war trophies. On that trophy there is a brass plate 
with this inscription: “Presented to the town of 
Bedford by the 5th Bedfordshire Regiment. Captured 
at Gaza.” As I read that plate, I pictured the 
deeds of heroism of the young boys of the Bedford- 
shire Regiment, and I knew, too, of some of the 
desolate homes in Bedford. Then I walked round to 
the other side of the gun, and on the other side of 
the gun there is an inscription in much larger letters. 
That inscription read: “ Made by Sir George Arm- 
strong Whitworth <fe Co.” 

withdrew.) 


Mr Frederick Cecil Woods, Member of the Executive Council of the Union of Post Office Workers, 

nnlled and examined. 


523. Mr. Woods-. As a member of the Executive 
Council of the Union of Post Office Workers it is my 
privilege to repre.sent over 105,000 Post Office 
employees. We think that it is not unnatural, with 
the experience gained as a result of our direct 
association with a great national service such as the 
Post Office, that the memhers of our organisation 
are led to the conclusion that whilst arms of any 
description are necessary; the efficient manufacture 
and control of such arms can only be maintained 
under a nationalised industry. It is anticipated 
by my Executive Council that witnesses who appear 
before this Commissicn who may be associated with 
the production of arms for profit will endeavour to 
discredit the efficiency of government departments 
and the staffs employed by such departments, and 
will refer to the absence of initiative displayed by 
government employees. This statement will be 
made, probably, in spite of the fact that every 


Select Committee or Royal Commission that has 
inquired into Post Office administration has paid 
tribute to the efficiency of Post Office employees. 
Thus the suggestion of a lack of initiative, or of 
inefficiency, on the part of government departments 
or their employees is without foundation, and we 
refer to the undeniable success of the Post Office 
as a nationalised industry, an industry with which 
my Union is associated. _ i t,- 4 . 

May I add that on every occasion that the subject 
of peace or nationalisation has been before _ the 
annual conference of my Union the princpleg 
advocated by Mr. Arnold-Forster’s evidence have 
been supported either unanimously or by an over- 
whelming majority. I therefore confidently desire to 
associate the members of the Union of Post Office 
Workers with the evidence submitted on beihalt or 
the National Peace Council and other associations 
by Mr. Arnold-Porster. 


(Adjourned to to-morrow at 11 o’clock a.m.) 
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STATEMENT SUBMITTED BY THE NATIONAL PEACE COUNCIL AND 
ORGANISATIONS ASSOCIATED WITH IT FOR THIS PURPOSE 


The following expression of views in regard to the 
matters raised hy the terms of reference of the Royal 
Commission is suhmitted in the name of the under- 
mentioned organisations : 

Auxiliary Movement. 

Baptist Ministers’ Pacifist Fellowship. 

Baptist Union of Great Britain and Ireland. 
Congregational Christian Pacifist Crusade. 
Churdh of Scotland Ministers’ Peace Society. 
Co-operative Union, Ltd. 

Friends Peace Committee. 

International Friendship League. 

National Co-operative Men’s Guild. 

National Council for Equal Citizenship. 
National Council of Women. 

National Guild of Co-operators. 

National League of Young Liberals. 

National Liberal Federation. 

National Peace Council. 

National Union of Teachers. 

National Union of Women Teachers. 

Northern Friends Peace Board. 

Society for Research in Education. 

Teachers’ Anti-War Movement. 

Union of Post Office Workers. 

Unitarian and Free Christian Peace Fellowship. 
Women’s Co-operative Guild. 

Women’s International League. 

Women’s National Liberal Federation. 


I. THE GENERAL CASE. 

1 . Paragraph 1 of the Royal Commission’s terms 
of reference calls for report on the desirability of 
prohibiting private manufacture of and trade in 
arms : and paragraph 2 calls for report on whether 
there are any steps to be taken to remove the 
“ grave objections ” to wdiich private manufacture 
is stated in Article VIII of the Covenant to be open. 
Evidently, these questions do not admit of an 
adequate answer until the grounds for objection to 
private manufacture have been thoroughly examined. 

2. In the Council’s view, grave objections do un- 
doubtedly exist : and the Council finds extra- 

ordinarily widespread support from public opinion 
on this point. The anxiety expressed by the authors 
of the Covenant is widely shared in many European 
countries, not least by the ex-service men, who 
united to present an impressive memorial on this 
subject to the Disarmament Conference in 1933. It 
is keenly felt in the United States, .where the demand 
of the ex-service men that measures should be 
adojited to “ take the profit out of war ” contributed 
to the decision to hold the Senatorial Inquiry into 
the arms trade : and President Roosevelt (May 18th, 
1934), referring to the dangers of a “ mad race of 
armaments ”, declared that “ this grave menace to 
the peace of the world is due in no small measure 
to the uncontrolled activities of manufacturers of 
and merchants in engines of destruction The 
French Government (1933) called for suppression of 
the manufacture of armaments hy private enter- 
prise; or, failing that, for drastic control by inter- 
national as well as national means. Throughout 
Great Britain, the Council and each of the organisa- 
tions here represented have found evidence of the 
deep concern of public opinion about this question, 
and of the widespread desire, even in centres of 
the munitions industry, that the manufacture of 
war material should no longer be subject to the 


motive of profit-making. We understand that one 
of the associated organisations — the Women’s Inter- 
national League is submitting to the Commission 
detailed evidence in support of this assertion. 

3 . The main ground for objection is, in the 
Council’s view, inherent in the nature of this trade 
and does ]iot require for its demonstration any re- 
seaich or documentary evidence. The manufacturer 
of armaments for private i)rofit must desire the con- 
tinuance of conditions in which there is a demand 
for his products : and he must be under temptations 
to stimulate, by whatever means are open to him, 
that demand. In the case of some commodities such 
stimulation of demand has no evil social con- 
sequences : but in the case of armaments, as in that 
of noxious drugs, it is open to the gravest objections. 
Tlie business is perfectly legitimate so long as society 
allows it to continue : but society cannot well be 
indifferent to any motive-force which, hy tending to 
increase armament and counter-armament, stimulates 
mutual apprehensions and suspicions, prevents the 
general disarmament that the world urgently needs, 
and imperils “ the peace of nations ”. 

It would, indeed, he absurd for manufacturers of 
armaments to contend that they do not desire the 
continuance and expansion of their business. 

4 . If any such contention were, nevertheless, to be 

put before the Commission, it would suffice to’ refer, 
in r^ply, to the mass of evidence already published 
and available to the peace movement of the world. 
This includes the admissions of Mr. Mulliner and 
other facts of the Mulliner case (1908-10)- the 
Vickers-Mitsui case (1914); the Shearer case 

(1927-29) ; the Seletzki case (1933) ; the admissions by 
the representative of the Remington Co. in the 
American Embargo Inquiry (February, 1933); and 
much of the evidence produced before the United 
States Arms Inquiry (1934-35). The letters of 
Captain John Ball of Soley Armament Company, 
Ltd., to the Electric Boat Co. of the United States 
contain allusions to bribery on a largo scale, into 
.which, the Council hopes, the Commission will 
mqmre : and these letters reflect the mutual interest 
of the armament firms in a general expansion of the 
demand for armaments. It is presumably this 
motive which has prompted the great armament 
makers to pass on orders to their competitors (e.g. 
in the case of the Electric Boat Co. shown as pass- 
ing on orders to Vickers Ltd.) and to share their 
patents for war-material (e.g. in the case of the 
Electric Boat Co. and Vickers Ltd.). 

The statement has often been published, we believe 
without being controverted, that M. Francois de 
Wendel, President of the Comite des Forges, closely 
associated with Schneider-Ci'eusot, has acquired a 
controlling interest in the “ Journal des Vehats,” 
and is the head of a group which, in October, 1931 
jointly with the French coal cartel, purchased a 
controlling interest in “ Le Temps ” ; M. de Wendel 
IS also stated to have interests in the management 
of the “Echo de Paris” and “Matin.” The Du 
Pont Company are stated to own three newspapers 
in the State of Delaware. It can hardly be doubted 
that such control over organs of the press by those 
concerned with the sale of armaments for profit is 
due, in some degree at least, to the desire to promote 
the demand for armaments. 

Much of this published material is of unquestion- 
able value as it stands ; a good deal of it is based 
on frank admissions by the parties concerned : some 
of it, no doubt, requires further examination before 
it can be regarded as of evidential value. The 
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Council hopes that the Commission will undertake 
this examination with unflinching thoroughness and 
full publicity. 

5. Besides the material already available to the 
public, there is presumably a mass of relevant 
evidence still undisclosed. The Council hopes that 
the evidence upon which the McKinnon Wood Com- 
mittee in 1919 reached its conclusions will be made 
public; and that the Commission will insist on taking 
testimony on oath, wherever called for, and will 
require the production of all documents which may 
throw light on the “ evil effects ” alleged in the 
Covenant. 

6. The Council believes it to be clear, from the 
evidence already available, that armament firms have 
accentuated the armament race by playing off one 
country against another and have prolonged wars 
by simultaneous arming of both belligerents ; have 
sought to influence public opinion through the control 
of newspapers and by stimulating Press campaigns 
for increased armaments ; have disseminated false 
reports concerning the military programmes of 
various countries ; have attempted to bribe and 
influence Government officials both at home and 
abroad; have sent paid agents to seek hy false 
propaganda to defeat the efforts of international 
conferences for disarmament and peace; and have 
derived profit through the arming of countries which 
might easily become enemies of their awn country. 

. 7. So long as the export of armaments for private 
profit continues, it is likely that the Governments of 
those countries in which armaments are manufactured 
and exported for private profit will generally desire 
that the export trade of the armament firms within 
their territory should be as large as possible, short 
of the point at which national security would be 
obviously and directly prejudiced. The United States 
Arm Inquiry has afforded many evidences of the 
desire of the governments to facilitate and promote 
armament sales in foreign countries by their 
nationals : and it has been indicated, by answer to 
a question in Parliament, that the British licensing 
system, valuable as it may be as a means of control 
in case of special need, does not have the effect of 
withholding more than a trifling proportion of the 
licences actually applied for. 

The Council believes that so long as the govern- 
ments can look upon the private armament manu- 
facture within their borders as a convenient means 
of rapid expansion of arms production for them- 
selves in “ETme of crisis, there will be an objectionable 
tendency to stimulate the increased demand for 
armaments. 

8. The Council and the associated organisations 
therefore consider it to be clearly established that 
the manufacture and sale of armaments for private 
profit, unregulated as it now is, is gravely injurious 
to the public interest. 

II.— EEMEDIES. 

9. In submitting the following opinions as to the 
best practicable remedy in existing circumstances, the 
Council feels obliged to make clear its opinion that 
the trade in arms and its control must be seen as 
part of the wider problem of the prevention of war 
and the organisation of a peaceful and co-operative 
world order. Tho root of the matter lies in the 


international anarchy — in the economic rivalries and 
unresolved political differences which lead to military 
preparations and the demand for arms whether manu- 
factured by private enterprise or by the State. In 
its view a complete solution must therefore depend 
upon a genuine renunciation of war, the limitation, 
reduction and eventual abolition of armaments, and 
the development of a collective peace system based 
upon a universalised League of Nations. 

10. Limitation of Abm aments. — The Council is 

unanimously of opinion that no mere licensing system 
for exports, imports and manufacture of armaments, 
however thorough, will sufi&ce to prevent the major 
evils of the arms trade, unless limits are fixed for 
national armaments by international agreement. If 
the government of each country that exports arma- 
ments subjects those exports to a licence system, each 
of those governments will remain anxious, as it now 
is, that its nationals shall get a lion’s share of what- 
ever business is available : each government will 

continue (as the British Government has done) to 
grant practically every licence applied for, as a 
matter of course ; and the main evils inherent in the 
touting for orders in a market capable of infinite 
expansion will survive. A comprehensive limitation 
of armaments is required, as the frame within which 
any export of armaments must be regulated. 

1 1 . International Control. — The Council considers 
that a comprehensive system of licensing for exports, 
imports and manufacture, with inspection on the 
spot and publicity for orders, as proposed in the 
American plan now before the Disarmament Con- 
ference, would be a substantial step in the right 
direction. The Council and its associated organisa- 
tions have been active in urging H.M. Government 
to withdraw its opposition to the proposals for inspec- 
tion on the spot and publicity for orders, which they 
regard as essential elements of the American plan 
and necessary for the promotion of confidence where 
confidence is lacking. The Council hopes that the 
Commission will recommend to the Government the 
signature and ratification of such a treaty. 

12. Nationalisation. — But the Council considers 
that the step referred to above would be insufficient. 
It urges that the State should assume direct responsi- 
bility for completing the manufacture of all casualty- 
producing weapons (e.g., as defined in the American 
plan). The Council endorses the view of the French, 
Spanish, Polish and Danish Governments (Conf. 
D./CG/48, 3rd March, 1933) that the object of the 
■measures taken should be “to reserve to the State 
that part of industrial production which renders it 
unfit for pacific purposes and destines it exclusively 
for military use.” 

13. To sum up. The Council and the associated 

organisations are convinced that the motive of 
private profit affords a stimulus to armament pro- 
duction which is socially injurious : that so long as 
national armaments are required, their supply should 
be limited and regulated under thorough super- 
vision : and that the manufacture of casualty- 

producing weapons should he taken over by the 
State. 

In the view of the signatory organisations, this 
suppression of manufacture by private enterprise 
should not wait upon a general agreement in favour 
of suppression, but should be carried out within a 
system of international supervision. 
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Peesent ; 

The Rt. Hon. Sir JOHN ELDON BANKES, P.C., G.O.B. (Chairman). 

Sir PHILIP GIBBS, K.B.E. Sir KENNETH LEE, LL.D. 

Dame RACHEL E. OROWDY, D.B.E., R.R.C.,LL.D. Professor H. O. GDTTERIDGE, K.O., LL.D., M.A. 
Sir THOMAS ALLEN. Mr. J. A. SPENDER. 

Mr. E. TWENTYMAN (Secretary). 

Mr. D. HAIGH (.issistant Secretary). 

Mr. Harry Pollitt, representing the Central Committee of the Communist Party of Great 


Britain, called 

524. Chairman: Are you Mr. Pollitt? 

Mr. Pollitt : I am. 

625. Chairman : And in what capacity are you 

coming here? Are you the secretary of the 

Party P 

Mr. Pollitt : I am representing the Central 
Committee of the Communist Party. 

526. Chairman : A statement* has been submitted 
on their behalf. Did you prepare that yourself. 

Mr. Pollitt ; I prepared that statement in con- 
junction with the other people with whom I 
am associated. 

627. Chairman: jHas it 'been submitted to any 

representative committee, or is it merely the 

opinion of those who drew it up? 

Mr. Pollitt : It is the considered opinion of 
the Central Committee of the Communist Party. 

528. Chairman: I have read it through carefully. 
The earlier part of it contains a good deal of infor- 
mation that we have received before from other 
sources, and there is a certain amount of it that I 
think one could charitably say was not very rele- 
vant to what we have to consider; and, of course, 
from your point of view the important part comes 
under the head of “ Conclusions and immediate 
recommendations ”, under Section VII. Would you 
be content to start with that,- or do you wish to 
read the whole of it, — because if you wish to read 
the whole of it I should not say that you are 
not to do it. It rests with you whether you wish 
to read the whole of it. If you do, I should not 
stop you. 

Mr. Pollitt : No, I do not wish to read the 
whole of the memorandum, because I want to save 
the time of the Commission a little; but I would 
like to amplify certain parts of the memorandum in 
order to show that it is based, in our opinion, on 
fact. Therefore it would be a question of quoting 
each section, drawing the attention of the Com- 
mission to the paragraph, and then amplifying the 
conclusions that we draw there. 

529. Chairman: Very well; that will be quite con- 
venient. It does not mean a long speech on each 
amplification ? 

Mr. Pollitt : I will make it as brief as I 
possibly can. 

530. Chairman: I would sooner you read it as it 
stands than read part of it and amplify it. 

Mr. Pollitt : I was hoping to draw your atten- 
tion, for instance to paragraph 4, and then submit 
one or two facts in relation to that paragraph. It 
will be quite short. 

631. Chairman : Very well. 

* Appendix I. 


and examined. 

Mr. Pollitt : In connection with the first sec- 
tion, in paragraph 2, we want to direcet the Com- 
mission’s attention especially to that sentence imme- 
diately after the percentage of world export of 
arms, where it reads: “The heaviest responsibility 
for the evils of the world arms traffic thus rests 
with Britain ”, and to ask that attention shall be 
given to this because of the present situation of 
rising armaments at the moment when the Com- 
mission is sitting ; and that is all that we wish to 
draw attention to on that first section. 

In connection with the second section, which deals 
with the destination of British armaments exports 
for the furtherance of wars and counter-revolution, 
we wish to draw the attention of the Commission to 
the significance of our statement where we point out 
the big increase in armament exports to Japan 
between 1929 and 1932, and to that formulation 
where we say : “ At the same time as the League of 
Nations was vainly endeavouring to check this 
flagrant violation of treaties and aggressive war of 
conquest, British armament manufacturers were 
supplying the means for it to be carried out.” 

Then in regard to the next paragraph, on Cliina, 
we believe that it is also nseful to draw the atten- 
tion of the Commission to this later return that we 
have obtained of the export of loaded cartridges to 
China, and then I hope to show why this has taken 
place, in accordance with what we say in the memo- 
randum, that “ British arms exports to China showed 
a steep rise; arms were poured in to support this 
counter-revolutionary war.” I therefore want to 
direct your attention to the following figures. 
In 1920 this country exported to China 393,000 loaded 
cartridges, in 1930 847,000 loaded cartridges, in 1931 
2,458,000 loaded cartridges, in 1932 7,735,000 loaded 
cartridges, and in 1933 — these are the last figures 
available— 33,202,500 loaded cartridges; and our sub- 
mission to the Commission is that this tremendous 
increase in exports of this form of armaments coin- 
cided with their use for the suppression of the 
Chinese Soviets and the Chinese Red Army. 

In support of that contention I want to direct 
the attention of the Commission to this extract from 
the official Army, Navy and Air Force Gazette for 
8th November, 1934, which is headed “ British Tanks 
against Communists ” — • 

“ Pour 6-bon tanks, each equipped with one 
47 mm. gun and one machine gun, and four light 
amphibian tanks, each equipped with one machine 
gun, have been supplied by British manufacturers 
to China, and are being nsed for the first time 
against Communists in Canton, who are retreating 
to Szechwan, where they hope to joint , the bandit 
Hu Lung and his company of 100,000 men.” 
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532. Chainnan: I did not quite gather what you 
said about British manufacture. Did it mention a 
name ? 

Mr. Pollitt : No, it does not mention the 

name; but I want to submit to the Commission that 
it might be well worth inquiring about when Vickers 
send their representative, because the type of tank 
that we can prove — as far as specifications are con- 
cerned — was sent, was this type of amphibian tank, 
a type that Vickers specialise in. I have not the 
slightest doubt that Sir Eustace d’Eyncourt could 
also have thrown a little light on this particular 
form of transaction. We are submitting that this 
is rather important corroboration of the fact to which 
we are drawing the Commission’s attention in rela- 
tion to the purpose of this export of armaments to 
China. 

Then .with regard to the paragraph headed “ South 
America,” where we are dealing with the figures 
of exports of armaments to South America, I think 
that the Commission will be interested, too, in this 
further quotation, which we took from the Aero- 
plane, of 9th September, 1934 : — 

“ Air firms are no less quick to seize their 
opportunities. One of the most important persons 
in South America in relation to the development 
of British aeronautical interests is Sir Henry 
Joseph Lynch, financiail adviser to the Brazilian 
Government and managing director of Davis & 
Pullen, of Rio. He is also ex-President of the 
Chamber of Commerce of Brazil, and is generally 
regarded as being connected intimately with 
Rothschild interests.” 

The same paper, the Aeroplane, at a later date, 
3rd October, 1934._ then follows this up : An indica- 
tion of the direction of British aeroplane exports is 
shown by a remark in the Aeroplane. This is 
the actual quotation : 

“ In spite of the revelations of the United States 
Government Inquiry into armament graft, we do 
not believe that in selling armaments to foreign 
nations American salesmen are able to beat oitr 
own, and the fact remains that one British manu- 
facturer, at any rate, sold enough aeroplanes to 
the various South American nations to make a 
very big hole in the difference between the sales 
of American and British products. Therefore the 
natural assumption is that the excess of American 
sales over British sales must consist of passenger- 
carrying aeroplanes and motors and other equip- 
ment for them ” — and not, thank Lynch, of arms 
Ijlanes. 

Our submission here is that an official journal 
representing the interests of what I choose to term 
bombing-war interests is, first of aU, sho.wing how 
valuable it is for them that they have this important 
contact in South America, Sir Henry Joseph Lynch; 
secondly, that we can beat the American salesmen 
at their own game; and thirdly, that even when 
they get a little of our trade we are thanking Lynch 
that their trade is only passengers, and ours is for 
the production of war planes; and we believe that 
that is a quotation to which the Commission should 
give its attention. 

Then in the paragraph which is headed “ Ger- 
many,” we say : “ The figures of British arms 

exports to Germany are not available; but the active 
British participation in the re-arming of Germany, 
contrary to Vei-sailles, is common knowledge,” and 
then we make a statement; but we believe that the 
Commission ought seriously to consider the statement 
that was made in Parliament on Tuesday of this 
week in. connection with this German re-armament, 
especially because of the debate in the House of 
Commons last night, and the fact that in our opinion, 
having armed Hitler, we are now using that as a 
pretext to embark on an unparalleled armaments race 
in this country. This is the question that was asked 
in the House on Tuesday night by Mr. Bevan. I 
will read the actual extract from Hansard: — 


“ Mr. Aneurin Bevan asked the President of the 
Board of Trade the amount and the value of nickel 
imported into Germany from Canada for the years 
1933 and 1934, respectively, and for the first three 
months of 1935 as compared with the first quarters 
of 1933 and 1934, and the amount and value which 
was exported direct to Germany and exported via 
Rotterdam, respectively; and whether, in view of 
the large proportion of capital held by British 
nationals in the firms involved, he will consider 
taking steps, in conjunction with His Majesty’s 
Government in Canada, to prevent the continued 
participation of British firms dn the re-armament 
of Germany? 

Mr. Bunciman : As regards the first part of the 
question, I am circulating in the Official Report 
a statement giving such information as is avail- 
able. I am not aware of the proportion of the 
capital of nickel-producing firms that is held by 
British subjects. For the rest I can only refer 
the hon. Member to the reply given to the hon. 
Member for Dumbarton Burghs (Mr. Kirkwood) 
by my right hon. Friend the Lord Privy Seal on 
14th May. 

Mr. Cocks : Is the right hon. Gentleman aware 
that by refusing to take any steps in this direction 
he is playing into the hands of Herr Hitler? 

Mr. Bunciman: I am not aware of that.” 

The statement* (to save your time) is here, giving 
the actual figures, both so far as the volume is con- 
cerned and so far as the value of these exports of 
nickel is concerned. You understand and appreciate 
the important part that this plays in war material 
for Germany. The significance of it is, as I say, that 
even now, while this Commission is sitting, wo are 
embarking upon this tremendous arms race, that we 
have put Hitler into the position he is in, and having 
put him there we use that as tJlie pretext for launch- 
ing upon this tremendous expansion in all forms of 
armaments. 

533. Chairman: Before you pass from that, I was 
going to ask you a question about it. You refer to 
British exports of nickel to Germany? 

Mr. Pollitt: Yes. 

534. Chairman : I understand now you are refer- 
ring really to exports from Canada? 

il/r. Pollitt : Yes, but by firms the capital of 
which is Canadian and British, and exports which 
could not be carried out without permission of the 
National Government. 

Finally, on the whole of that section. Section 
II, where we have tried to make our case that 
this export of armaments allowed by the National 
Government actually foments war, and also is used 
for the suppression of working-class struggles, we 
think it is necessary to put before the Commission 
a further conclusion, and that is the fact that if 
British soldiers are once more called upon to take 

* Official Report, Tuesday, 21st May, 1035, Col. 165. 

Following is the statement: 

Statement showing the total quantity and value of 
crude and scrap nickel (and nickel coin) imported 
into Germany during the periods stated and recorded 
as of Canadian origin. 


— 

100 kg. 

1,000 R.M. 

Year — 



1933 

6,886 

2,131 

1934 

11,037 

•3,441 

January-March — 



1933 

612 

(a)' 

1934 

3,893 

■ 1.312 

1935 

— 

— 


(a) Not available. 

Note. — It is not possible to state the proportions 
imported direct and via Rotterdam, but a considerable 
proportion of the imports is not consigned direct from 
Canada to Germany. 
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part in a ivar, they are going to be slaughtered 
by the armaments and munitions produced by 
British fii'ins. In this connection, Sir, I believe 
that it would, be useful to draw your attention 
to the last meeting of Vickers,, where even a mili- 
tary gentleman protested against the way that 
British armaments were u.sed for the slaughter of 
British soldiers in the Dardanelles campaign. 
Major Marston said ; 

“I do not w'ant to put any questions whicli 
tho Directors might feel it inexpedient to 
answer. On the other hand, like our Chairman, 

I am an ex-soldier, and this is a point which par- 
ticularly affects soldiers. You, Mr. Chairman, 
were concerned in Callipoli. Although of course, 
you did not know it at the time, you must have 
learnt since that our men out there were being 
killed by guns and shells manufactured by the 
company over which you now preside.” 

We want to draw the Commission’s attention to 
the fact that Britain, as the biggest exporter of 
armaments in the world, is exporting armaments 
that quite conceivably will one day he used against 
hundreds of thousands of British workers on the 
same terrible scale as in the war in the Dar- 
danelles. 

In regard to Section III— “ British Government 
Complicity in the Operatjions of the Airniament 
Trusts ” — we make one or two statements for which 
the Commission will quite rightly demand further 
justification. In paragraph 7 we say : “ The dis- 
tinction between the ‘ private ’ armaments trusts 
and tho Government and state apparatus is a for- 
mal one. The trusts are ‘ private ’ in so far as 
the profits of the war-trading lare appropriated 
■by the capitalist class in their individual capacity 
as shareholders. But their operations are con- 
ducted in complete collaboration with the Govern- 
ment and sta-te apparatus, with which they are 
closely interlocked.” 

In proof of that, I draw your attention to the 
speech made by Sir Herbert Lawrence, the chair- 
man of Vickers, at the meeting held on 2nd April, 
'1935, where he said: “Armament finns in this 

country carry on a legitimate business under strict 
control by Government departments ” ; and to the 
meeting of Imperial Chemical Industries on the 
1st May this year, when a shareholder asked if 
it were possible to separate the armament from 
the' other business of the company, to which Sir 
Harry McGowan, tho chairman, replied: “No, 

I am afraid it is impossible. AVe are in the hands 
of the Government.” 

Then in paragraph 8, in Section III, we are draw- 
ing your attention to the close interlocking of 
the armament trusts land the state, as expressed 
more clearly in the character of the personnel, par- 
ticularly of Vickers Armstrong and of the I.C.I. ; 
and in the support of that contention we draw your 
attention to the following directors and their past 
connections with the Government. 

General Sir Herbert Lawrence has been chair- 
man of Vickers, Limited, since 1926. He ■«'as 
formerly the Chief of Staff at the Headquarters 
of the British Government in France from January, 
1918. After a distinguished military career in 
South Africa, in Egjqjt, in France .and in the 
Dardanelles he left the army on the retired pay 
list in 1922. 

Sir Mark AVebster Jenkinson was the Controller of 
the Department of Factory Audit and Costs at the 
Ministry of Munitions, and Chief Liquidator of 
Contracts at the Ministry of Munitions after the 
war. He also is a director of Vickers now. 

Another present director of Vickers, General Sir 
J, F. Noel Birch, after a long military career, was 
Artillery Officer to the Commander-in-Chief in France 
from 1916 to 1919. He was Director of Remounts, 
1920-1921, Director-General of the Territorial Army, 
1921 to 1923, Master-General of the Ordnance and 
Member of the' Army' Council, 192J to 1927. 

Sir J. A. Cooper, a further director of Vickers, was 
the Principal in charge of Raw Materials Finance 


at the War Office from 1917 to 1919, and then be- 
came the Director of Raw Materials Finance at the 
Ministry of Munitions from 1919 to 1921. 

Sir A. G. Hadcock was the Associate Member of 
the Ordnance Committee. Several other directors have 
had previous military experience. 

Now, Sir, we submit to you that it may he all 
very well for public consumption that these gentle- 
men have now ceased all their government activities, 
but I think all of us know sufficient of the way's of 
the world, and personal and social relationships, to 
appreciate the jjoint that these directors are only 
of service to Vickers precisely because of their 
government connections, their government ex- 
perience, and in knowing that their participation in 
the boards of the armament trusts is the very best 
way to get for the iiarticidar firms they are identified 
with any' government contracts of a 'war character 
that, may he going. 

535. Chairman: Would not you include in their ex- 
perience their practical experience? 

Mr. PollHt : I would put far higher than their 
practical experience their iiersonal and political 
connections. Sir, with the government ensuring 
Vickers the rate of profits that it would desire. 

Then I think the Commission ought to have, in 
the same connection, their attention drawn to Major 
General Guy Dawnay. This gentleman is the chair- 
man of Armstrong Whitworth Securities, a company 
very closely allied with Vickers. He also has had big 
government experience; and, Sir, we also take the, 
liberty of pointing out that this gentleman’s brother 
happens to be at the moment in one of the most 
important positions in the British Broadcasting Cor- 
poration. I leave the Commission to draw the con- 
clusion from that that I am sure they will do. 

Now, in furtherance of the same point that we 
are making, take the Imperial Chemical Industries. 
We quite frankly take our stand. Sir, on this posi- 
tion, that whilst this is a combine that can produce 
everything, from the raw material to make silk 
stockings and agricultural fertilisers, its chief im- 
portance, especially because of the new pihase with 
which modern wars are conducted, is that it repre- 
sents the most powerful combination in this country' 
that can give the government the guarantee of the 
necessary supijly of ijoison gas, high explosives, and 
all the new forms with which modern war is being 
conducted, and is being contemplated to be conducted 
in the future. We would hesitate, from our point 
of view, to make any sharp distinction in regard 
to the importance of the I.C.I. as a war industry 
as distinct from the role that is jilayed by Vickers. 

In order to substantiate again the contention that 
we are making in paragraph 8, we draw the atten- 
tion of the Commission to the following : The Mar- 
quess of Reading, one of the most distinguished 
gentlemen in this country, is one of the directors of 
the I.C.I. As you know. Sir, he has been Viceroy' 
of India, he has occupied many important govern- 
ment positions, and only as recently as 1931 was 
the Foreign Secretary' to the first National 
Government. Sir George Christopher Clayton, the 
Conservative M.P. for Widnes, is also a director of 
this company', and Mr. W. H. Coates is a director of 
this company, and ho, too, was in the War Office 
from 1900* to 1904. He was in the Inland Revenue 
Department from 1904 to 1919, and he was the Direc- 
tor of Statistics and Intelligence in the same De- 
partment from 1919 to 1925. But the chief thing 
that we want to draw your attention to in support 
of our contention is the position of Lord Weir, ^yho 
occupied a very important role in this country during 
the last war, who is a director of the I.C.I. at the 
present time, who has had very close government 
connections and who, we learn from this morning’s 
papers, it is coi'itemplated shall be given a further 
important job in connection with the new xihase of 
aerial warfare. 

Now, in connection with paragraph 9 We wish to 
emphasise the way that the licensing system enables 
a government or the private trusts to supply 
munitions of war 'to both sides. I do not think 
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any member of your Commission would doubt the 
fact that this terrible war in Bolivia and Paraguay 
would have been over long before now if this 
country and America had not been impartially dis- 
tribnting their favours to both sides. Similarly, in 
connection with this long-drawn-out war that is 
taking place in China — and, Sir, I am not now 
referring to the war upon tbe Chinese Red Army; 
I am referring to the continual skirmishes and 
battles that take place between the Chinese 
Nationalist Government and the Japanese Govern- 
ment. This country, through its export licensing 
system, undoubtedly is in a position to supply both 
sides. 

But, Sir, there is another conclusion to which we 
wish to draw your attention, and it is this : that 
even the method of the export licensing system does 
not allow the full story to be told of British arma- 
ment firms’ real participation in equipping other 
nations for war. What I mean by that is this, 
that the arms trust’s international ramifications are 
of such a character that what they perhaps could 
not get across from Britain direct, without 
mobilising a certain volume of public opinion against 
it, can be supplied by their subsidiaries in other 
countries, and the real question of the export of 
war munitions is thus lost. Secondly, Sir, it has 
another very important fact so far as we are con- 
cerned, and that is this, that it will be within your 
knowledge that in 1920 London dockers refused to 
transport munitions to Poland for use against 
Russia at that time. The evasions that they can 
get under the present system of export licensing 
could, in certain political contingencies, allow the 
arms trusts to supply nations abroad where their 
subsidiaries are, and avoid the possibility of an 
embargo being put uiDon that export as a result 
of the development of a militant anti-war movement. 
Now in regard to Section IV, which is headed 
“ Complicity of the entire Capitalist Class in the 
Arms Traffic,” we direct your attention to the 
following first stages. The vast armaments trusts, 
with their capital running into many tens of millions 
of pounds, are representative of finance capital as a 
whole, and are closely interlocked with the entire 
capitalist structure. Their shareholding lists run 
through the entire body of the governing class, 
financiers and politicians, lords and ladies, 
generals 

536. Chairman : Do you think you need add to this ? 
I mean, have not you stated in paragraph 10 all 
that there is to be said about this ? 

Mr. Pollitt : I believe that I have one or two 
more facts to bring to your attention. 

537. Chairman-. Very well. 

Mr. Pollitt : And in connection with this section 
we want to make three points and to try to prove 
them. First, that the shareholders from all sections 
of the capitalist class benefit from the armaments 
industry, and not only those directly concerned with 
particular armament firms. Secondly, that all 
capitalist enterprises benefit by war activity and war 
preparation. Thirdly, that allthough apparently 
armaments control is widely scattered, bringing cer- 
tain profits, the real cream goes to the big banks and 
trusts who control policy; and in substantiation of 
this we draw your attention to the following. This 
is an extract— I will not read it all, but we will 
hand it in — from the Sunday Times financial 
page. May 15, 1935. It is headed “ The Outlook ”, 
and it goes on to say: — 

“ But instead of viewing such a prospect with 
dismay ” — this is the increase of the Air Force — 
“ as an unprofitable addition to the national debt, 
the stock exchange prefers to look upon the bright 
side, and the public show a keen appetite for the 
shares of companies likely to receive government 
orders. Illogical though it may seem, this pros- 
pect of heavy expenditure on armaments has given 
a pronounced stimulus to various industries. . . . 
What concerns the investor at the moment is that 
the warlike atmosphere of Europe is providing a 


stimulus in many branches of industry. It may 
even help to explain the re-awakening of interest 
in oil shares, though the excellent results of the 
Royal Dutch Shell group provide the more imme- 
diate reason for the buying.” 

Here is, in our opinion, proof of our argument that 
the whole of capitalistic enterprises benefit when 
there is a stimulus going on for war preparation. 

In regard to our further contention that the entire 
capitalist dlass is involved, we wish to draw your 
attention to the following, particularly in connection 
with paragraph 10 and paragraph II. AVe believe 
that the complicity of the entire capitalist class is 
indicated by the fact that all sections of the capital- 
ist industry, not just the arms firms, benefit from 
war, and that this is confirmed by the nature of 
those who really control the industry. The control, 
though not necessarily the ownership, of the leading 
firms engaged in the production of armaments is 
monopolised in very few hands, and I have put in 
this chart* to the Commission — we have other copies 
available — in which it is clearly shown how that con- 
trol over the whole of the industries rests very 
largely 

538. Chairman- I think we have a copy of this, or 
•substantially the same as this, already? 

Mr. Pollitt : Well, there you see. Sir, how the 
actuall control is in reality in the hands of one or 
two dominant groups, and very quickly I would like 
in this connection to indicate one or two actual 
facts. For example, Armstrong AVhitworth Securities 
Limited, we affirm, is controlled by the Bank of 
England. We could give further details if that was 
necessary. Similarly with Vickers Armstrong, ex- 
tremely important financial interests are found in 
and about Vickers Armstrong. In addition to the 
large shareholdings of Vickers, Limited and Arm- 
strong Whitworth Securities are found A. W. Con- 
solidated Stock Trust, Limited, with 1,000,000 “ B ” 
Preference Shares of £1 each. This concern is con- 
troilled by the banking firm of Baring Brothers. On 
April 5th, 1934 — this is the last available file at 
Somerset House — the banking house of Glyn Mills 
owned, either in its own right or as a proxy for 
Vickers Limited, its clients, 2,000,000 “ A ” Pre- 
ference, 1,600,000 “ B ” Pi-eference and 5,000,000 
Ordinary shares of £1. 

In this connection, we would like to direct the atten- 
tion of the Commission to wdiat we consider a real ex- 
ample of speculation on the profits that a war will 
bring. It is the transaction carried out by the Sun In- 
surance Company in connection with Vickers Arm- 
strong. We say that the Sun Insurance Company is 
closely interested financially in this concern. At its 
formation, late in 1927, Vickers Armstrong took out 
an insurance ijolicy with the Sun Insurance Comijany 
by which, if profits in any year during the five years 
ending December 31st, 1932. did not amount to 
£900,000, a contribution from the Sun Insurance 
Company would bo made not exceeding £200,000. 
Since profits in the years 1928 to 1932 never got 
anywhere near £900,000, the Sun Insurance Company 
handed over £1,000,000 during the five years. The 
terms for the repayment of this are rather remarkable. 
'Fhe Sun Insurance Company has at first to be repaid 
by the appropriation of 40 per cent, of profits in ex- 
cess of £900,000. Second, the sum repaid is limited to 
the original capital sum lent, plus 6 per cent. Third, 
if the necessary profits are not made by 1947, the 
policy lapses, and the Sun Insurance Company loses 
its £1,000,000. And we do not believe. Sir, that 
there is any insurance company in the world that 
puts up £1,000,000 in the hope that it is going to 
lose it. We believe that the interests of the banking 
firms with the armaments firms, and the political 
ramifications which follow it, made the directors of 
the Sun Insurance Company feel absolutely certain 
that by 1947 they would more than have got back 
what they had inve.sted. 
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Similarly, in regard to the firm of Cammell Laird. 
This firm is controlled by the Law Debenture Cor- 
poration, which, as trustee of the first and third 
mortgage debenture stock, holds one majority share 
in the company, and can outvote all the other 
3,829,717 5s. ordinary shares; so that. Sir, if any 
pacifists or clergjunen get their consciences aroused 
and they go to this meeting to demand a change of 
policy, the Law Debenture Corporation has this one 
vote which puts the whole of these little 5s. shares 
immediately into the background. We believe that 
this, too, is an aspect which tlie Commission ought 
to consider. 

Similarly with the firm of Beardmore. This com- 
pany is likewise controlled by the Law Debenture 
Corporation. There is a committee of three, nomina- 
ted by it, which holds ten majority ordinary shares, 
which confer the right to outvote 1,014,790 shares 
held by Lord Invernairn and 1,500,000 shares held 
by his wife. This control remains until the first 
mortgage and “ A ” income debenture stocks are 
paid off. Now, who are behind this ownership of the 
majority ordinary shares? Basil G. Catterns and 
another, who are closely allied .with the Bank of 
England, Lloyds Bank, the Glasgow Office of the 
Royal Bank of Scotland 

539. Chairman: Are not you over-elaborating this? 

Mr. Pollitt : I have finished. I have only one 

more. 

540. Chairman: I am glad to hear it. Very well; 
finish. 

Mr. Pollitt : And the National Bank of Scotland. 

Now, in relation to the assertion that we make in 
the memorandum regarding the connection which 
exists between the front bench politicians, the upper 
ranges of the bureaucracy, of the judiciary, of the 
fighting .services, and the trust, we noted that the 
shares of Sir John Gilmour were brought out at 
yesterday’s sitting, but we believe also that it is 
worth recording that Mr. Neville Chamberlain, the 
Chancellor of the Excheciuer, holds 833 preference 
shares and 5,414 ordinary shares in the I.C.I., that, 
as typical of the aristocracy. Prince Artliur of 
Connaught has 3,000 5 per cent, preference shares 
in Vickers; that the Earl of 

541. Chairman : You know, this is really wearisome, 
because you have made your point, have you not? 

Mr. Pollitt: But, Sir, we have made it in a 
more generalised form there. This is particularising. 
Tho Earl of Dysart has 40,000 ordinary shares in 
Vickers. Representing the Church, the Bishop of 
St. Andrew’s has 2,100 ordinary and preference shares 
in Imperial Chemical Industries. Barrow Cadbury, a 
leading Quaker — it shows you how far it goes — also 
owns 30,875 preference shares in I.C.I. 

542. Chairman: Really, I think I must intervene. 
I think you are going further than is really necessary 
to support your contention. Perhaps j'ou will take 
a hint. 

Mr. Pollitt : If I may conclude on it, I think 
that in this connection the position of the Recorder 
of Bristol, and Sir John Eldon Bankes, who holds 
1,000 preference and 765 ordinary and 170 deferred 
sliares in Imperial Chemical Industries, is worth 
noting. I will not go into it, because it is all here, 
but we can prove on the basis of the documents how 
the fighting services and how the upper bureaucracy 
are intimately associated with money invested in 
firms either directly or closely allied to the production 
of war. 

This table*. Sir — I do not know whether the Com- 
mission has seen it — puts in a striking form the rise 
of profits that has taken place between Christmas, 
1934 — I hoire there is no significance about the date 
— and May 17, 1935. We have put copies of that 
chart in in order to show how the whole of the 
capitalist class in general is benefiting from this. 

Then just one or two short quotations to show how 
the armament firms are interested in defeating any- 
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thing that tends to the limitation or the reduction 
of armaments. If we go back for a number of years, 
which I do not propose to do, we notice that appre- 
hension increases, as the movement for peace tends 
to get stronger. For example. Sir Herbert Lawrence, 
the chairman of V ickers, said at the 1927 meeting : 
“It is no good disguising the fact that we are an 
armament firm depending on armament orders. If 
there is to be a further limitation of armaments the 
future of the armament business of Vickers, like 
that of every other armament firm in the country, 
may become difficult.” In 1928 he was stressing the 
point; “Our interests through Vickers Armstrong 
are mainly in connection with armaments,” and then 
.went on: “ The proposals for naval disarmament, if 
successful, will naturally have an adverse effect on 
the trading results of Vickers Armstrong, should any 
material reduction result.” 

543. Chairman: Yes; but is not that quite obvious? 
Is it necessary to call attention to the fact that if 
the demand for a particular thing that a firm makes 
decreases, the profits wiU decrease? 

Mr. Pollitt : I respectfully submit to you. Sir, 
that as a result of what was brought out at the 
American Inquiry, where it was established that the 
armament firms had emissaries at Geneva actively 
campaigning against 

544. Chairman : That is another point altogether. 

Mr. Pollitt : It may be another point in that 

respect, but it may also be true that our armament 
firms do the same thing. 

545. Chairpian: Very well. 

Mr. Pollitt : Then in connection with the re- 
lationships which exist between the trusts and the 
defence services — Sir Herbert Lawrence is speaking 
in 1934 ; “ Our relations with the three defence 

services continue to be satisfactory, and, thougih as 
an armament firm we are the subject of opprobrium 
in certain quarters, we claim that so long as our 
products are necessary for the defence of the 
Empire we are rendering a national service.” 
Sir Robert Hadfield, the chairman of Hadfields, 
Limited, in 1928 said : “In this changing 

world it is highly desirable not to relax our 
efforts. Notwithstanding all the talks about League 
of Nations and peace propaganda, which are all 
very rvell in their way, we should bear in mind 
the old adage: Keep your powder dry.” At this 
same meeting Sir Robert Hadfield congratulated 
Mr. Bridgeman, who at that time I believe was 
connected with the Admiralty, on the stand that 
he had taken in this connection. One final quota- 
tion from Sir Robert Hadfield is the one in 1933, 
where he told the shareholders : “ It is to be hoped 
that before long there will be better things in 
store for us.” He openly paid a tribute to the 
friendly relations between himself and the newly- 
appointed First Sea Lord, Sir Ernie Ohatfield, 
K.C.B., K.C.M.G. This is what Sir Robert Had- 
field said: “I now come to the speech recently 

delivered by the new and very able First Sea 
Lord. The associations of myself and Major Clark 
with Admiral Chatfield for a considerable period 
of time have been unusually cordial, and he has on 
many occasions smoothed down obstacles jin our 
path. Our country is indeed fortunate in having 
so able a chief .at the head of our senior Service, 
which forms the backbone of our Empire defence, 
the British Navy.” I think that those few facts 
are ample confirmation of the conclusions that wc 
have tried to draw. 

May I, however,- take the liberty. Sir, of direct- 
ing your attention to the second iraragraph of 
paragraph 11, where we make a certain reference 
to the Times? We believe that this ought tc 
be brought out here in view of the role that the 
Times plays in the national life of this coun- 
try. You will remember. Sir, that it was raised 
.at the Vickers meeting in 1934, when one of the 
shareholders asked a question about this. He said : 
“ Mr. Chairman, we have been greatly interested 
in your assurance that Messrs. Vickers have never 
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had any part in the influencing of newspapers, 
but I should like to ask whether you are aware 
that several years after the war Mr. Bryce, a 
nephew of Lord Bryce, was simultaneously the 
Times correspondent in Belgrade and business 
agent for Messrs. Vickers. He failed to get enough 
order for Vickers, and his appointment lapsed, and 
then his appointment with the Times lapsed." 
And I have two or three other quotations to show 
you where, on various occasions, men who have been 
sales merchants for armament trusts, that appoint- 
ment has coincided with the appointment that they 
have held for the Times. Therefore, Sir, we 
draw your attention to what we say here — ^the 
significance of this great newspaper not printing 
the same reports of Vickers’ annual meeting on 
important questions that subsequently appear in 
other sections of the Press. 

On the section which deals with the responsibility 
of the present. National Government for blocking 
adequate inquiry into the arms traffic, I do not 
want to say very much 

546. Chairman: I think j’ou had better not; but 

are you really suggesting paragraph 15 as a matter 
which we ought seriously to consider : “ We con- 

sider that the Commission in its report shouUl 
express the sharpest protest against this restriction 
of its scope and powers.” Do you think it rests 
with a Royal Commission to complain of the terms 
after they have accepted tlie appointment? 

Mr. Pollitt : I consider. Sir, that in this grave 
eve-of-war situation, anything that you can do, 
despite all the attempts of the Government to 
limit the scope of this Commission, should be done 
by you in the interests of humanity as a whole; 
and we put it forward most seriously and earnestly. 

547. Chairman: Very well. 

Mr. Pollitt : In regard to this question, I only 
want to substantiate the fourth paragraph in para- 
graph 13, where we say: “ The National Government 
has sought to block by every means in its power the 
investigation of the American Arms Inquiry, and 
has exerted direct diplomatic pressure to prevent 
important documents being brought before the 
inquiry.” 

I only want to put the following two points. In 
the House of Commons, on 11th February this year, 
Mr. Dohbie asked the Secretary of State for Foreign 
Affairs whether any official protests had been made 
to the United States Government concerning any of 
the evidence given at the United States Senate Arms 
Inquiry; if so, when were such protests made; and 
what was their nature. Sir John Simon replied : 

“ I presume that the hon. Member in referring to 
official protests is inquiring whether any such pro- 
tests have been made by His Majesty’s Government. 
On this assumption the answer is : No. The only ex- 
ception was with reference to a ridiculous story, to 
which I referred in an earlier debate, which brought 
in the name of His Majesty the King.” And now. 
Sir, I ask you to listen to this extract from the 
Financial Times of 30th April of this year, which 
shows a direct contradiction between the statement 
in the House and the statement made in such an 
important newspaper as the Financial Times. 

548. Chairman: But, really, you cannot ask us to 
accept statements in all the newspapers as statements 
of actual fact, can you? You do not agree with 
the statements in a great many newspapers, do you ? 

Mr. Pollitt : I do my best. Sir, to counteract 
their effect as often as possible; but when it suits 
our purpose, and I think here .to-day, wo have to 
recognise the appropriateness of this particular 
quotation from the Financial Times. It is headed : 

“ The United States Arms Inquiry. Committee to 
avoid comidications ” : 

“ The representations made by the British Am- 
bassador against the submission to the Senate 
Munitions Committee of confidential corre.spond- 
ence between American banking concerns and the 
British Government has here had effect. Senator 
Nye, the Chairman of the Committee, announced 


to-day that his Committee had agreed, after a 
conference at the White House with President 
Roosevelt and Mr. Hull, Secretary of State, to 
avoid any action likely to raise complications with 
foreign governments in connection with the in- 
vestigations into the war-time files of J. P. Morgan 
& Company. It is understood that the investiga- 
tors were summoned to the White House as a 
result of the informal representations made by the 
British Ambassador yesterday.” 

We are putting that in as substantiation, from a 
hostile source, of the allegation contained in our 
memorandum. 

On the section that deals with the ” Ineffectiveness 
of current reform proposals for a state monopoly of 
the armaments industry as a solution,” we only 
wish to emphasise that in our conclusions we are 
coming forward with certain proposals which we 
believe are practicable, and could be operated, if 
there were a genuine desire to abolish the worst 
features of the armament trade. It is not necessary, 
therefore, to go into this section on the ineffective- 
ness of the current reform proposals; and I will 
come straight to our conclusions. 

What has been the aim. Sir, of our memorandum? 
We have tried to show, from the point of view of the 
Communist Party — and we do not necessarily expect 
the Commission to agree with that point of view — 
that war is inseparable from capitalism; but also 
another important thing, and that is that war is not 
only terrible, but is a terribly profitable thing, and 
that we do not believe that the problems which are 
associated with the armaments industry can be 
abolished until the present system is abolished; but 
that is outside your terms of reference, and there- 
fore we make certain proposals that have for their 
objective the exercising of a more effective control 
over the armaments traffic, and at the same time 
would help the working class fight against everything 
associated with the cause of war. 

M hat is it that we propose ? We propose the pro- 
hibition of private manufacture and sale of arma- 
ments and munitions, and we do not do it on the 
ground that this will be a less evil to the working 
masses, but that by the prohibition of .private manu- 
facture the whole of the trade could be concentrated, 
the whole of the fight against war could be concen- 
trated against the government, which would then 
bo fully responsible for whatever productivity was 
taking place in armaments industries. In that con- 
nection, we give very great importance to our pro- 
posal for full publicity of all state construction of 
armaments and munitions. 

No doubt. Sir, you would read Mr. Baldwin’s 
speech in the House last night, where he said: “ H 
only we knew what was going on behind the scenes !” 
We are in hearty endorsement of that, and especially 
if we only knew what went on behind the armament 
scenes. If every contract had to be tabulated, if 
we knew exactly what it was for, then the whole 
of the people who are against war would be in a 
more effective P'osition to fight it. W^e are proposing 
the complete abolition of the export licensing system, 
and a complete ban on the export of all armament.s 
and munitions. 

Finally, we are proposing heavy penalties for any 
default on the above ijrovisions, and the establish- 
ment of elected workers’ control committees in the 
armament factories, and a central workers’ control 
commission, elected from the working class organisa- 
tions, with full powers of insipection and calling for 
documents, to check execution of these provisions 
and issue periodical reports. We believe. Sir, that 
this trade is so terrible that there are no penalties 
that are too drastic ; and for our part we would 
welcome a recommendation on the part of the Com- 
mission that those who violated the provisions that 
were finally agreed upon — that there should be no 
penalty that was too drastic to impose upon that 
violation. 

Now, Sir, I should like to draw your attention — 
it is a rough analogy, but we find it, I believe, to 
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give an important clue to how this proposal practi- 
cally could he operated. In the minefields of this 
country there is a custom for men in a pit to have 
the right to elect what is called a ipit inspector. This 
system functions better in Fifeshire than in any 
other ipart of the British coalfield. The men elect 
this pit inspector. He then has the task of examin- 
ing a particular group of mines, going into the 
whole question of their safety and making recom- 
mendations to the management, which must be car- 
ried out. After each inspection he must report to 
the miners in that pit, on whaA he has found, and 
what he has proposed. Now, it is only rough, but it 
is some such principle that we believe, if it was 
applied to the armaments industry under working- 
class control— and I make it clear that the control 
we have in mind is not a control exercised by the 
trade union leaders associated with the Trade Union 
Congress, that these workers’ control representatives 
are elected persons actually working in the factories 
and elected by their mates in the factories, and their 
election subsequently endorsed by the trade union 
branches to which they belong, and these committees 
would naturally have to have the fullest facility for 
going into the source of every order, for finding out 
where the order was for, full examination into the 
books in order that there would be no opportunity 
of pulling wool over the eyes of this Commission. 

These, Sir, in brief, are the .points of view of the 
Communist Party, the proiposals that we have to 
make, and we are sure that they will receive the 
very serious consideration of this Commission. 

I should explain finally that there are just one 
or two corrections that have to be made in some >if 
the figures in our memorandum, but they do not 
alter our political argument, and we can hand in 
those corrections to the Secretary of the Commission 
at a later stage. 

549. Chairman: There aro only one or two ques- 

tions I want to a.sk you, to be quite svire that 
I understand what it is you are putting for- 
ward. I have no questions at all to ask about 
your suggestions about the prohibition of private 
manufacture and sale of armaments and munitions; 
they appear quite plain j but is this a correct sum- 
mary of the substance of your argument? May. I 
put .it to you? First of all, under head VII, 
paragraph 20, just the last few lines of that para- 
graph, you say ; “ The evils of the armaments 

traffic can only be overcome by the overthrow of 
capitalism and the establishment of the world 
socialist society, in which armaments will no longer 
be necessary and production will be organised for 
• use, not profit.” That is your view of the only 
possible real cure, is it? 


Mr. Pollitt : Absolutely. 

550. Chairman: Well, at any rate, I suppose you 
would agree with me that it is not a cure that is 
likely to be immediately effective? 

Mr. Pollitt : The more’s the pity ! 

551. Chairman: In paragraph 17, under head VI, I 
want to be quite sure that I understand this. At 
about the last eight lines you say : “ Finally, if the 
State Armaments Monopoly were to take over the 
business of the export of armaments, this would 
enormously increase the power of pressure on 
foreign governments. Thus the establishment 
of a State Armaments Monopoly would not neces- 
sarily in itself mean any step forward to removing, 
the existing evils of the arms traffic, but might 
mean an intensification of those evils.” Now, is 
it correct to say that in your view, so long as the 
capitalist system continues, nationalising manufac- 
ture and trade in arms is not likely to improve, 
but on the contrary is likely rather to aggravate 
existing evils? 

Mr. Pollitt : No, our view is put in the memo- 
randum that the traffic as a whole is wrong, that 
the state control is a lesser evil provided that it 
is accompanied by the prohibition of any exports 
of armaments and by workers’ control commissions 
as compared to the armaments industry being 
vested in private ownership like Vickers. 

552. Chairman: Very well. Now that explains 
that. Then under head III, in the last paragraph 
under the heading you say; “Thus direct respon- 
sibility for every operation of the nominally ‘ pri- 
vate ’ British arms traffic rests with the British 
Government.” In your opinion, is it the fact 
that really the responsibility for what is going on 
now, in reference to the manufacture and export 
of arms in this country, rests with the Government 
rather than with the private firms? 

Mr. Pollitt : Rests with the Government, which 
alone has the power to give the export licences ; and 
the armament manufacturers, in their various 
speeches, make reference to that fact. 

563. Chairman : Very well. I think that is all I 
have to ask you. Does anybody wish to ask any 
question ? 

554. Dame Pachel Crowdy: I have listened with 

great interest to Mr. Pollitt’s memorandum, and the 
way in which he has presented his case. I do not 
think I have any questions to ask, because I am 
still very much sunk in the memorandum itself, which 
I hope to read again carefully in the light of what 
Mr. Pollitt has said to-day. 

5-55. Chairman: Are there any further questions? 
Thank you, Mr. Pollitt. 


(The Witness withdrew.) 


Mr Nbil Barcuay Hunter, representing the British IMovement against War and lascism, 

called and examined. 


556. Chairman : Mr. Hunter, will you tell me what 
your position is in reference to this organisation? 

Mr. Hunter: I am the honorary secretary. 

567. Chairman: And have you prepared this state- 
ment* yourself ? 

Mr. Hunter: In conjunction with the executive 
committee of the organisation. ^ 

658. Chairman: And I ask you the same question 
as I asked the last witness ; Has it been considered 
by any representative committee, or is it merely 
the views of those who prepared it, and who con- 
sider that it represents the views of the organisa- 
tion ? 

Mr. Hwnter: We have circulated it to all 
our branches and affiliated organisations, which num- 
ber well over 200, and asked them for comments 
and so forth. Time has been short, but we have 
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not received any expressions of dissociation from 
the views set forward there, and we have confidence 
that, on the whole, they represent the views which 
the organisation as a whole — it is a very loose one 
would like to put before the Commission. 

559. Chairman: Would you like to read it? 

Mr. Hunter: As the Commission already have 
it, perhaps, if the Commission’s time is short, there 
is no necessity for me to read it again, particularly 
as a great deal of it has already been covered by 
submissions of other organisations in the past, such 
as Mr. Arnold-Forster’s statement yesterday, which, 
of course, went into much more detail in trying to 
substantiate some of the points on which we base 
our case; but in connection with the first point 
that we make, that there is at the present moment 
such a great loss of life going on in the world, wo 
feel that the body of opinion that we represent 
regards this as perhaps one of the most vital factors 
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to be taken into consideration, tbat thei’e is so 
much slaughter actually going on at the present 
moment. In connection ivith that, if I may just read 
a few lines from an article which appeared in the 
Times on the 21st May, only a day or two ago, 
I thing it might be helpful to the Commission in 
realising what the position is to-day. It says ; 

“ The Bolivian Indian cannot be expected to 
have his country’s cause at heart, and he is no 
match for the Paraguayan soldier in courage and 
endurance. The Bolivian army has undergone 
great sufferings. It has generally numbered about 
80,000 men, but it is a constantly changing 80,000. 
Some 50,000 have died since the beginning of the 
war, and over 20,000 Bolivians are now prisoners 
in Asuncion. The reasons for these enormous 
losses, which are proportionately more severe than 
any encountered by armies in the Great War, are 
not due to any new inventions or improvements 
in mechanised or chemical warfare, for the Chaco 
war is essentially a war of infantry, acting in 
most cases without support from tanks, artillery, 
or aircraft. But disease claims at least as many 
victims as enemy bullets, while a sinister insight 
into the nature of the war is the small number of 
wounded compared with killed. Medical arrange- 
ments are primitive, transport is difiBcult, and 
wounded are easily lost in the thick forests.” 

Well, Sir, much evidence has already been pro- 
duced to the Commission indicating that the British 
armament firms are very much concerned in this war, 
and we feel that we should also especially emphasise 
the fact of the terrible nature of the war that is 
going on there, and, of course, other wars in other 
parts of the world at the present time. 

But I was going to ask. Sir, if you would consent 
to my explaining verj’ briefly why it is that in con- 
trast to the National Peace Council and other 
organisations which have recommended control rather 
than prohibition, we feel that the circumstances of 
the case now suggest, first of all, that prohibition 
of the private manufacture of and trade in arms is 
necessary, and, secondly, that there is no inherent 
difiBculty in bringing it about. May I elaborate that 
point, as being the one to which we attach special 
importance ? 

560. Chairman: Yes. 

Mr. Hunter : Well, Sir, our movement came 
into existence as a result of the events in 1931 and 
1932 in the Far East, the invasion of Manchuria by 
Japan and the attack on Shanghai in the next 
spring, when it was felt that the evidence was un- 
mistakable that the world was entering into a new 
period in history, when the question of peace and 
war was a matter of very great urgency. We lelt 
that we were very much concerned to see to it that 
we have full liberty, in this country, to put forward 
our view that, if war cannot be prevented, then 
sooner or later this country, like other countries, 
is threatened with what really amounts to a form 
of race suicide. 

This view that war is a form of race suicide is, 
of course, as we know, in this country very generally 
accepted — still not universally accepted, perhaps, 
but very generally accepted. But we are very 
well aware that that is not so in other 
countries, and that what I might call the 
opposing view, which was perhaps expressed 
most succinctly by Signor Mussolini in a short 
phrase, that “ perpetual peace negatives the funda- 
mental virtues of mankind, which are revealed only 
on the bloodstained battlefield in the full light of the 
sun ” — that opposed point of view is, in many parts 
of Europe at present, one which cannot be contro- 
verted ; there is no legal possibility of controverting 
it. We think the Commission should, if they can, 
consider the position that we now have in Germany, 
another country which has had to deal with the 
question of the existence of a large private trade 
in armaments such as wo have in this country, where 
to-day wo have the position that such a point of 


view as I am expressing to the Commission now and 
represent, is not allowed to be put forward at all. 

We find that that position coincides with the exist- 
ence of a form of government in which you have a 
supreme economic council, I believe composed of nine 
members, of whom one represents the great potash 
industry. The exact connection of the potash in- 
dustry with war production I am not absolutely clear 
on, but I am told that it is a fairly considerable 
one. But more important, perhaps, another member 
of the supremo economic council. Dr. Karl Bosch, 
is a director of the German Dye Trust, and we would 
like to draw the Commission’s attention to the fact 
that this, in a sense, is the iiarallel organisation in 
Germany to Imperial Chemical Industries, to which 
so many references have been made before the Com- 
mission ; and, further, that a third member of this 
small junta which controls the complete economic 
life of the country, and therefore, we may assume, 
to a very large extent the political life too, is the 
head of the great .armaments firm of Krupp — Herr 
Krupp von Bolden. 

Therefore, we feel that if it is the case that in 
this country there are already very powerful arma- 
ments interests, and if it is the case that the arma- 
ment industry is growing, that more of the total 
business transacted in the country is going the way 
of the armament firms — and I hope the Commission 
will not require any further evidence that that is 
the fact after what has already been saifl-then we 
feel it must be concerned to see whether, in this 
country, unless something can be done to check the 
economic and political influence which can be exer- 
cised by armament firms, we may not eventually find 
ourselves in the same position that the German 
people find themselves to-day. 

Now, why we feel that the control of armaments 
may not be sufficient to preclude this happening is, 
once again, because we h.ave seen what has happened 
in Germany, where, since the war, there was, oiving 
to the Versailles Treaty, the most complete and 
absolute control of the private manufacture of arma- 
ments that, I suppose, it would be possible to 
conceive; and yet we are faced by the fact that, 
after a number of years of such control, you still 
have the position where, in the end, it is not the 
public who control the armament firms but the arma- 
ment firms which, as we would like to submit, are 
now controlling the public. We therefore feel that 
the Commission — if it is satisfied that the armament 
firms in this country are already, to-day, in a posi- 
tion where they are able to exercise very considerable 
influence on the cour.se of public affairs, and can be 
expected, , owing to the present course of inter- 
national affairs, to increase that influence, because 
the foundations of the influence of their increased 
business would give them still more power — would like 
to go very thoroughly into the question a’hether it 
is not possible, if public opinion really realises the 
facts, to recommend that Parliament should pass an 
Act of Parliament completely prohibiting the private 
manufacture of and trade in arms. 

We realise, of course, th.at this is no simple matter, 
and that it is quite conceivable that a single Act of 
Parliament would not at one fell sivoop shut up every 
possible loophole of any British n.ational engaging in 
the armaments traflSc, but we feel that that is not 
in itself a final answer to our case, because when 
it has been a question of prohibiting other undesir- 
able forms of traffic in the past the same considera- 
tions have applied. There was the case of the 
abolition, in which ive are ala'ays glad to think this 
country took, if not the initiative, a very early 
initiative, of the trade in slaves. We know that 
that was not complete, that still to-day in many 
parts of the British Empire slavery still continues, 
but nevertheless we feel that the first Act of Parlia- 
ment that was passed at the end of the 18th century 
did strike an enormous blow at what had then come 
to be regarded as an infamous traffic ; and we feel, 
therefore, that it would not bo beyond the capacity 
of the Commission to make a recommendation as to 
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the possible character of legislation which would very 
considerably curb the power of ai’inament firms in 
this country to increase the degree to which they 
influence public opinion in this country in the direc- 
tion of increasing the production and sale of the 
weapons of destruction. 

I think, Sir, that that is the principal point we 
would like to bring forward, because we do feel that 
previous witnesses have already very fully gone into 
the available facts on which the arguments we 
bring forward have been raised. 

661. Chairman: Then I only want to ask you one 
question, and that is this. You eventually declare 
under head E in your summary that your ogmnisa- 
tion declare themselves in favour of prohibition by 
law of the private manufacture of and trade in arms. 

Now the only question I want to ask you is this — 
whether, before arriving at that decision, you have 
considered what the effect of prohibition of private 
manufacture might be if governments themselves 
became traders in arms — whether the dangers and 
difficulties and objections to governments trading in 
arms would not be even greater than the similar 
dangers and difficulties and objections of private 
traders trading in arms. That case was put before 
us yesterday. 

Mr. Hunter: Yes. I think that we would 
have a fairly clear answer to that line of argument 
were it put forward. 

562. Chairman : I only asked you whether your 

organisation had considered it? 

Mr. Hunter: Yes, I think I can say that 
we have. What we would submit in that connection 
is that if public opinion in this country is sufficiently 
strong to insist, in its own interests, that private 
trade in armaments manufacture should cease, it is 
hardly likely that the same public opinion would 
consent to allow its Government — and, after all, this 
is a democratic country 

563. Chairman: Oh, but I am not speaking of our 
Government merely; I am speaking of universal ^o- 
hibition, not a mere prohibition in our country. Oh, 
no I was not thinking of that; I do not think any- 
body was thinking of that ; they were thinking, 
assuming that prohibition was practically universally 
accepted, then the alternative w'ould be that there 
w-ould be only governments left to supply armaments, 
and it is not a question of what our government 
w-ould do, but of what other governments might do? 

Mr Hunter: Yes. There, of course, we have 
no answer to that. If the people of another country 
are unable to persuade their government to prohibit 
private manufacture, naturally we have no guarantee 
whatever that they w-ould be able to prohibit their 
n-ovemment from public manufacture and trade. We 
would not contend that, but we feel that as regards 
this country there is a case for the prohibition by 
law of the arms traffic, irrespective of what is 
happening in other countries, and I think m our 
original memorandum— perhaps it is not in this one 
that you now have before you, but in the original 
one that we submitted to the Commission— we did 
make the point that our recommendation was for 
unilateral action on the part of this country m this 
connection, irrespective of what happened in other 
countries. We had in mind, of course, the position 
in Germany at the present time, w-here, as I pointed 

(The Wiiness 


out, the armaments manufacturers are in a very 
much more privileged and powerful position than 
they are in this country, and we feel that if any 
action taken by this country were to be contingent 
on action being taken in all other countries, or at 
any rate in the principal trade rivals of this country, 
then it would probably be a question that would be 
postponed sine die. 

664. Chairman: Yes; but that prompts me to ask 
another question, and that is this. One quite under- 
stands the argument in favour of acting unilaterally 
from the moral point of view ; one quite follows that ; 
but from a peace point of view do you think that 
it would have any effect, any one single country 
adopting the attitude you propose? That point was 
put before us yesterday, too. 

Mr. Hunter: Yes, I think it does have a very 
big effect, because all new modes of thought have 
to start somewhere, and I would go back to the 
analogy of the slave trade, where Denmark, I believe, 
was the first country to prohibit the slave tra,de, and 
Britain came in very early; but this prohibition by 
these countries did not lead to all the business being 
snaffled up by their trade rivals, but actually and 
historically to the final abolition of the traffic. 

5G5. Professor Gutteridge: But was not that due to 
the work of the British Navy? It was the British 
Navv that stopped it, you know. I think you must 
give" the British Navy credit for that. If the British 
Navy had not been supreme at that time the slave 
trade would have gone on. 

Mr. Hunter: Well, Sir, that perhaps would not 
invalidate my argument. 

566. Professor Gutteridge: No, no; but still - 

Mr. Hunter : I do not know whether that is so 
or not. 

667. Dame Eachel Growdy: Mr. Hunter, I am, spe- 
cially interested in paragraph E in your memoran- 
dum, the re-armament of Germany. Your document 
is headed “ Statement of evidence to be tendered by 
the British Movement against War and Fascism,” 
and in your first paragraph of E you say ; “ There 
are indications that British firms have taken a con- 
siderable part in this re-armament, though not neces- 
sarily in contravention of the strict letter of the 
Treaty.” Of course, that is very important. Can 
v-ou give us any more indications than those you have 
given us in your memorandum, excluding the air 
service which we understand is under a different 
system’ of control? Can you tell us anything more 
than what you put here — I mean, for example, of 
exports of arms, export of machine guns, export of 
anything of the kind from British firms? 

Mr. Hunter : No, we have no rea^n to suppose 
that there is an export to Germany in this period 
of any article that clearly can only have a war use, 
other "than this appearance — which we submit is still 
somewhat unexplained — of an advertisement of the 
tank in Germany; but we had rather in mind— 
because we say “ not necessarily in contravention of 
the strict letter ’’—the sort of transactions which the 
previous witness drew attention to, large transactions 
in nickel and the various other raw materials. 

568. Dame Eachel Crovody: I see. Then you cannot 
help us any further in that? 

Mr. Hunter : I am afraid not. 

569. Chairman : Thank you. We are obliged to you. 

withdreio.) 


I think tliat finishes the evidence for 


Chairman 

to-day. . ,, 1.1 j 

There will be no more evidence called to-day, and 
we shall not sit to-morrow, because there is no 
evidence available for us to deal with; but I should 
like to make a short statement before we rise with 
reference to the procedure we have followed hitherta, 
and it is this. We have now concluded the hearing 
of several of the organisations which up to the 
present have applied to be heard. The course of 
procedur© adopted has been that on receipt of the 
application to be heard the organisation has been 
informed that a full statement of what they wish 


to submit to the Commission must be supplied. We 
have allowed these statements to be read in full at 
our sittings in public, not because .we considered 
all the statements contained in them to he relevant 
to our inquiry, but because we considered it prefer- 
able to allow the organisations to express their views 
in their own way, rather than to attempt to edit 
the statements or to shut out anything contained in 
them. Whether we shall continue that procedure in 
the future depends upon circumstances, but I desire 
to offer this explanation of the procedure as far as 
we have gone. 
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APPENDIX I. 


MEMORANDUM SUBMITTED ON BEHALF OF THE COMMUNIST PARTY OF 

GREAT BRITAIN 


1 . Ve wish to submit evidence to substiuitiate the 
following points : — 

(I) The role of the United Kingdom as the 
largest world exporter of armaments, and there- 
fore as the main pillar of the world arms traffic, 
the evils of which have been universally 
condemned. 

(II) The role of this export of armaments in 
fomenting war all over the world and assisting 
the oppression of colonial peoples and working 
masses. 

(III) The direct responsibility of the Govern- 
inent for the operations of the arms traffic and 
its close inter-connection with the private arma- 
ments trusts. 

(IV) The complicity of the entire capitalist 
class in this system of fomenting armaments 
and war and in drawing profits therefrom. 

(V) The responsibility of the present National 
Government in shielding the armaments firms, 
blocking adequate inquiry and limiting the terms 
of reference and powers of this Commission. 

(VI) The inefiiciency of the proposals for re- 
form put forward, which seek to strengthen the 
state control of the production and export of 
armaments, while leaving the export of arma- 
ments untouched. 

(VII) Immediate proposals. 


I.— THE ROLE OF THE UNITED KI^fGDOM AS 
THE MAIN WORLD EXPORTER OF ARMA- 
MENTS. 

2. The United Kingdom is the main centre of the 
world’s armaments trade. One-third of the world’s 
armaments exports is estimated to come from the 
United Kingdom. 'The League of Nations Statistical 
Y'earbook of the Trade in Arms and Munitions, 1934, 
calculates the following percentages of the world 
total of armaments exports from the main exporting 
countries : — 


Pehcbntage 


Great Britain 

U.S.A 

France 

Sweden 

Czecho-Slovakia 


OK World Exports op Arms. 


1928 

33-7 

18-1 

14-7 

4-6 

3-6 


1929 

33-6 

16-6 

14-5 

4-6 

4-9 


1930 

30-5 

11-6 

12-8 

7-6 

9-4 


1931 

37-8 

11-0 

7-7 

10- 5 

11 - 1 


1932 

29-9 

8-7 

27-7 

11-0 

4-2 


.Against a considerable fluctuation of the other 
countries British predominance remains constant; at 
an average of one-third of the total. The heaviest 
responsibility for the evils of the world arms traffic 
thus rests with Britain. 


We do not propose to dwell on the processes of 
corruption of foreign government officials, — 

“ The majority of foreign government officials 
are so badly paid that it would be impossible for 
them to live on their salaries; it is an under- 
stood thing that they should receive tips.” 

(Captain J. H. Ball, Managing Director of 
the Soley Aimaments Company, interview to 
the “ Manchester Guardian,” 12th Sep- 
tember, 1934) ; 

the direct use of British diplomatic machinery to 
secure contracts, — 

“ Our diplomatic help is given only when a 
foreign State has announced its intention to 
purchase from abroad; then our service naturally 
does its best to secure that the British firms 
should get a proper opportunity.” 

(Sir .John Simon in the House of Commons, 
8th November, 1934); 


or the direct interest in foreign wars (e.g., in China, 
or the Bolivia-Paraguay war), by which this trade is 
maintained. 'These evils have been widely exposed, 
and the evidence is familiar. 


II.— DESTINATION OF BRI'nSH ARMAMENTS 
EXPORTS FOR THE FURTHERANCE OF 
M'ARS AND COUNTER-REVOLUTION. 

3. The destination of British armaments exports is 
no less important than the very high total. It is 
worth noting that the main proportion goes to 
foreig 2 i countries and not to British countries. 

British Exports or Arms and Amjiunition (£000). 

1928 1929 1930 1931 1932 1933 

To foreign 

countries 1928 2393 1737 1803 1826 2114 

To British 

countries 2180 2080 1763 1144 1063 1365 

The years 1930-1933, the years of rising wars in 
foreign countries (Japan-China, South America), 

have seen a rapid rise in the proportion of British 
exports of arms to foreign countries. These wars 
have brought rising profits to British armament 
firms. 

4 . Cei*tain salient directions may be noted : — 

(i) Japan. — The rise in British armaments exports 
to Japan in the years 1929 to 1932 reveals the follow- 
ing picture (£000) : — 

1929 1930 1931 1932 

98-2 173-7 216-0 230-6 

In the years 1931-1932 J apau carried through its 
Rggressive war against China for the conquest of 
Manchuria and the bombardment of Shanghai. This 
aggression was condemned by the League of Nations 
with the British Government participating, and led 
to the withdrawal of Japan from the League of 
Nations. The United States further protested at the 
violation of the AJashington Nine-Power Treaty. 
At the same time as the League of Nations was 
vainly endeavouring to check this flagrant violation 
of treaties and aggressive war of conquest, British 
armament manufacturers were supplying the means 
for it to be carried out. 

(ii) China. — British arms exports to China, accord- 
ing to the very incomplete official returns, show the 
following picture from 1930 to 1933 (£000) ; — 

1930 1931 1932 1933 

16-7 24-6 7-3 223-5 

During the critical years of Japanese aggression on 
China the main British support went to Japan. 
1933 saw the concentration of Chiang Kai Shok’s 
counter-revolutionary war against the Chinese Soviet 
Republic. British arms exports to China showed a 
steep rise; arms were poured in to support this 
counter-revolutionary war. 

(iii) South America.— Figures of exports of arma- 
ments to South American countries are not available 
for 1934. It is only possible to call attention to the 
export of arms and munitions to Bolivia in 1933, 
which totalled £331,700, as compared with £26,500 
in 1931 and £27,200 in 1932; and 15,850,000 cart- 
ridges in Paraguay in 1933. 

(iv) Poland. — The rise in Briti-sh armaments ex- 
ports to Poland during the years 1929-1933 is shown 
in the following return (£000) : — 

1929 1930 1931 1932 1933 

3-4 9-2 13-4 82-1 118-2 
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This steep rise is of menacing significance in the pre- 
sent diplomatic situation. Germany, Poland and 
Japan are the three pillars of the developing anti- 
Soviet combination which is threatening aggressive 
war on the Soviet Union (German-Polish refusal of 
the Eastern Guarantee Pact, German-Polish Military 
'J'reaty, semi-official schemes for the conquest of the 
Ukraine). Britain is actively arming Poland and 
Germany, as well as Japan, in preparation for such 
counter-revolutionary war on the Soviet Union. 

(v) Gebmany. — T he figures of British arms exports 
to Germany are not available j but the active British 
pai’ticipation in the re-arming of Germany, contrai’y 
to Versailles, is common knowledge, and was illus- 
trated by tho appearance of a Vickers advertisement 
of tanks in a German military organ (the subse- 
quent “ explanation ” by the Chairman of Vickers 
that tho advertisement was published in this organ 
in order to reach the South American public lacks 
oven plausibility, since the circulation of this organ 
outside Germany is minute, and the natural choice 
for South American advertising would have fallen, if 
not on a South American, then on a Spanish 
journal). At the annual meeting of Vickers, Ltd., 
in March, 1934, the Chairman, Sir Herbert Lawrence, 
on being asked for an assurance that the firm was 
not engaged in re-arming Germany, replied : 

“ I cannot give you an assurance in definite 
terms, but I can tell you that nothing is being 
done without complete sanction and approval 
of our own Government.” 

This direct comiilicity of the British Government 
only makes the case more flagrant. The sharp rise 
in British exports of war raw materials to Germany 
is also striking ; 

British Exports to Germany (£000) 1932 1933 1934 

Nickel, unwrought ... ... 182 341 241 

Cotton Waste ... ... ... 152 87 262 

5 . Of especial significance is the exijoi't of arms to 

the coloninl countries. For example the figures of 
British exports of arms and ammunition to Portu- 
guese East Africa may be taken (£000) : 

1930 1931 1932 

29-6 24-7 71-4 

Tliesc arms are exported only to the Government, 
not to the colonial peoples, who are cut off by the 
imperialist powers from access to arms for the de- 
fence of their independence against alien rule. Thus 
these exports of arms are solely for the purposes of 
colonial oppression. 

6. Of similar significance is the export of arma- 
ments to countries engaged in active counter-revolu- 
tionary suppression of the workers’ struggle, e.g., 
Spain. Exports of arms from Britain to Spain show 
the following values (£000) : 

1928 1929 1930 1931 1932 

9 803 439 216 625 

Guns, howitzers and mortars were exported from 
Britain to Spain to a total of 27,855 cwt., between 
1928 and 1933, and gun mountings to a total of 
72,262 cwt. These arms, manufactured by British 
workers, were destined to be used against the 
Spanish workers. 

ITT BBITISH GOVERNMENT COMPLICITY IN 
THE OPERATIONS OP THE ARMAMENTS 
TRUSTS. 

7 . The distinction between the “ private ” arma- 
ments trusts and the Government and state appara- 
tus is a formal one. The trusts are “ private ” in 
so far as the profits of the war-trading are appro- 
priated by the capitalist class in their individual 
capacity as shareholders. But their operations are 
conducted in complete collaboration with the Govern- 
ment and state apparatus, with which they are 
closel.y interlocked. The operations of the armaments 
trusts are the operations of British Imperialism as a 
whole, and are the direct responsibility of the British 
State- 


8. This close interlocking of the armaments trusts 
and the State is most clearly visible in personnel. 
Thus the Board of Directors of Vickers- Armstrong 
in 1932 included three Generals, a Commander and 
a Colonel, and comprised as leading members (1), as 
Chairman, the former Chief of Staff of the British 
Army Headquarters in France, (2) a former Depart- 
mental Chief of the Ministry of Munitions, (3) a 
former Master-General of the Ordinance and member 
of the Army Council, (4) a former Director of Raw 
Materials Finance at the War Office and Ministry 
of Munitions, (5) a former Member of the Ordnance 
Committee, etc. 

Imperial Chemical Industries, Ltd., with its 
£70,000,000 capital, was developed out of the directly 
government-subsidised British Dyestuffs Corporation, 
and contains in its Articles of Association that 
‘‘ the company is to keep in touch with His 
Majesty’s Government in all matters of technical 
information and research, in such manner as the 
President of the Board of Trade may direct.” The 
great armaments trusts, like Vickers and I.O.I., are 
in effect great departments of state, like of the 
Bank of England, but removed from Parliamentary 
control, and working, on a basis of state support, 
for private profits. 

9 . The system of export licences for the arms 
trade further demonstrates the close collaboration 
between the state and the armaments trusts. Licences 
are granted by the Board of Trade or Home Office 
guided by the advice of the Foreign Office and Ser- 
vice Departments. These departments are always 
consulted and refusal to grant licences is sometimes 
taken on their advice. Seven such refusals were 
given between 1930 and 1934 (Hansard, 9th May, 
1934). 

The fact that only seven refusals arose between 
1930 and 1934 shows that the export licence system 
is not a system for restricting the arms traffic, but 
solely for guiding it in accordance with the major 
strategic and diplomatic interests of imiDerialist 
policy. Through this weapon British Imperialism is 
able to hold a heavy hand over the smaller states, 
and at the same time to prevent arms reaching 
oppressed peoples struggling for their freedom (“ We 
give no licence except for export to Governments, a 
thing which is worth noting ” — Sir John Simon, in 
the House of Commons, 8th November, 1934). 

The close connection of state policy and the arma- 
ments traffic is similarly testified in the letter of 
Captain John Ball, Managing Director of the Soley 
Armaments Company, produced at the American 
Arms Inquiry : — • 

“ As we are to a very great extent controlled 
by the varying policy of the Government, it is 
rather difficult for us to enter into firm and fast 
agreements with any other armament firmb. 
Stocks .we control are of such magnitude that 
the sale of a big block of them could alter the 
political balance of po.wer of the smaller states, 
involving corresponding complications from the 
point of view of finance and industry. You will, 
we are sure, fully appreciate that under these 
conditions we have to submit to a fairly strict 
control bj’ the authorities concerned ”. 

A further statement of the same Captain Ball in an 
interview to the press may be quoted : — 

“ The same restrictions apply to Vickers, and 
if all the money in the world is on the table, 
business cannot be done if it is against the 
policy of the British Government ”. 

Thus direct responsibility for every operation of the 
nominally “ private ” British arms traffic rests with 
the British Government. 

IV COMPLICITY OF THE ENTIRE CAPITALIST 
CLASS IN THE ARMS TRAFFIC. 

10 . Not only is the distinction commonly drawn 
between the private armaments manufacturers and 
the state or Government thus in practice invalid, 
but the distinction also commonly drawn between the 
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iprivate armaments manufacturers, drawing profit 
from war and the manufacture and sale of the 
weapons of destruction, and the main body of the 
capital-owning class is equally invalid. The vast 
armaments trusts, .with their capital running into 
many tens of millions of pounds, are representative 
of finance-capital as a w'hole, and are closely inter- 
locked with the entire capitalist structure. Their 
shareholding lists run through the entire body of 
the governing class, financiers and politicians, lords 
and ladies, generals and admirals, bishops and 
clergymen, etc. All draw their profits from the 
trade in death, and these profits run into many 
millions of pounds per year. Further, these profits 
have rapidly risen in these recent years of increasing 
war-tension. Thus the profits of Imperial Chemical 
Industries have nearly doubled during the past four 
years, showing the following increase : — 

1931 1932 1933 1934 

£3,408,290 £4,729,072 £6,001,605 £6,349,107 

Similarly the profits of Vickers Ltd. have risen 
from £816,362 in 1933, to £970,352 in 1934, 
and those of its subsidiary, Vickers Armstrong 
Ltd., have risen from £491,952 in 1933 to 
£724,541 in 1934, an increase of 47 per cent, in one 
year. In view of the character of the shareholding 
lists of these firms (both the open shareholders and 
the concealed shareholders through nominee hold- 
ings), it ma.v correctly be said that the rising -war 
tension has brought rapidly rising profits into the 
pockets of all the most influential members of the 
ruling class. 

To these vast direct profits of the armaments 
trusts, with all the ramifications of their 
beneficiaries, must be added the additional profits 
of the firms indirectly supplying war industries 
running through’ the .widest range of industry, and 
benefiting from the extension of the war trade. 

n. Thus not only the immediate directors of the 
armaments firms, nor even only the leading financiers 
in every branch, but in practice all the leading re- 
presentatives of the present ruling social order in all 
spheres, the front bench politicians, the upper 
ranges of the bureaucracy, of the judiciary, of the 
fighting services, of the press, of the church, etc., 
are pecuniarily interested in the maintenance and 
extension of the arms traffic and draw rising profits 
from its extending operations. Under these con- 
ditions it is not surprising that any attack upon 
the arms traffic meets in practice with united re- 
sistance from the existing social order. This was 
illustrated in the hostile reception in British 
governing circles to the revelations of the American 
Arms Inquiry and the universal endeavour to 
minimise the significance of these very serious 
revelations. 

As an example of the close inter-relations between 
the armaments trusts and the other ruling social 
forces it may be recommended that the Commission 
should make a close investigation into the relations 
between the Times newspaper and Vickers Ltd., the 
reasons for the identity in a succession of instances 
of Times foreign correspondents and Vickers agents, 
and the reasons why the Times, which purports to 
be a newspaper, should have suppressed entirely 
the important interchanges between shareholders and 
directors at the recent annual meeting of Vickers 
Ltd., reporting only the directors’ reply, but not the 
serious allegations laid, which were only fully re- 
ported in the newspapers of the left. 

12. The indictment of the evils of the arms traffic 
is thus necessarily an indictment of the capitalist 
class as a whole and of the present social order. 
The fight against the arms traffic can in consequence 
only be fought, not as a battle of the existing social 
order against a small section of evil doers, but as a 
battle of the working class against the entire 
capitalist class. 


V. RESPONSIBILITY OF THE PRESENT 
NATIONAL GOVERNMENT FOR BLOCKING 
ADEQUATE INQUIRY INTO THE ARMS 
TRAFFIC. 

13. The unity of the existing ruling forces in de- 
fence of the arms traffic, even .while professing to 
deplore its evils, is most sharply expressed in the 
role of the National Government in this connection. 

British Imperialism has consistently opposed the 
Soviet proposals for total disarmament, for disarma- 
ment by stages, or for the reduction of armaments. 

The National Government has led the opposition 
at Genova to the American proposal for the inter- 
national inspection of the arras traffic. 

The National Government has sought to block by 
overj' means in its power the investigations of the 
American Arms Inquiry, and has exerted direct 
diplomatic pressure to prevent important documents 
being brought before the inquiry. 

The National Government has steadily resisted the 
rising demand for a corresponding inquiry in this 
country with equal scope and powers to the American 
Inquiry. This attitude has made it possible for the 
British financial press to call attention to the 
superior character of British armament shares from 
the point of view of the investor on the grounds 
that there can be no danger in Britain of con- 
fidential correspondence of the armament firms being 
brought into the public eye: — 

“ Any fears which have been aroused among 
holders of armament shares that revmlations thus 
far made before the United States Senate would 
lead to a drastic revision of the activities of 
British Armament firms appear to have been 
baseless. Foreign customers placing orders will 
feel assured that here at least their orders will 
be executed in strict accordance with the law, 
and that there will be no danger that their con- 
fidential correspondence will be broadcast.” 

(Finuticial News, I2th September, 193-1.) 

14. The appointment of the present Commission 
of Inquiry into the Aimis Traffic, in belated response 
to the increasing pressure and demand, has fully 
confirmed this prediction of the British financial 
press. The scope and powers of the British Arms 
Commission are severely limited, in sharp contrast 
to the American. 

The American Munitions Investigation Committee 
of the Senate was established 

“ to investigate the activities of individual firms, 
associations and of corporations and all other 
agencies in the United States engaged in the 
manufacture, sale, distribution, import or ex- 
port of arms, munitions, or other implements of 
war; the methods used in promoting or affecting 
the sale of arms, munitions or other implements 
of war; the quantities of arms, munitions or 
other implements of war imported into the 
United States, and the countries of origin 
thereof, and the quantities exported from the 
United States, and the countries of destination 
thereof,” 

as well as to review existing legislation and the 
question of a Government monopoly, and to make 
recommendations. It had further powers to sub- 
poena witnesses, compel the production of all docu- 
ments and papers, and was provided with adequate 
finance to have a staff for independent inspection 
and discovery of the facts, instead of having to 
accept the prepared evidence of the interested 
parties. 

The same information is of the highest importance 
in relation to the British armaments trusts, and 
the existing information is inadequate in the 
extreme. Yet the British Commission is sjjecifically 
limited in its terms of reference to consider only 
recommendations of legislation, without any instruc- 
tion to find out the facts; and it has no corre- 
sponding powers to secure evidence. According to 
answers to parliamentary questions, it appears that 
oven the vitally important evidence brought before 
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the American Commission, aifecting British firms, is 
not to be placed before the British Commission. It 
is obvious, in view of the facts already known as to 
the character of the operations of the armaments 
trusts, that the prepared statements and evidence of 
the armaments trusts on their own behalf cannot be 
accepted by any unbiassed inquirer as adequate. 

15. We consider that the Commission in its report 
should express the sharpest protest against this 
restriction of its scope and powers, which is equiva- 
lent to a shielding of the armaments trusts and of 
the arms traffic from investigation. 

VI. INEFFECTIVENESS OF CURRENT REFORM 
PROPOSALS FOR A STATE MONOPOLY OF 
THE ARMAMENTS INDUSTRY AS A 
SOLUTION. 

16. The terms of reference of the Commission put 
forward for consideration three lines of legislative 
proposals : — 

(i) State Monopoly of the armaments indus- 
try, wliether by the United Kingdom alone, or 
by all countries ; 

(ii) Alternatively, measures to remove or 
minimise the evils of private manufacture; 

(iii) Revision of the existing regulations for 
the control of the export trade in armaments. 

Wo consider that these proposals, even while under 
certain conditions they may he utilised to assist the 
fight against the arms traffic, cannot be regarded as 
a solution of the evils of the arms traffic. 

17. It is clear from the analysis already made of 
the exi.sting close relations and collaboration of the 
state and the armaments trusts, that a re-organisa- 
tion of the armaments trusts as a monopolist state 
trust could not constitute a basic change. The 
unified state trust would be able to organise the pro- 
duction of armaments more efficiently and more 
economically than is possible under the conditions 
of private industry, as was abundantly illustrated 
by the experience of the state factories during the 
war. This would constitute a measure of rationalisa- 
tion, and would enable the state to secure a larger 
volume of armaments for the same expenditure, or 
alternatively to devote a larger sum of money to 
other forms of war expenditure. But it would not 
mean an elimination of the profits factor, if 
nationalisation were to be conducted on the basis of 
compensation. If the existing armaments trusts were 
to he nationalised on the same basis as the London 
Traffic Trust has been taken over, by the substitu- 
tion of new stock on very generous terms to the 
.shareholders for their existing stock, it would mean 
that the production of armaments would continue 
to be yielding many millions of pounds a year to the 
jirivate stockholders, with the addition of a state 
guarantee for this income. Under these conditions 
the transformation to a state monopoly might prove 
a very profitable transaction to the armaments 
moneymakers. It is likely, however, to be resisted 
by these so long as the speculative possibilities of 
very high 7 >rofits through war outweigh the advan- 
tages of the guaranteed state income. If, further, 
the State Armaments Board were to be constituted 
on the same lines as the London Transport Board, 
independent of control by parliament, it would mean 
that the operations of the armaments industry would 
in practice continue as secret and uncontrolled as 
ever, but with a mantle of open state sanction and 
approval. Finally, if the State Armaments 
Monoqjoly were to take over the business of the 
export of armaments, this would enormously increase 
the power of pressure on foreign governments. Thus 
the establishment of a State Armaments Monopoly 
would not necessarily in itself mean any step for- 
ward to removing the existing evils of the arms 
traffic, but might mean an intensification of those 
evils. The countervailing considerations in view of 
which we nevertheless advocate the prohibition of 


the private manufacture of armaments will he given 
in the next section. 

18. The same considerations which apply to a State 
Monopoly of armaments production and sale apply 
in still stronger measure to any half-way jiroposal 
of state control of continued private production and 
sale of armaments. 

19. No revision of the existing system of export 
licences for the export of armaments can remove the 
basic evils of the export of armaments. The only 
measure which should be taken is the complete pro- 
hibition of the export of armaments. 

VII. CONCLUSIONS AND IMMEDIATE 
RECOMMENDATION S . 

20. The Communist Party holds the view that the 
evil of armaments, and the therefrom arising and 
consequential evils of the armaments traffic or draw- 
ing of profits from the manufacture and sale of the 
instruments of death and destruction, are the in- 
evitable consequence of the existing social order, 
based on class-exploitation, on the imperialist sub- 
jection of the colonial peoples, and on imperialist 
conflict for the division of the world. The evils of 
the armaments traffic, which the present Commission 
has been appointed to consider how to minimise, 
cannot be isolated from the question of armaments 
as a whole. 

The unanimous refusal, by all the imperialist 
powers, of the Soviet Union proposals for total dis- 
armament, proves that the maintenance of armaments 
is indispensable to imperialism. But if armaments 
are thus indispensable to capitalist society, it neces- 
sarily follows that within capitalist society arma- 
ments, like any other commodity, can only he pro- 
duced capitalistically, i.e., within and as an integral 
part of the profit-making structure. Hence arises 
the dilemma that, while human feeling revolts 
against the conception of drawing profits from pro- 
ducing and selling the instruments of death and 
destruction, the economic-political necessities of the 
existing order compel it; and in the end the con- 
sciences of all the most highly respectable and 
moralising members of the present ruling class, in- 
cluding the bishops or official representatives of the 
Sermon on the Mount, find no difficulty in reconcil- 
ing themselves to this necessity. The task of the 
Commission, to find means to overcome the evils of 
the armaments traffic, while maintaining the pro- 
duction of armaments within capitalist conditions 
and leaving its roots in the existing capitalist order 
untouched, is in fact a contradiction in terms and 
can admit of no final solution. The evils of the 
armaments traffic can only he overcome by the over- 
throw of capitalism and the establishment of the 
world socialist society, in which armaments will no 
longer be necessary and production will be organised 
for use, not profit. 

21. At the same time the Communist Party puts 
forward the following immediate recommendations, 
not as means to achieve the impossible task of over- 
coming the evils of the armaments traffic within 
capitalism, but as means to assist the fight of the 
working masses against the armaments traffic and 
those responsible for it : 

(i) Prohibition of the Private Manufacture anh 
S.ALE OF Armaments and Munitions. 

We advocate this, not on the ground that a state 
armaments monoiiolj' would be less of an evil to the 
working masses, but on the grounds that the exist- 
ing comiilete secrecy of operations of the private 
armaments trusts and the concealment of govern- 
ment resiionsibility jilaces heavy obstacles in the way 
of the effective fight against armaments, and the 
establishment of direct government responsibility for 
every piece of armaments construction in the country 
would assist to strengthen this fight. As a necessary 
corollary of this we advocate : 
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(ii) Full Publicity of all State Construction of 

Armaments and Munitions. 

Such publicity, if effectively enforced, would place 
a powerful weapon in the hands of the fight against 
armaments. 

(iii) Abolition op the Export Licensing System 
AND Complete Ban on the Export of All 
Armaments and Munitions. 

Two arguments are commonly put forward for the 
maintenance of the export of armaments. The first 
is that this export ensures the existence of a larger 
armaments-producing plant in Britain, which is 
immediately available for use by the Government in 
case of war emergency. The second is that any 
ban would be damaging to the interests of the smaller 
countries, which have not equal facilities for the 
production of armaments. 

Both arguments lead in fact to the opposite con- 
clusion. 

The limitation of armaments-producing plant, and 
lack of facilities for rapid extension in the event of 
war, would lead the British Government to hesitate 
the more before going to war, whereas the existence 
of large facilities is an encouraging factor to war. 

The imperialist export of armaments to the small 
countries is not made in the interests of the smaller 
countries, but in the interests of imperialism, which 
already regulates this export according to its diplo- 
matic and strategic policy. Through this export of 
armaments, and the loans and credits commonly asso- 
ciated therewith, imperialism imposes on the smaller 
countries a crippling burden of armaments which, on 
their own resources, they would never have attempted 
to maintain, drags them into entangling war alliances 
and makes them virtual vassal states, drives them 
into war against their own interests, and, where 
war between small states has broken out, enormously 
prolongs the war (as in the case of the Bolivia-Para- 
guay war) when the countries, if left to their own 


limited resources, would have been compelled sjieedily 
to bring it to an end. The role of the export of 
armaments in maintaining civil war and counter- 
revolutionary governments, as in China, is notorious. 
The export of armaments for maintaining war and 
terrorism throughout the world; and its complete 
prohibition is imperative. 

(iv) Heavy penai.ties for any default on the 

ABOVE PROVISIONS AND THE ESTABLISHSIENT OF 
ELECTED workers’ CONTROL COMMITTEES IN THE 
ARILVMENTS FACTORIES AND A CENTRAL WORKERS’ 
CONTROL COMMISSION, ELECTED FROM THE WORK- 
ING CLASS ORGANISATIONS, AND WITH FULL POWFJIS 
OF INSPECTION AND CALLING FOB DOCUMENTS, TO 
CHECK EXECUTION OF THESE PROVISIONS AND ISSUE 
PERIODICAL REPORTS. 

In the case of the armaments industry, more than 
any other, regulations and prohibitions are valueless 
without adequate independent inspection and en- 
forcement. Even the expert Inter-Allied Arms 
Control Commission in Germany in the post-war 
years was not able to prevent a considerable measure 
of secret re-armament. Such independent inspection, 
however, cannot be forthcoming from the state 
apparatus or the capitalist class, which, as already 
shown in the previous analysis, are involved up to 
the neck in direct complicity and collaboration in 
the armaments traffic. In consequence, independent 
inspection and enforcement can only be provided 
from the representatives of the working class, whoso 
interests are directly in conflict with the interests 
of the whole system of armaments. Such workers’ 
control organs, established throughout the arma- 
ments industry from top to bottom, in the war- 
factories and in the depots of war-materials, as well 
as in the book-keeping departments, should keep 
vigilant eye on the production of armaments, check 
the correctness of the official reports, and maintain 
guard against any attempt at the secret consign- 
ment of munitions abroad. 
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APPENDIX II. 
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APPENDIX IV. 


STATEMENT OF EVIDENCE TO BE TENDERED BY THE BRITISH MOVEMENT 

AGAINST WAR AND FASCISM 


The British Movement Against War and Fascism 
considers the primarj' purpose of the Royal Com- 
mission, appointed as a result of strong pressure 
by public opinion, must be to examine how the 
traffic in the means of destruction — wliich is utterly 
abhorrent to all civilised people — can be effectively 
and speedily suppressed. 

It is proposed for this reason to offer to the 
Commission evidence showing; — 

(а) That wars now in progress in South 
America and in China are being fought with 
arms and munitions supplied by British firms, 
and that these wars are attended with very 
great suffering and loss of life to the people 
engaged. 

(б) That British armament manufacturers are 
at present reaping verj' high profits from an 
export trade which is resulting in wholesale 
slaughter. 

(c) That British armament firms are in a 
position to influence the British and other Gov- 
ernments to give them orders for war material, 
and that this influence is, in fact, being used. 

(d) That persons holding responsible positions 
in public life, and in a position to influence 
public opinion, are shareholders in armament 
firms and that this is a dangerous and intolerable 
state of affairs. 

(e) That, in contravention of the Treaty of 
Versailles, prohibited war material has been 
supplied by British firms to Germany. 

In general, the British Movement Against War 
and Fascism wishes to point out that it is here 
laying before the Commission only a small selection 
of the available evidence. It has been concerned only 
to establish a prima facie case that the allegations 
made are capable of substantiation. It conceives it 
to be the function of the Commission in the exercise 
of its powers to investigate in the fullest detail the 
conditions which cannot be satisfactorily examined 
by bodies not provided with judicial powers. 


A. W.\Hs IN South America and China. 

It is unnecessary here to produce evidence of 
suffering and loss of life in the war between Bolivia 
and Paraguay which has now been in progress for 
nearly three years. According to The Times news- 
paper in one battle alone in August, 1934, there 
were 11,000 casualties. According to official figures 
British armament firms have supplied large quan- 
tities of war material to both Governments. 

Exports to Bolivia, Jan., 1932 — June, 1933. 

Ammunition 2,130,550 rounds. 

Machine Guns ... ... 99 

Tanks ... ... ... 6 

Export to Paraguay, Jan., 1932 — Jan., 1933. 

Ammunition 16,570,000 rounds. 

But the full extent of the arms trade to those 
Governments from Britain does not necessarily 
appear from export licence figures. This is 
illustrated by the statement in a letter from Mr. 
John Ball, of the Soley Armament Co., London, to 
the American Armaments Corporation, which was 
tendered in evidence to the Senatorial Inquiry in 
America. 

“ We have heard that Bolivia wants anti- 
aircraft guns quickly, but we do not for a 
moment think that shipment or sale to Bolivia 
could be made direct while that country is at 
war. If, however, an American firm of some 
standing bought the guns for eventual resale, 
things might be easier, or if the Columbia Gov- 
ernment, who are not at war, bought the guns, 
they could no doubt have them.” 

Minister Enrique Bordenava, of Paraguay, during 
his evidence at the same Inquiry, claimed that he 
had documents showing a New York Loan to Bolivia 
of $5,100,000 to pay for a $14,000,000 Vickers arms 
contract, (cf. New York Times, Sept. 16th, 1934.) 


In the same letter of Mr. John Ball reference is 
made to the export of arms to China. 

“ As you are doubtless aware, China consumes 
va.st quantities of small arms every year. They 
have bought largo quantities of rifles from us — 
over 100,000 in 1931 and 1932.” 

The official export figures show that in the period 
August, 1931, to June, 1933, exports from Britain 
included : — 

46,270,000 cartridges. 

484,462 lbs. cordite. 

80 machine guns. 

12 amphibian tanks. 


H. Armament Profits. 

Extremely large profits are being made by British 
armament firms both as a result of wars waged 
abroad in the last few years and in some cases 
still in progress, and as a consequence of war 
preparations in Europe and all over the world. 


1932 

1933 

1934 


Tables of Income and Profits. 


Vickers, Ltd. 
(Gross Income.) 


£ 

777,475 

728,246 

958,678 


I.G.I. 

(Net Profits.) 

£ 

4,729,072 

6,001,605 

6,349,107 


It is particularlj’ significant that the recent tension 
in Europe has coincided with a spectacular rise 
in British Aircraft Shares. 



Price. 

Rise in 
Market 
Capitalisa- 
tion. 


Jan. 3rd. 

May 

10th. 

Rolls Royce 

108/9 

137/6 

£ 

1,131,566 

Napier 

12/6 

13 / 7-5 

122,850 

Hawker 

23/9 

32/9 

720,000 

Fairey 

21/- 

28/6 

376,000 

De Havilland 

53/9 

65/3 

230,000 

Handley Page(Pref.) 

14/- 

21 / 4-5 

193,682 

Boulton Paul 

4/6 

11/2 

337,600 



Total 

£3,110,497 


On the capital as at Jan. 1st. 


(News Chronicle, May 11th, 1935.) 

The close dependence of the profits of Vickers, 
Ltd. on c'ontracts for war material is illustrated 
by the statement of that Company’s Chairman on 
March 28th, 1928 : — 

“ Unless armament orders are available, it 
.will be difficult to earn satisfactory profits.” 


C. Power to Influence Governments. 

It is particularly difficult to lay a large quantity 
of evidence before the Commission on this subject, 
but it is submitted that the following quotations 
show clearly that influence is brought to boar, and 
the Commission is urged to ’inquire very fully into 
this question: — 

“ The associations of myself and Major Clarke 
with Admiral Chatfield for a considerable period 
of time have been unusually cordial, and he 
has on many occasions smoothed down obstacles 
in our path.” 

(Sir Robert Hadfield, at the General Meeting 
of Hadfield’s, Ltd., manufacturers of .shells 
and armour plating.) 

“ I have had a word with the director of 
contracts at the Admiralty, who is a friend of 
mine, and would like this. He, I know, tried 
to get us the order for all five submarines last 
year.” 
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(Letter from Sir Charles Craven, Managing 
Director of Vickers, Ltd., Oct. 7th, 1927, 
quoted in the U.S.A. Arms Inquiry.) 

“ My Dbiaii Mu. Speae, 

“ The Germans are moving terribly in Spain, 
and unless we all combine against them, we 
may find them installed one day, and action is 
necessary. 

“ The U.S. Ambassador in Spain is a very 
clever gentleman and highly esteemed, and I 
think you should arrange for instructions to 
bo sent to him from your State Department, for 
him to tell the Spaniards that the U.S. Govern- 
ment work very harmoniously with the Electric 
Boat Company, and that the U.S. hopes that 
the Spanish Government will be satisfied with 
the guarantee of the Electric Boat Company and 
that of Vickers, and will require no other 
guarantee. 

“ The British Government will be hard 
to move in the same direction, but when you 
inform me that your Government have given 
the necessary instructions to their Ambassador 
in Madrid, I .will have no difficulty in persuad- 
ing the British Government to do it too. 

• “ Yours sincerely, 

“ Basil Zaharoff.” 

(Letter from Sir Basil Zaharoff to Mr. 
Spear, of the Electric Boat Co. Quoted in 
U.S. Arms Inquiry.) 

The fact that British armament firms are accus- 
tomed to sell their goods to foreign governments is 
calculated to disturb friendly relations between the 
British and other foreign governments. Such a 
situation arose in February, 1933, over a consign- 
ment of arms from Italy to Hungary, which led 
to the despatch of a note of protest by the British 
and French Governments to the Austrian Govern- 
ment (February 11th, 1933). This was not a case 
iu ivhich British firms were involved; but in May, 
1935, the Italian Government took great exception 
to the importation of arms into Abyssinia, iu which 
British firms have played a part. 


D. Influence of Armament Shareholders. 

Quite apart from any question of personal 
integrity, the present situation in which prominent 
public figures are shareholders in British armament 
firms, and in consequence financially interested in 
the profits of those firms, is on principle dangerous 
and intolerable. It is clearly not in the public 
interest that those in a position to sway public 
opinion should have any financial interest in the 
arms trade. 

It has recently come to light that Sir George Clive, 
K.C.B., while holding the appointment of Military 
Secretary to the Secretary of State for War, was 
the largest single shareholder in the banking firm 
of Dawnay Day. This firm in turn held £280,000 in 
the firm of Andrew's Toledo, being over 50 per cent, 
of that firm’s capital. This firm is engaged mainly 
in armament manufacture. It is also to be noted 
that Vice-Admiral Sir George Goodwin-Goodwin, who 
held the appointment of Engineer-in-Chief to the 
Fleet, 1917-1922, was later Managing Director of 
this firm. 

A short selection of shareholders and directors of 
Vickers, Ltd., is here produced; it will be found 
to include many persons who have held important 
appointments in the fighting Services ; — ■ 

Rt. Hon. Sir John Gilmour, P.C., M.P. 

Sir Robert Horne, M.P. 

Lord Clinton. 

Marquis of Linlithgo,w. 

The Ven. Archdeacon S. H. Phillipps. 

Rev. Arthur Preston, Bishop Suffragan of 
Woolwich. 

The Rev. Ed. H. Firth, Hon. Canon, Win- 
chester Cathedral. 

Colonel H. A. Barclay, C.V.O., A.D.C. to 
the King, 1910-25. 

Sir J. S. Wardlaw-Milne, M.P. 

Stuart J. Bevan, M.P., Recorder of Bristol. 

Harold P. Mitchell, M.P., Private Secretary 
to Under-Secretary for Overseas Trade. 
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Gen. Sir Herbert Lawrence, Chairman. 
Gen. Sir J. F. Noel-Birch, Director. 
Lieut. -Col. J. B. Neilson, Director. 

Com. Sir Charles Craven, R.N., Director. 


E. Rearmament of Germany. 

It is now officially admitted that Germany has 
been rearming, at first secretly and now openly, in 
violation of Part V of the Treaty of Versailles. 
There are indications that British firms have taken 
a considerable part iu this rearmament, though not 
necessarily in contravention of the strict letter of 
the Treaty, and despite the existence of the exiiort 
licence system. 

It will be remembered that at the annual meeting 
of Vickers, Ltd., held on March 28th, 1934, the 
attention of the Chairman was called to an adver- 
tisement inserted by Vickers, Ltd., in the German 
military organ “ Militar-Wochenblatt ”, in 1932. 
This advertisement contained a picture of a tank, 
one of the weapons forbidden to Germany. When 
asked to give an assurance that Vickers arms and 
munitions were not being used for the secret and 
prohibited rearmament of Germany, the Chairman 
replied : — 

“ I cannot give you an assurance in definite 
terms, but I can tell you that nothing is done 
without the complete sanction and apxiroval of 
our own Government.” 

Large numbers of aeroplane engines adapted to 
military uses have been exported to Germany. In 
May, 1934, 80 Armstrong Siddeley engines were 
ordered in England. It was stated in the House 
of Commons by Sir John Simon that this order 
did not conflict with the Versailles Treaty. Similarly 
the London Rolls Royce w'orks have sold to Ger- 
many many of the new “ Kestrel ” engines. These 
engines are used in England in the following types 
of military aeroplane : — 

Hawker Fury (One-Seater Fighter). 

Ha,wker Demon (Two-Seater Fighter). 

Hawker Hart (Day Bomber). 

Hawker Nimrod (One-Seater Fighter). 

Westland Wallace (Day Bomber). 

Handley Page (Night Bomber). 

Hawker Osprey (Reconnaissance). 

Shortt Singapore (Seaplane). 


To summarise, the British Movement Against AVar 
and Fascism draws the conclusion that the Royal 
Commission must needs, after a careful consideration 
of the evidence, declare itself in favour of the 
prohibition by law of the private manufacture of 
and trade in arms ; such prohibition to be enforced 
by the imposition of severe penalties, including long 
terms of imprisonment, on those guilty of serious 
(contravention. 


List op Documents, etc. 

Under “A.” 

1. The Times, August, 1934. 

2. Board of Trade Returns, January, 1932 — 

June, 1933. 
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Mr. J. T. Walton Nbwbold, 

727. Chairman: Are you Mr. Walton Newhold? 

Mr. Walton Newhold : I am. 

728. Chairman : You have prepared a statement and 
,we now have it in print and I think you may 
assume that we have all read it. What course would 
you like to take with reference to the evidence that 
j’ou wish to give us? Will you read this statement, 
or will you make a statement, or will you deal with 
this statement partly by reading and partly by 
comment P 

Mr. Walton Newhold : I am entirely in your 
hands, Mr. Chairman. 

729. Chairman: I think, if you leave it to me to 
decide, the most convenient course would be that 
j'ou should read it, and then we should ask you 
questions upon it. 

Mr. Walton Newhold: Do you wish me to read 
it straight through, or paragraph by paragraph? 

730. Chairman: Straight through. 

Mr. Walton Newhold : Do you wish me to stop at 
the end of each paragraph and submit to cross- 
examination? 

731. Chairman: No, read it through. 

The Witness read the following statement : — 

I submit this Memorandum to the Royal Commis- 
sion on the Private Manufacture of and Trading in 
Arms, not as the spokesman of any propagandist 
body, but as a jjrivate citizen who has made a study 
of this problem in aU its manifold ramifications at 
home and abroad over a period of twenty-three years. 

In 1912, upon leaving the University of Man- 
chester, I took up this study. As a member of the 
Society of Friends I was concerned to remove the 
cause of war. As a Socialist propagandist I was 
interested in presenting a. case as strong as possible 
against private enterprise and private profit. As a 
trained research-worker in economic history I was 
determined to arrive at and to present the facts 
regarding a border-line case of public demand and 
of public supply which, the further I pursued by 
objective inquiries, I came to regard as fundamental 
to the development of the state and to the technical 
and the commercial progress of all civilised peoples. 

I wish to say and have, indeed, come before you 
specifically to say in the most emphatic manner 
possible that, whilst I have held similar beliefs 
myself and so can understand and, in some measure, 
sympathise with many of the conceptions of the 


M.A., called and examined. 

nature and conduct of the manufacture of and trade 
in arms advanced by Lord Cecil, Mr. Arnold-Eorster 
and other hona fide pacifists, deeper and more de- 
tailed studies have compelled me to reject the theory 
that the manufacturers of war-material are in any 
serious sense contributory factors in the promotion 
of war-scares. 

Much play has been made with the interest that 
shareholders in companies manufacturing and selling 
war material must have in the extension of their 
business and the incentive they must have to dis- 
courage the propaganda of disarmament. 

Were these companies either the sole or even the 
major sources of income in the case of the persons 
singled out for exposure then there might be some- 
thing plausible about the argument. 

Members of the Society of Friends are much put 
out because of the statement that Mr. Barrow 
Cadbury appears as a shareholder in Imperial Chemi- 
cal Industries Ltd. for 30,875 preference shares. He 
is only one of several and holds these (or did hold 
these for, I understand, he does so no longer) in 
trust. They represent an investment in a company 
that has been amalgamated with the arms producing 
branches of the Imperial Chemical Industries Ltd. 
but which was itself in no way connected with that 
other part of the business which was and is engaged 
in the manufacture of arms. 

I have known Mr. Barrow Cadbury for twenty 
years. He was one of the gentlemen who found the 
money to publish my book. How Europe Armed for 
IFar, 1871-1914. He was, I believe, one of the largest 
guarantors. That book was subsequently published 
in Russia by M. Maisky, now Soviet Ambassador to 
this country and, later, by the Commissar for War 
of the Soviet Union, M. Trotzky, as a text-book for 
the Red Army. 

But, if it is ridiculous to suggest that Mr. Cad- 
buiy is likely to be prejudiced by a holding of some 
30,000 shares, what shall we say of the relatively 
small holding to which Mr. Arnold-Eorster had 
reference in the case of Sir John Gilmour (3,066 
shares in Vickers) or the still more insignificant 
holding of Sir Philip Cunliffe-Lister (25 shares in 
Vickers) ? 

The bare facts concerning this interest of M. de 
Wendel are given in the course of a well-argued 
tract entitled The Private Alanufacture and Trade 
in Arms by Mr. Noel Baker who is, like Lord Cecil, 
I believe, connected with the League of Nations 
Union. In this tract and in a section entitled “ The 
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Evil Effects of Private Manufacture of War Muni- 
tions ” and of a sub-section headed “ Armament 
firms have sought to influence public opinion through 
the control of newspapers in their own and foreign 
countries,” Mr. Baker writes: — 

“ Some years ago M. de Wendel, the President 
of the French Comite des Forges, acquired a 
controlling interest in the great French paper, 
Le Joivnuxl des Dcbats. Shortly afterwards he 
bought a controlling number of shares in the 
Temps for his colleague, M. de Peyerimhoff. 
Both papers . . . have opposed disarmament.” 

I have investigated the economic activities of 
M. Fraii 9 ois de Wendel both in Lorraine and in 
Paris. I have done the same in the case of M. de 
Peyerimhoff. M. Francois de Wendel has never 

made a gun in his life. His firm has never made a 
gun. It would be as reasonable to charge Sir Andrew 
Duncan or Sir William Larke of the British Iron 
and Steel Federation with being interested in the 
arms trade as to charge M. Frangois de Wendel 
as President of the Oomite des Forges de France. 
It would be as reasonable to charge Mr. Evan 
Williams of the Mining Association of Great Britain 
as M. de Peyerimhoff of the Comite des Houilleres 
de France. 

I am prepared to give to the President of the 
Royal Commission the sources of my information as 
to the activities of M. de Wendel, M. de Peyerimhoff 
and the firm of Messrs. Schneider & Cie. of Le 
Creusot. I am prepared to give to the public in- 
formation as to the reason why those to whom Lord 
Cecil and, I am sure the same is true of Mr. Noel 
Baker, in all innocence of purpose, have gone for 
their facts, have sought to stir up in this country 
prejudice against the Comite des Forges de France, 
and to name the identity of the persons concerned. 

In this country, I know of one connection between 
an arms firm and a newspaper. It is that of 
Major General Dawnay. He is a director of Vickers- 
Armstrong, Ltd., and of the Economist Newspaper 
Co., Ltd. I do not know that anyone has ever accused 
the Economist of crabbing disarmament. 

Formerly, I am informed, the firm of Vickers, 
Ltd., had two other links with the Press. Sir Basil 
Zaharoff financed in Paris the Excelsior. 

Sir Trevor Dawson in London was a very large 
shareholder in Odhams, Ltd. 

But Vickers, Ltd., has been re-organised since 
those days and I do not think that the present 
directors enjoy the friendship of the Daily Herald. 

Newspapers are certainly influenced by considera- 
tions such as the giving or withholding of advertise- 
ments. Some are even in receipt of subsidies. Here, 
again, I think we can take it that the degree of 
dependence on the advertisement or the subsidy 
tends to determine the degree of the influence 
exercised upon the policy of the paper. Mr. Pollitt 
and I could both give you at least one example, 
but it would concern not an arms firm so much as 
a government which owns and operates its own arms 
factories. 

My impression is not that the newspapers which 
advocate an increase of aeroplanes or a Peace Ballot 
are disinterested, but that they publish very little 
which will not attract and retain customers. Except 
for those newspapers which publish special supple- 
ments and have a wide sale abroad, the custom of 
the arms manufacturers in their role of advertisers 
is of very little value and, again, I have not observed 
that either the Economist or the Manchester 
Guardian shows a disposition to pander to the arms 
trade. 

Therefore, I submit the suggestions and the in- 
sinuations have no substance and can be backed by 
nothing that you, Sirs, are entitled to accept as 
evidence enough to disestablish the innocence of the 
British arms manufacturers. 

Earlier in the pamphlet quoted above and at the 
beginning of his argument concerning “ The Evil 
Effects of Private Manufacture of War Munitions ” 
Mr. Baker refers to a case which has already been 


named repeatedly in evidence before your Royal 
Commission. He refers at some length to 

“ a certain Mr. Mulliner, manager of the 
Coventry Ordnance Works. . .” 

Summing ux> the facts as he appears to know them 
— and Mr. Noel Baker did not become connected 
with Coventry till nearly 20 years after the case 
in question — he says : — 

“ If there were no other storj' extant about 
the work of ‘ Armament Interests ’, the case of 
Mr. Mulliner alone, it seems to me, would 
furnish evidence enough to condemn the whole 
system of private profit from armaments and 
war.” 

Mr. Noel Baker, having summed up the facts as 
he has read them, goes on to say : — • 

“ But Mr. Mulliner’s story does not stand 
alone.” 

I desire to be allowed to submit evidence to show 
why I think he is completely mistaken and why I 
have held for 20 years the exactly contrary belief 
that it does stand alone. 

The full story, Mr. Baker says, is told by the 
late Mr. G. H. Perris in The War Traders. This 
pamphlet was a reprint of a speech made by Mr. 
Perris at the Conference of the National Peace 
Council at Leeds in 1913 in which I took part and, 
after which, Mr. Perris gave me every encourage- 
ment to continue the investigation into this and 
other aspects of the arms trade. In 1914, I 
examined this case in a separate pamphlet and, in 
1916, I devoted to it a special section in my book 
How Europe Armed for War, 1871-lOli. 

Further research showed quite clearly that the 
activities of Mr. Mulliner were part of an 
internecine struggle inside the private arms trade 
resulting from antagonisms caused in Birmingham 
and, later, in Coventry by the entry of the Vickers 
interests into the arms trade of Birmingham and 
their acquisition of an interest in and the furnishing 
of capital to William Beardmore & Co., Ltd., to 
expand their arms trade on the Clyde in competi- 
tion with and immediately below the property of 
John Brown & Co., Ltd., who were the principal 
shareholders in the subsequently created Coventry 
Ordnance Co., Ltd. 

The whole case showed that there was very far 
from being a close “ ring ” of armament firms. 
Between Vickers and John Brown & Co. the very 
reverse was the truth. 

There is just one other case to which I should like 
to make reference because it bears out the argu- 
ment that further research upset in my mind the 
earlier impression of the existence of “a War 
Trust.” 

I can hand in to you the reports of the case 
tried in the Imperial Courts of Japan regarding an 
admiral who was found guilty of taking bribes from 
the shipyard manager at Barrow-in-Furness of 
Vickers, Ltd. 

It is the only proven case of bribery which I have 
ever been able to find and, rest assured, it was not 
for lack of effort to find such cases. It showed that, 
whatever were the close relations required by His 
Majesty’s Admiralty and War Department to bo 
maintained here at home between Vickers and Arm- 
strong Whitworth & Co., they were most fiercely 
competing in .Japan. It was not a case of bribing 
to get a battleship built but of bribing to get the 
contract a.way from a rival British firm. 

Finally, I can give you another from an earlier 
date and concerning a design submitted by the late 
Sir E. J. Reid for two battleships for Chile and 
which negotiations showed quite conclusively that 
Vickers, Ltd. were trying fiercely to take the order 
for guns away from Armstrong Whitworth. 

In the light of these instances drawn from the 
detailed researches I have made into the private 
trade in arms, I submit that the arguments based 
on a tract (which is now the sole one of its kind 
to which the author attaches his name and which 
is not now out of print) critical of the continued 
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“ Private Manufacture and Trade in Arms ” are 
without adequate foundation and cannot be 
supported. 

Further, I would submit, the unstable foundations 
of its manufacturing prosperity in a period of 
grave crisis in industry, once aga,in as during the 
trade depression of 1907-08, pre-dispose the capital 
and labour locally engaged in the engineering trades 
of Coventry to have an altogether unique desire to 
perpetuate a steady demand by the state for war- 
material. 

As a Quaker, I fail completely to see how the 
elimination of the profit taken by absentee share- 
holders, as recommended by Mr. Noel Baker, whilst 
leaving the incentive of the abnormally high wages 
to be expected from making shells and grenades and 
aero-engines and aeroplanes and armoured cars and 
machine-guns, in factories taken over and run by 
the State, is calculated to strengthen the peace 
sentiment of Coventry. 

As an economist who has been at pains to visit 
many factories engaged in the manufacUire, or with 
plant suited to the manufacture, of munitions such as 
are made at Coventry, I have been struck for years 
and in all parts of Europe and the United States 
ever more forcibly by the immense amount of capital 
that needs to be sunk in machine-tools, many of them 
suited only to the execution of some particular kind 
of operation or even of some specific contract. Tile 
tendency throughout the arms industry has been to 
the ever more complete transfer of the factor of skill 
from the mechanic to the machine and so to make 
this form of employment progressively and propor- 
tionately less remunerative to capital and more so 
to labour. Very much of the machinery in course 
of rapid technical transformation and so the subject 
of replacement and of repeat orders I have found, 
in going round British arms factories, to be made 
actually by the workers of Coventry. 

In view of this, I do not wonder that the trade 
unionists of that city should favour less the aboli- 
tion of the manufacture of arms than its nationalisa- 
tion. I do not wonder that they prefer as their 
Ijolitical spokesmen those who leave to them the high 
wages and even hold out hope of making them higher 
by taking away the profit from their employers. 

The tendency to transfer of skill from the mechanic 
to the machine is something which has been pro- 
gressive and has facilitated the elimination of the 
master-gun-maker and the skilled artificer, so leading 
on to the concentration of the manufacture in great 
establishments wherein the standardisation of pro- 
cesses has followed the intense sub-division of labour 
down (and up) the scale of industrial organisation. 
This has led to the ever more numerous contacts 
of one group of capitalists in this industry with 
others at home and abroad. This tendency is in- 
herent in the type of industry whose technique 
makes it available for the alternative manufacture 
of products of the highest metallic quality and the 
finest machine finish and so absolutely compels ever 
greater and greater calls upon and concentration of 
capital. 

Because I am well aware that early writings of my 
own led many i>ersons in the Peace Movement and 
in Labour circles to believe in the existence of “ a 
War Trust ” i.e. of a close “ ring ” of arms manu- 
facturers internationally organised to make profit out 
of “ armour-clads”, and because the conditions under 
which I was writing in war-time made it impossible 
and undesirable to say many things about the arma- 
ment firms and the goverments which I could have 
said in time of peace, I desire to take this oppor- 
tunity of correcting a bias against the truth which 
I feel I have helped to create. 

When starting out upon my researches in 1912-13 
I attached an altogether undue significance to two 
internationally owned companies interested in the 
manufacture of armour-plate. 


One of these had developed in the nineties and, 
finally, had been organised and registered in this 
country in July, 1901, nominally ” to carry on busi- 
ness as manufacturers of armour plate ”. Actually, 
it did no more than amalgamate the control of the 
Harvey, Charpy and Krupp processes for the manu- 
facture of armour-plate. It became evident to me as 
I pursued my researches that it contented itself with 
regulating, renting and allocating the royalties from 
what were a series of American, French and German 
patents that were, I was later to discover, even then 
coming to have little technical importance. 

The other was an endeavour on the part of the 
armour-plate and gun-producers of most countries 
to break the international monopoly control of nickel 
which the scarcity of this essential alloy of armour 
and of gun-steel had placed in the hands of a group 
of finance houses interested in the monetary and the 
munition-making metals: — silver, zinc, copper, tin 
and nickel. 

One of these companies — which I found first and 
took to suggest the existence of a close “ ring ” of 
arms makers — was the Harvey United Steel Co., Ltd. 
It had obvious contacts with the United States Steel 
Corporation. 

The other was the Steel Manufacturers’ Nickel 
Syndicate Ltd. and that seemed to have especially 
close contact with the Bethlehem Steel Corporation, 
also of the United States. 

Both these companies were registered in 1901 and 
seemed to have their headquarters in the London 
offices of and to be closely connected with Vickers 
Sons and Maxim, Ltd. 

This year 1901 was that in which Vickers secured 
the lease of the Holland submarine patents, after- 
wards taken over by the Electric Boat Company of 
the United States. 

I submit that the coincidence of these happenings 
was bound to lead to misunderstanding especially in 
view of the fact that the critics of the arms trade 
were all under the influence of a Liberal economist 
of pronounced Free Trade as well as Pacifist bias 
who attached immense importance to the artificial 
tendencies towards the formation of cartels and com- 
bines and of the influence of the persons promoting 
these on what he called “ Modern Imperialism.” 

I published How Europe Armed for TT’ar and the 
whole of my writings on the arms trade whilst still 
under the influence of this Liberal economist (Mr. 
J. A. Hobson) and before the issue of the Report of 
the Federal Trade Commission of the United States 
on “ Co-oiDeration in the American Export Trade ” 
made available in detail the facts re the existence of 
the quasi-natural monopoly of the metals to which 
the Steel Manufacturers’ Nickel Syndicate was the 
consumers’ defensive retort. 

I refer to the far more closely-knit and certainly 
all-world combination ijrofiteering out of war- 
preparedness, viz. ‘‘the M'etallbank ” and ‘‘the 
Metallgepelkchaft,” both of Frankfort-on-Main. 

The coincidence of the battles of Verdun and of 
the Somme caused me to consider the problem now 
and henceforth to be presented of the supply of the 
prodigious masses of metal and the vast stores of 
chemicals being used in the new warfare of fixed 
positions. Gone were the days of occasional naval 
actions with a relatively few broadsides and of inter- 
mittent military engagements in the field with a 
few hours of heavy cannonade and a few minutes of 
intensive machine-gun fire. To the levy en masse 
and the employment of the artillery train with 
which Napoleon I had ushered in the nineteenth 
century had been added ail the mechanical, chemical 
and metallurgical technique aijplied to industry 
throughout a hundred years. Railway and auto- 
mobile transport had made practicable the barrages 
of tbe Western Front and the advance of the sub- 
marine had necessitated by sea as well as on land a 
quantitative change in the demand for and the 
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supply of armaments which had rendered inadequate 
the old system of supply of armaments and was, 
after the war, to complete that ruin of the old arms 
trade of which, seemingly, the pacifists are even yet 
not aware and which they seem inhibited by their 
outlook on the material world from being able to 
appreciate. 

I submit to you that there is a profit to be made 
out of arms supply not only — or, for the reasons 
already indicated earlier in this Memorandum, so 
much— at the finishing end of the manufacture as by 
those who are engaged in the buying and selling of 
the metals. In war-time there is for these not so 
much competition in supply as in demand, and the 
material is, for the most part and in the very nature 
of the case, not capable of recovery and of melting 
down again as is the scrap-metal made available in 
peace-time. Then, there are those who are equipped 
to replace the vast and varied set-up of machine- 
tools upon which the wear and tear of war-time is 
far in excess of anything experienced in peace-time 
and which must at all costs be kept to the highest 
rate of production and degree of precision. 

In normal times and, more particularly, in a 
period like the present there is a disposition to 
defer replacements of machinery and severely to 
ration supplies of basic materials used in the 
engineering and the chemical industries. If the 
motive of self-interest is as strong as the idealists 
allege it to be in others than themselves and those 
who think with them politically, then it appears 
to me that mining and metal interests, machine- 
tool makers and even trade union officials and rank- 
and-file trade unionists connected with the metal, 
machine and armament industries may be expected 
to favour orders for machine-guns rather than stand 
idle. In view of the success of the Peace Ballot in 
the arms making centres, however, this theory can 
scarcely be entertained. 

Economic motives are powerful, but so also are 
the feelings common to capitalists and wage- 
workers. The president of the Disarmament Con- 
ference had three sons. He lost one in the War. 
The chairman of Vickers, Ltd., had two sons. He 
lost both of them in the War. 

I suggest that experience has persuaded all 
thoughtful persons, regardless of their divergent or 
their conflicting economic interests, of the wasteful- 
ness and the horror of war, and that we may dis- 
count almost completely motives which may have 
had much influence in the days of the long peace 
that preceded 1914. 

Eliminating the personal factor and passing from 
the subjective influence of shareholders and directors 
to the impersonal factor of the arms manufacture 
and trade vis-d-vis other aspects and as a part of the 
totality of the economic system, is it not reasonable 
to seek the motive of those who stress the importance 
of the arms manufacture in the theories which they 
entertain as to the place it occupies in the evolution 
of capitalism.? 

I submit that we have in the writings of Lenin 
on Imperialism and of the theoretical studies of 
the economists of the Soviet Union and of the Com- 
munist International (e.g., Varga’s Decline of 
Capitalism published in 1928) the visible cause of the 
renewal in 1928 of the imopaganda against the 
British and the American armament manufacturers. 

I submit that we have in the desire and the deter- 
mination to check the recovery of British national 
economy from the economic and political crisis which 
reached its nadir in 1931 the revival of the literary 
offensive against Vickers- Armstrong, Ltd., in 1932. 

I submit that the Communist and sympathetic 
writers of The Secret International, The Bloody 
Traffic, Patriotism, Ltd., and similar literature in 
this country and in the United States, have shown 
by the consistent suppression of facts concerning the 
armament of the Soviet Union the nature of and the 
motive of their bias. I submit that they have con- 
sistently sought to demonstrate the truth of their 


contention that capitalism (and all varia,nts of that 
system outside of the Soviet Union) is only being 
rescued from collapse by the intensification of war 
preparedness and the allocation of orders for war- 
material to the firms which they alleged to have 
been reorganised by or with the aid of the Bank of 
England. I submit that, from the logical extreme 
of Mr. Pollitt to the liberal draughts made by the 
League of Nations Union and the National Peace 
Council upon the literature of the Leninists, the 
case presented is not based on dispassionate and de- 
tailed economic study but follows more or less 
logically out of the political propaganda of the 
people who invented the story of “ the bankers’ 
ramp ” and seek now a moral justification for a 
partisan onslaught on the private ownership of the 
banks and the heavy industries. 

I am prepared to submit evidence to show the 
connection of this campaign against certain firms in 
Britain, the United States and France and Czecho- 
slovakia with the theory and practice of the 
Soviet’s First and Second Five Year Plans, and to 
that end draw your attention to the circumstances 
attendant on the arrest and prosecution of the 
employes of Metro-Vickers. 

Were I appearing here as the representative 
spokesman of the Society of Friends I should need 
to inform you that I was committed to the principle 
of unilateral disarmament. Yielding to none in my 
endeavour to remove the cause of all war — class-war 
included — I am unable to subscribe to that par- 
ticular method of applying my peace testimony to 
the world as I know it. 

What I have seen and read and heard of the 
technique of arms and of arms manufacture in this 
country and elsewhere convinces me that the first 
problem to which you should apply yourselves is as 
to the best method to reorganise, reconstruct and 
maintain the means for the extremely rapid manu- 
facture, should need arise, of aerial, anti-aircraft 
and mechanised army equipment as well as the 
launching and coj^pletion of ships to make good 
sinking by submarines and of ships to counter the 
submarines. 

Since the Royal Arsenal and Small Arms Factory 
and the Royal Dockyards of Sheerness, Chatham 
and Portsmouth are survivals from altogether 
different conditions of warfare by sea and air and 
a very considerable part of the plant belonging to 
Vickers-Armstrong Ltd. and other engineering and 
chemical concerns contributory to the manufacture of 
war material is located in areas vulnerable to air 
attack there is need of an immense overhaul of the 
existing means of manufacture. The question 
must immediately arise as to how far it will be 
possible to raise the capital within the limitations 
of the present system of private enterprise conducted 
for private profit. I do not think that the money 
market will make available this capital as a com- 
mercial proposition upon the scale and in the time 
within which it is needful to collect and apply it 
to the erection of new workshops and the transfer 
of plant and labour to the west coast and the other 
areas beyond Birmingham and Sheffield in which 
the national reserve factories should be situated. 

Sentiment being such as it is on the subject, it 
seems extremely improbable that Capital would 
provide the money with a view to profitable invest- 
ment or that Labour would give of its best were 
there any reason to suspect that munitions were being 
produced other than with a view of the national 
and the imperial defence. 

First and foremost, reserves of iron-ores from 
North Africa and Spain and of bauxite and non- 
ferrous metals should be accumulated forthwith. 
These should be adequate to enable the munitions 
to be made in the event of a partial blockade of 
these shores. Such reserves would not be an economic 
proposition from the standpoint of the metal and 
mineral industries and they should be bought and 
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stored for an emergency by the government. Next, 
there is need of alternative coke-oven and gas- 
producer and similar auxiliary equipment to that 
already in existence at our steel plants. For com- 
mercial demand the existing equipment is at least 
adequate but the peril of explosions caused hy aerial 
attack needs that non-economic reserve plants shall 
be provided or, at least, planned to be erected 
instantly at the expense of the government. Fac- 
tories planned for swift erection; factories with the 
foundations in situ and the roads laid to them ; 
factories built and needing only the installation of 
plant and the turning on of power; factories iwith 
the machinery already in and waiting only the move- 
ment into them of workers from the nearest centres 
by rail, road and motor-boat : these should be pro- 
vided in every Pennine dale, in every Scottish glen 
and in every Welsh valley ... at once. 

Experts are agreed that we are not in a ^ condi- 
tion to make the munitions we should — I think we 
are soon going to — require, save at points where 
attack from the air would work appalling holo- 
causts of life and awful havoc to communications— 
e.g., Enfield, Woolwich, Coventry, Sheffield, East 
Manchester, Derby. 

Factories so split up into small units and located 
in the hills cannot be efficient competitors in the 
world market or contribute in any real sense to the 
economic reinforcement of our industries under peace- 
time conditions of commercial demand. Exceptions 
there may and, probably, will be ; but, apart from 
the employment they will furnish during erection, 
they will do little to lessen the problem of unem- 
ployment in the distressed areas. The three great 
steel-works of which we have urgent need to com- 
plete the basis of the north-west Mast arsenal might 
become eventual assets to the iron and steel in- 
dustry but, if they were commercially needed, then 
there is no reason to suppose that they would still 
remain to be built. 

The reserve arms factories should certainly be 
owned by the state and, I am inclined to believe, 
in the event of their being so set up, the existing 
arms manufacturers would ask to be relieved of their 
plants and would gladly withdraw themselves into 
tlie position of a second reserve of national muni- 
tions supply. I understand that they do not see their 
way clear to sink further capital in plants having a 
utility limited in time and in freedom of applica- 
tion to manufacture for commercial demand. 

The manufacturers of machine-tools and all those 
who would be called upon to furnish structural steel, 
to execute the public works contracts involved in 
erection, as well as those dealing in the metals and 
the bases of Chemical industry would need to be 
limited as to their profits but, otherwise, should 
continue owned and operated as before. Nationalisa- 
tion of industry may be deemed desirable on other 
grounds. I am not in favour of its surreptitious 
introduction under the guise of national or even of 
imperial defence. 

732. Chairman : There are one or two questions I 
should like to ask you, and the first one has refer- 
ence to the two last paragraphs in your statement, 
where you indicate that in your view the reserve 
arms factories should certainly be owned by the 
state. The question I want to ask you is ; Are you 
in this statement assuming that if the reserve arms 
factories are oiwned by the state the existing arms 
manufacturers should be allowed to continue then 
business, including export business ? 

Mr Walton Newhold : I think the existing arms 
manufacturers have so little export business and the 
amount of home business that they ivould have under 
such circuinstaiices would be so small that, whilst 
they might be allowed to do it, they are not so 
foolish as to wish to continue to lose money inde- 
finitely, and therefore I cannot see them carrying on, 
and I cannot see them raising the money necessary 
to carry on. 


733. Chairman : But then you would allow them to 
continue their export business? 

BIr. Walton Newhold : I have not considered this 
question of the export business in great detail because 
I think that the whole talk about it is founded on 
misconceptions. I think there is very little export 
business indeed going on. 

734. Chairman: Yes, but you realise, do you not, 
that if all export business were forbidden the result 
would be that the existing arms manufacturers would 
be closed down in the event of war? 

Mr. Walton Newhold : I think so. I think it is 
highly probable that they would. 

735. Chairman: And that would necessitate uni- 

lateral nationalisation in this country ? 

BIr. Walton Newhold: I think that in any case 
we shall have to reconstruct our factories at the ex- 
pense of the government. I cannot see any other 
way out. I do not think the money can be obtained, 
because it is not a commercial proposition. After all, 
war is something which nobody wishes to have. 
Armaments are an insurance against a very problem- 
atical disaster, and war to-day, on the monstrous 
scale that it is waged to-day, is not something in the 
nature of the wars of the middle of the seventeenth 
century, the eighteenth century, or the nineteenth 
century. 

736. Chairman: You have indicated that, although 
you are a member of the Society of Friends, you do 
not agree with them in their view as to the principle 
of unilateral disarmament? 

BIr. Walton Newhold : Certainly not. 

737. Chairman: Would you mind giving us your 
reasons in greater detail for that view ? 

BIr. Walton Newhold : I personally am a member 
of a body of people who generally do not fight. The 
problem was not presented to me in the last war 
because I was physically unfit for any work whatso- 
ever of that character. The Society of Friends 
consists of some 25,000 people in this country, most 
of whom I suppose take this kind of view of unilateral 
disarmament; but in the late war one-third of them 
served with the Forces, one-third of them went into 
relief work and one-third of them took the opposite 
point of view; because the essence of Quakerism is 
not peace ; the essence of Quakerism is the prompting 
of the divine spark within a man, and it may put one 
man in one direction and another in another. Now 
then, I am a democrat. This country has decided 
that ’it is going to have armaments of some kind or 
another. I can see no earthly chance in this country 
in my time of people being won to non-resistance. 
If we are to have armaments, then they must not be 
armaments or armament manufacture such as that 
with which this country found itself in 1793, in 1804, 
in 1854, when the whole national capacity was in 
chaos, when the arsenal failed us, when every gun 
contractor failed to give us the stuff. We must be 
in a condition where when we want to make the 
material we can make it efficiently. We must re- 
member that this is a country in which people are 
pacifist in peace-time in vast numbers, but personally 
I do not tbink there is a non-resister on your Com- 
mission. There may he non-resisters in some places. 
There are a great number of people suffering from 
war weariness. There are a great number of people 
who wish to disarm this country, or at any rate a 
certain number of people. Those people are not 
pacifists and deserve no consideration as sucli. 
Therefore we are reduced to some 25,000 people who 
in a crisis will still say, “I will turn the other 
cheek ” If I were a Fascist or a Communist I might 
take the view that those 25,000 people were entitled 
to dictate to the 45 million people, but if I am a 
democrat I cannot take that position at all and 
therefore I say that it you are going to fight it 
you are prepared to have munitions, then get them 
ready in advance and do not let us have men killed, 
and wars continued, and costs piled up, and social 
services in perpetuity ruined, in the way they were 
at the outbreak of the last war by the kind of un- 
preparedness with which we were presented in 1914. 
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738. Chairman: You said in your statement: “The 
tendency throughout the arms industry has been to 
the ever more complete transfer of the factor of skill 
from the mechanic to the machine and so to make 
this form of employment progressively and propor- 
tionately less remunerative to capital and more so to 
labour.” Now I do not quite follow the argument 
in reference to “ more so to lal>our.” Is not the 
result the employment of less labour? 

Mr. WaUon Neirbold: No, because constantly 
in an industrj’ like that of keeping up-to-date the 
equipment of the Air Force and the continuous 
improvement of shells and shell fuses and the con- 
tinuous improvement of guns and so forth, you are 
constantly requiring more and more machinery to be 
made, you are needing constant replacement, and 
you find that as war goes on progressively you get a 
greater and greater demand for labour, and that 
labour does not need to expend time very much in 
learning extra skill. The skill factor is going out but 
you are constantly having fresh machine tools coming 
in. I think there has not been anything like enough 
attention given to the effect of the peculiar con- 
ditions of war demand upon the kind of labour em- 
ployed in war factories. The amount of labour 
employed in rhe actual production of the shell gets 
less and less; that engaged in the production of 
everything to make the shells gets more and more. 

739. Chairman : You also refer to a tract “ which is 
now the sole one of its kind to which the author 
attaches his name ”. I do not know whether it is 
one that we have or not; hut have you any objection 
to giving the name of the author so that we can 
trace it? 

Mr. Walton Neivbold : Hawkers of Death: The 
Private Manufacture and Trade in Arms, by Philip 
Noel Baker. 

740. Chairman : We have it; then I know what it is. 
Then you refer to the bribing of a Japanese official. 
What date was that? Was that 1910? 

Mr. Walton Newbold: I have the report here in 
the Japanese Weekly Chronicle of 23rd July, 1914, 
an article on “ Corruptive competition. Another 
strange chapter in the history of the naval scandals 
is brought to a close by the judgment of the Tokio 
Court in the Mitsui Vickers case ”. 

741. Chairman: Was the date of the actual bribe 
1910? 

Mr. Walton Newbold : Yes. 

742. Chairman : You say you have made exhaustive 
searches, inquiries, in reference to this question of 
bribery and this is the only case you have been able 
to discover? 

Mr. Walton Newbold : The only provable case. 
There may be others. 

743. Chairman : Are you referring to this country 
or abroad? 

Mr. Walton Newbold: I have heard of a case 
of the firm of Skoda which has been accused of 
bribery in a certain state in South-Eastern Europe. 

744. Chairman : If it is a matter which has not been 
mentioned before I do not think I want you to refer 
to it; hut I only wanted to know when you were 
referring to your inquiries whether you had con- 
fined them to this country or not? 

Mr. Walton Newbold : Oh, certainly not. 

745. Chairman : Then you say : “ Mr. Pollitt and I 
could both give you at least one example, but it 
would concern not an arms firm so much as a govern- 
ment ”. I can quite understand that you do not 
want to mention, nor do I wish to mention, the 
government, but I think the Commission would like 
to know the Government you are referring to, and 
therefore will you give the name to the Secretary? 

Mr. Walton Newbold : Yes, certainly. 

746. Chairman : And the same I would ask you to do 
with reference to the sources of information which 
you refer to at the bottom of the second paragraph 
of your statement, in which you say : “ I am pre- 
pared to give to the President of the Royal Commis- 
sion the sources of my information ”. You would 
add to that the Commission generally ? 


Mr. Walton Newbold: I think it is not desirable 
that we should mention any more than is necessary 
the officials of friendly powers who may have given 
information to any of us. 

Chairman : But I think the Commission should 
be seized of the information to which you are re- 
ferring. Those are the only questions that I have to 
ask you. 

747. Dame Pachel Crowdy : First of all I should like 
to go back to a question which the Chairman has 
just asked, to ask Mr. Newbold if he would define 
to us what he considers comes under the heading 
of a bribe or bribery. 

Mr. Walton Newbold: I consider that that is a 
matter which varies with the standard of morality 
of the country in which business is being done and 
the standard of morality of the peoiile doing busi- 
ness. I can conceive that business methods in the 
country of Ruritania in South-Eastern Europe, which 
1 visited some years ago in a semi-official capacity, 
are very much different, seeing that the editor of 
their chief economic paper followed me to the rail- 
way station and followed me along the platiorm at 
the railway station, iminting out that it would not 
be possible for us to get any contracts in Ruritania 
unless we were prepared to grease the officials and 
the people placing the contracts. I should imagine, 
knowing the United States pretty well at any rate, 
and having seen something of the conditions under 
which public works contracts were being given out 
in 1933, that they have a very much more liberal 
interpretation of what constitutes a fair business 
practice than would be accepted in a British court of 
law, let alone in leading Nonconformist circles in 
this countrju More than that I would not like to 
say; and the question then arises as to how far a 
big emijloyer of labour in this country is to forego 
exi>ort trade, or how far he is to forego his prin- 
ciples. After all, practically all commerce carried 
on outside of the few countries in North-Western and 
Central Europe is characterised by what would be 
called in this country grave irregularities, and I 
think we are face to face with this problem of how 
far we can retain our foreign markets if we are to 
resort to Christian or to legal practices. I think it 
is impossible to define 

748. Sir Philip Gibbs: Are you in favour of bribery? 

Mr. Walton Newbold : No, of course I am not. 

749. Sir Philip Gibbs : You seem to suggest it. 

Mr. Walton Neivbold: No, I do not. I merely 
try to face up to the facts of life. 

760. Sir Philip Gibbs : Admitting bribery as one of 
them? 

Mr. Walton Newbold: I think that it is a case 
where you have got to abandon the market. 

751. Sir Philip Gibbs : And you would prefer, there- 
fore, not to abandon the market and to indulge in 
bribery ? 

Mr. Walton Newbold : I think that if I was an 
employer of labour on a large scale I should have 
to think twice before I refused to resort to bribery 
to get a foreign contract. 

752. Sir Philip Gibbs : Therefore may I take it that 
you are in favour of bribery? 

Mr. Walton Newbold: I, personally, should 

prefer leaving the business rather than carry on. 

753. Dam e Pachel Crowdy : If I may continue, Mr. 
Newbold has not really quite answered my question. 
I probably put it badly. Having worked with a 
certain number of governments in Geneva, I should 
imagine that there are different interpretations of 
different labels for honour, but what 1 really want 
to know is not how the governments interpret 
bribery, but how Mr. Newbold himself interprets it, 
which is quite a different thing. I think he says 
that he only knows of one case of bribery. When 
he says that, what does he mean in that case exactly 
by bribery? That is what I am really trying to 
get at. 

Mr. Walton Newbold: In this case it was a 
matter of an agent to the firm of Vickers desiring 
an order for a battleship for their clients, Vickers, 
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and I believe that the sum of money which they 
made available was 400,000 yen, and thereby it is 
believed that they took the contract away from a 
more ancientl 3 ’ established firm in the trade. I 
should call that bribery of the grossest kind. 

754. Dame Bachel Cnowdy : But is there anything 
else that you would include under bribery except 
pourhoire of that nature? 

Mr. Wolton Newbold : Oh, many things— titles. 

755. Bame Bachel Crowdy : And you have never 

come across any other case of bribery whatsoever in 
connection with your investigations into the arms 
trade ? 

Mr. Walton Newbold : I did not say that. Dame 
Rachel Crowdy. I said that I had never found 
another case which I could establish in a way that 
would be appreciated, I think, in a court of law. 

756. Dome Bachel Crowdy : Do you include commis- 
sions, whatever one may call them, given to govern- 
ment officials who expedite the putting out of con- 
tracts to certain firms? Does that come under your 
heading of bribery? 

Mr. Walton Neiobold: Yes, if you can find a 
case and prove it. 

757. Chairman: Yes; but what I think Dame Rachel 
is asking you is what kind of operation would you 
include in bribery? Of course, in this country it 
is a statutory offence. 

Mr. Walton Newbold: Exactly. 

758. Chairman : And it is defined ; you know it is 
defined ? 

Mr. Walton Newbold : I know. 

759. Chairman: And it is so widely defined that it 
covers every case of what is known broadly as 
bribery? 

Mr. Walton Newbold : Yes. 

760. Chairman : And you would accept that defini- 
tion ; I mean every means ? 

BIr. Walton Newbold : Exactly— in this country ; 
but I have found, going around the world, that it 
is impossible for people in certain countries to under- 
stand that things can be like that. 

761. Chairman : Quite. I ,think what Dame Rachel 
Crowdy wanted to know was whether you were con- 
fining your statement to one particular kind of 
bribery ? 

BIr. Walton Neiobold : Oh no ; I think there are 
innumerable forms of briber}^ and blackmail. 

762. Bame Bachel Crowdy : And you have only come 
across this special case as proved? 

BIr. Walton Newbold: This special case is 

absolutely proven. I think nobody has ever thought 
of challenging it. 

763. Bame Bachel Crowdy: And you know of no 
other case as proved? 

Mr. Walton Newbold: No. 

764. Bame Bachel Crowdy: Then you say: “ I 
prepared to give to the President of the Royal Com- 
mission the sources of my information as to the 
activities of M. de Wendel, M. de Peyerimhoff and 
the firm of Messrs. Schneider & Cie. of Le Creusot. 
I am prepared to give to the public information as 
to the reason why those to whom Lord Cecil and, i 
am sure the same is true of Mr. Noel Baker, in all 
innocence of purpose, have gone for their facts, have 
sought to stir up in this country prejudice against 
the Coniite des Forges de France and to name the 
identity of the persons concerned.” I feel it is not 
indiscreet to ask this question as you faid “I am 
Xirepared to give to the iiublic information. Could 
you give us some of that information, or am I to 
assume that in a way it is answered in the later 
paragraph in which you say what you think was 
the origin of the propaganda against the armament 

manufacturers. . 

BIr. Walton Newbold : No, I do not think it is 
at all under that pi,ragraph. I think that the 
matter comes under an entirely different heading. 

765. Bame Bachel Crowdy: Then would you very 
kindly answer? 


BIr. Walton Newbold : I am referring to the 
activities of the organisation which publishes 
Patriotism, Ltd., and The Secret International. 

I am referring to the activities of an organisation 
founded by B. D. Morel, which has persistently pur- 
sued over a period of years the policy of criticism of 
French interests, suppressing facts, in my opinion, 
that are not relative to (i.e. do not support) the 
attack upon France. I think that we have to go back 
to the whole sordid story of the struggle for iron ore 
in Africa and in Spain before the War, when it was 
desired to keep the French from developing those 
wonderful resources of iron ore which are absolutely 
indispensable to the manufacture of gun steel. You 
can make shell steel out of basic iron ores. Y’'ou 
cannot make gun steel and you cannot make the 
finer armament steels except out of the materials 
that are called haematite ore. Now, the Germans set 
out to establish a monopoly in the control of haema- 
tite ore in Morocco. My authority is The War of 
Steel and Gold, by H. N. Brailsford. That is the 
written authority. I have had it on many occasions 
from mining engineers .who were operating in that 
part of the world. Now, I have watched this con- 
sistent attack on the attempt of Britain and France 
to prevent the monopoly control by Germany. I 
have watched the consistent attempt to sow ill-will 
between this country and France through alleging 
that the French, in particular, are under the in- 
fluence of big interests. I have seen the consistent 
suppression of facts in the case of Germany and in 
the case of Russia, and I can draw no other con- 
clusion myself than that these people are, either in 
woeful ignorance or in wilful error, seeking to drive 
this country and France apart and to prejudice the 
relations of this country with France. I do not know 
what reason may be behind it; it is not pertinent 
for me to say; but I do know, at every single point 
where I could block them, I have blocked them. The 
reason why I went to Motherwell in 1918 was to 
prevent the selection as a Labour candidate for a 
great steel-producing locality of a person of the 
character of E. D. Morel, and I think that the tra- 
dition of E. D. Morel is maintained by the Union of 
Democratic Control. That is the body to which I 
refer and the people to whom I refer. I think it is 
contrary to the public interest. 

766. Bame Bachel Crowdy: Then I have one other 
question. You say : “ I submit that the Communist 
and sympathetic writers of The Secret International, 
The Bloody Traffic, Patriotism, Ltd. and similar 
literature in this country and in the United States 
have shown by the consistent suppression of facts 
concerning the armament of the Soviet Union the 
nature of and the motive of their bias.” May I ask 
you who is the author of The Bloody Traffic. 

BIr. Walton Newbold: Mr. Fenner Broclnvay is 
the author of The Bloody Traffic. 

767. BIr. Spender: Just to get this clear, j'ou are 
in favour of the state taking over the manufacture 
of armaments, but on strategic, if I may so call 
them, and not on moral or economic, grounds? 

BIr. Walton Newbold: No, it seems to me a 
matter of indifference whether you kill a man with 
a state-manufactured gun or a gun made for private 
profit. My attitude is entirely based on strategic and 
economic grounds. It is a disagreeable necessity. 

768. BIr. Spender: I understand that. A’ou say, 
having made up your mind that armaments are 
necessar^^ and that unilateral disarmament is im- 
possible, you desire efficient and sufficient armaments, 
that pacifism is not promoted by inferior armaments? 

BIr. Walton Newbold: I think that pacifism 
may be promoted by complete disarmament or else it 
may be promoted by efficient armament ; but I ^nnot 
see anj' purpose that is to be gained by inefficient 
armament. 

769. BIr. Spender: Now, with regard to these 

interests, whether the manufacture of armaments is 
undertaken by the state or by private firms, I sup- 
pose it would stiU be true that certain great 
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interests, the great basic industries, would have an 
interest, a motive, for desiring them to be kept at 
a high levell.!’ 

Alv. Wulton Newhold: Weil, it all depends how 
far they are to be defined as armament firms. 1 
went over Elswick in 1914, and I went over Beard- 
more s in 1914. At that time they were engaged 
almost entirely in armament work. I could not 
honestly say, after being over Elswick in the last 
sis weeks, that they were excttusively engaged on 
armament work. It would be absolutely impossible 
to say, unless you were grossly mis-stating the fact, 
that a firm like the Birmingham Small Arms Com- 
pany, or a firm like the English Steel Corporation, or 
a firm like Vickers-Armstrongs at Barrow to-day 
were primarily engaged in the manufacture of arma- 
ment materiall. They are much more heavily en- 
gaged in the manufacture of material for commercial 
and luxury automobiles, they are much more engaged 
in the manufacture of all kinds of material for public 
works of one kind or another. No doubt when you 
all visit the representative factories of this country, 
as I have no doubt you are going to do, you will see 
what is being carried on there ; but quite frankly, I 
believe that in the case of the Birmingham Smalll 
Arms Company you will receive information which 
will show to you that not one single department of 
their business has in the last five years done 10 per 
cent, of exclusively armament work. I could not 
give you the figures precisely. I do not know 
whether you desire them to be kept confidential. I 
do not know whether the firms desire it, but I have 
deliberately tried to find the proportion in case after 
case. Now, if you go to Woolwich Arsenal, of course 
you will find that everything there is at present war 
work, but if .you go to the arms manufacturers, you 
find that you are dealing with general engineering 
concerns. I expect that you have had, or will have, 
the various catalogues. I have a collection of 
catalogues from practically every big engineering 
firm in Europe. I have got three typical examples 
here, if the Commission like to have them. As an 
economist who studies the development of the heav.y 
engineering and steel industries, naturally I try to 
know something about them, and I have here one 
for lyrupp, one for Schneider, one for Vickers. If 
you like to have them, you are welcome to have them, 
and if you like to have them for a dozen other works 
I will provide them for you by to-night. The arms 
trade to-day is not an arms trade as it used' to be. 

770. Mr. Spender: I am afraid I did not quite make 
my point clear. It is suggested to me by what 5 ’ou said 
about the Comite des Forges. I do not pretend to 
have any intimate knowledge about that subject, but 
we have had a good deal of evidence to suggest that 
the agents who have been most active at armaments 
conferences at Geneva and elsewhere have not been 
appointed by the armament firms, but by the great 
industries, the shipping industry and the iron and 
steel industry, and it would seem to follow from 
that that whatever organisation you have, whether 
it is state or private manufacture, these great in- 
dustries would still, if we are thinking of it in 
economic terms, have a motive for agitating as they 
do agitate? 

Mr. Walton Newhold: I think that the nickel 
interests willl always have a motive, because nickel 
is so enormously used in armaments, more, I believe, 
in armaments than in anytliing else. I should think 
that the zinc interests and the copper interests would 
also have to watch. I do not think it necessarily 
means that because they are watching what is 
happening at Geneva, they are doing more tlian 
watching the possibilities of their trade. 

771. Mr. Spender: Well, I think that is possible. I 
am not suggesting that it is necessarily a serious 
interference. The only thing is that whatever organ- 
isation you have for making armaments, you wouild 
have a great number of interests who will naturally 
have a motive, or would Qike to see that trade active? 

Mr. Walton Newhold: You will always have 
people like Mr. Shearer. 


772. Mr. Siiender : You may carry it to the making 
of boots and shoes? 

Mr. ITalton Newhold: You will always have 
people like Mr. Shearer, and he will probably get 
the sack afterwards, like Mr. Mulliner got the sack 
at Coventry Ordnance. Sudi people are to be found 
in all business life, and in all professional life, but 
I do not think it is quite reasonable to say that Mr. 
Shearer is typical, or to say that Mr. Mulliner was 
typical. I think they are exceptions. If you look all 
over the place and you find no more examples you 
are bound to say they are exceptions ; and that has 
been my experience. 

773. Sir Philip Gihhs : You started by saying that 
“as a member of the Society of Friends I was con- 
cerned to remove the causes of war.” Are you still 
concerned ? 

Mr. Walton Newhold: Exactly; but I do not 
think that this is removing the causes of war. 

774. Sir Philip Gihhs : Because, in your general 
argument, you do not deal very much with the 
causes of war, but you seem to take it for granted 
towards the end of your statement that war is going 
to happen? 

_ Mr. Walton Newbold : Yes, I think it is. 
tto. Sir Philip Gihhs: And you wish to make 

factories in every Scottish glen and in every Welsh 
valley ? 

Mr. Walton Newhold : I did not sa 3 ’ that, if you 
will read 

I iQ. Sir Philip Gihhs: I want to know. You seem 
to have abandoned, in this statement, any attemjit 
to remove the causes of war. 

Mr. Walton Newhold: I am not concerned, 

according to the terms of reference of your Com- 
mission, with the means of abolishing war. I could 
give that evidence before a commission if it was 
instructed to explore that subject, but your Com- 
mission has not been so instructed. 

777. Sir Philip Gihhs: Then I wish to ask another 
question. You say you reject the theory that manu- 
facturers contribute to the promotion of war scares. 
You state that, do you not? 

Mr. Walton Newhold: Yes — not seriously. 

778. Sir Philip Gihhs: If so, do you reject all the 
available evidence which is accepted by people like 
Lord Cecil and Lord Davies, and also the League of 
Nations itself which, in an early paragraph in a 
convention, took for granted that the private manu- 
facture of arms was the cause of many abuses. Do 
j'ou reject all that? 

Mr. Walton Newhold : Yes, I reject it because 
I think it is based on a one-sided criticism of the 
people concerned. You have not yet, I think, heard 
the case for the defence; you have only heard the 
case for the prosecution. I represent neither party, 
neither the defence nor the prosecution, but I do 
always wish to hear the case for the defence as well 
as the case for the prosecution. 

779. Sir Philip Gihhs : Certainly. 

Mr. Walton Newhold : I think there have been 
some very loose statements made, and I think I heard 
a loose statement withdra.wn in this very room 
j-esterday afternoon. 

780. Sir Philip Gihhs: Now, in your statement you 
rather suggest that the Mulliner case which has been 
referred to so often is not of very great importance 
because it was the rivalry between one firm and 
another in endeavouring to get an order ; but do you 
therefore also reject the evidence of Mr. Winston 
Churchill and of Lord Haldane at the time, that the 
statements put forward by Mr. Mulliner were 
accepted for a time by the British Government and 
led to an increase in the British Navy which was 
afterwards found not to be justified by Mr. 
Mulliner’s statement? Do you reject that? 

Mr. Walton Newhold: I am not going to be 
drawn, Sir Philip, into an answer to that kind of a 
question. I am quite prepared to deal with the 
Mulliner case in great detail if you so desire, and 
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to give you the facts ; but I would draw your 
attention to the fact that the government is very 
often responsible for the things that firms get 
blamed for, as it is not always deemed in the public 
interest good that the government should appear 
either in national or in international negotiations, 
and I have repeatedly found cases where the people 
to blame were the government. The Coventry 
Ordnance Company were persuaded to go into the 
business by a government, and then, when the 
government was defeated at the general election, the 
next government did not pursue the same policy. 

I do know perfectly well that in the case of Mr. 
Mulliner, when trade got very bad in 1907 and 
1908, he’ got extremely alarmed; so did the chair- 
man of his company get extremely alarmed. I do 
not for a single moment imagine that the chairman 
of the company. Lord Aberconway, ever had any 
approval of the word of the managing director. I 
think it was contrary to the whole characteristic of 
him. 

781. Sir Philip Gibbs: Do you think that Mr. 

AVinston Churchill and Lord Haldane were misin- 
formed when, in their books subsequently, like The 
World Crisis, by Mr. Churchill, he admits he was 
misled by Mulliner? Do you think he was misin- 
formed ? 

Mr. Walton Newbold: I think he was misled 
by Mulliner, but I am surprised that the First Lord 
of the Admiralty should have been entirely trusting 
to Mr. Mulliner. He would certainly have other 
sources of information at his disposal. Probably he 
was misled by Mr. Mulliner, but I am sorry that 
Mr. Mulliner should have been the primary source 
of information for cabinet ministers. The Secret 
Service ought to have kept them informed of that, 
if it is any good at all. 

782. Chairman: May I ask one question about Mr. 
Mulliner, if I am not interrupting. Sir Philip? 
AVe have heard a great deal about Mr. Mulliner, 
and apparently w^hat Mr. Mulliner said was in- 
correct, hut nobody has ever informed us whether 
they thought that Mr. Mulliner honestly _ believed 
what he said, or whether he was an inventive 
scoundrel. Has that ever been cleared up or gone 
into ? 

Mr. Walton Newbold: I do not think it has, 
because when I explored this question, I found that 
Mr. Mulliner was of much less economic and 
political significance than he had been made out to 
he. I found that the literature of the subject re- 
ferred constantly to Tory directors, and suppressed 
all reference to Liberal directors, and that the whole 
thing was used as a piece of political propaganda 
by the Radicals against the Liberals in the govern- 
ment, and by the Radicals against the Tories, and 
I dismissed all that case as being mainly political 
backchat. I think that the importance of that 
whole matter was that up to 1896 the Vickers 
interests had not, so far as I know, gone out of the 
heavy arms industry into the light arms industry. 
About that time, they went into the light arms 
industry of Birmingham, and the light arms industry 
resented it, and nobody seems to have resented it 
more than Mr. Mulliner, who saw efiiciency coming 
in the place of the methods you have described in 
terms in which I would rather not describe them. 
I certainly woxrld not do it outside here, in view 
of the law of libel; but immediately you got a 
retort by the interests of Birmingham against the 
interests of Shefiield, in the ordinary course of com- 
merce, and then you had, in the year 1898, a request 
by the government for extra facilities for arma- 
ments because of the extended Russian programme 
of the time of 1898, and there was a definite pre- 
paration to make guns, gun mountings, armour, and 
so on. 

783. Chairman: I think you are going rather beyond 
what I wanted to know. 

Mr. Walton Newbold: Yes, but you cannot 

explore this problem unless you look at the deter- 
mining conditions. 


784. Chairman : I only wanted to know whether it 
had ever been established whether Mr. Mulliner 
honestly believed what he said, or whether the con- 
trary was the case. 

Mr. Walton Newbold: I think not. I think 
that it just dropped, and has been resurrected later. 

786. Sir Philip Gibbs: In answer to a question, you 
admitted that there had been a certain amount of 
co-operation in the case of Shearer, and that he 
had at least endeavoured to stir up trouble and to 
prevent a reasonable disarmament, on behalf of the 
Bethlehem Steel Trust, and then you went on to 
say that there will always be people like that. Now, 
would you agree that under a system of the private 
manufacture and trade in arms, there are likely 
to be a good many people like that? 

Mr. Walton Newbold: No, I do not think that 
there are a great number of people like that. 

786. Sir Philip Gibbs: You think they are limited, 
possibly, to one or two? 

Mr. Walton Newbold: 1 have never been able 
to make up my mind whether Shearer was an agent 
or a blackmailer. 

787. Sir Philip Gibbs: AFell, it has been proved in 
public evidence that he received very high pay for 
his services hy the American Steel Trust ? 

Mr. Walton Newbold: AVell, possibly. It is 
quite likely. I think he did. I am not sure that 
it has been proved that the payments were made to 
him. I know it has been proved that he says that 
he was engaged by them. 

788. Sir Philip Gibbs: It has been definitely proved 
that the payments were made, and he sued them for 
extra payments. That is a matter of public know- 
ledge. 

Mr. Walton Newbold: AVell, it is quite possible 
that you may sue somebody but not get the money. 

789. Sir Philip Gibbs: For extra payments. 

Mr. Walton Newbold: The American legal pro- 
cedure is such that I would not like personally to 
attach too much importance to the whole case. I 
have not explored Shearer, because Shearer was 
connected with a group of interests in America, and 
the whole thing was a matter of rivalry, of vested 
interests, as most of this is. The metal people 
attack the arms people and the arms people attack 
the metal people, and all the critics of the arms 
trade that I have come across deliberately, or else 
in ignorance, suppress the facts regarding anybody 
but the finishing end of the trade, and I have begun 
to wonder whether they are disinterested people 
at all. 

790. Sir Philip Gibbs: Now, may I ask you if you 
have read the American evidence of the Nye Com- 
mittee, as it is called? 

Mr. Walton Newbold: I have read the evidence 
in so far as it has appeared in this country. I have 
not read it in detail, because I have not been able 
to get a full text. 

791. Sir Philip Gibbs: Have you read sufficiently to 
make up your mind at all as to the evidence of 
bribery ? 

Mr. Walton Newbold: No. I think that the 
evidence, as it has appeared in this country, is so 
truncated that until I am able to get the whole of 
the evidence and read it for myself, I would rather 
not arrive at any definite conclusion. 

792. Sir Philip Gibbs: I think that is very wise on 
your part, I must say. Now, excuse me for asking 
you a series of rather rapid questions, will you ? I 
want to cover a fairly wide field. You say that in 
dealing with certain interests of the manufacturers, 
as far as your inquiries went, you could not find 
very much in the nature of a ring; you found that 
these arms firms were competing against each other 
A^ickers against Armstrongs, and so on; but do you 
think there is, at the present time, nothing in the 
nature of an armaments ring ? 

Mr. Walton Newbold: I have not expressed an 
opinion. 

793. Sir Philip Gibbs: No. I am asking you that 
question. 
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Mr. Walton Newbold : Yes. 

794. Sir Philip Gibhs: What was the answer to that 
question ? 

Mr. Walton Newbold: iMy answer to that ques- 
tion is that I think probably thei authorities pre- 
ferred. the closest collaboration in technique, in 
technical matters, between firms in certain lines of 
armament manufacture, but I have not found that 
there is any great tendency to combination in the 
aeronautical end of the industry. 

795. Sir Philip Gibbs : That is perhaps as far as you 
know. 

Mr. Walton Newbold: I do not think there 
has been anything like as much as there ought to be. 
Personally, I should like to see it much more closely 
concentrated and centralised than it is at the present 
time, because I think that they were lagging behind 
most terribly in every direction. 

796. Sir Philip Gibbs: One of the witnesses before 
the McKinnon Wood Committee which inquired into 
the Woolwich industry — it was Colonel Dennis, who 
was the Director of Gun Factories — stated in his 
evidence that owing to a ring among the steel manu- 
facturers of this country, it was impossible for 
Woolwich to control prices. Would you agree with 
that at all.P 

Mr. Walton Newbold: I think it would be im- 
possible for Woolwich to control prices for the very 
high grade steels at that time. I think probably it 
would be impossible at the present time. 

797. Sir Philip Gibbs: To control prices? 

Mr. Walton Newbold : For the very high grade 
material. I am only speaking of the very high grade 
material. 

798. Sir Philip Gibbs : Yes ; you mean to say that 
there is still a difficulty in controlling prices? 

Mr. Walton Newbold : Gun steel is of a very 
high quality of material indeed. It is quite different 
from other lines of the business. I think that is so. 
Mind you, I cannot prove it. 

799. Sir Philip Gibbs : Now about this question of a 
ring, have you any knowledge at aU as to the rami- 
fications of a firm like Vickers-Armstrong? 

Mr. Walton Newbold : Yes, I think I have. 

800. Sir Philip Gibbs : You must admit that they are 
far-reaching. 

Mr. Walton Newbold: I think that they are 
very far-reaching indeed, but I think that generally 
the ramifications tend to be in the finance. For 
instance, you will find that Vickers, Ltd., for the 
most part is only a holding company, though it does 
keep certain branches of the business for itself. You 
will find that the Armstrong Whitworth Company 
to-day. Sir W. G. Armstrong-Whitworth & Company, 
is outside the armament business altogether, having 
sold its business, through various gradations of com- 
panies, to Vickers-Armstrong; but I believe it has 
material interests as a holding company. It is not 
an operating company, it is a holding company in 
armaments, and an operating company outside of 
armaments. I think that you will find great difli- 
culty in understanding the lines of demarcation in 
ownership in operating and holding companies, and 
probably in finding, if you went inside the works, 
where one business begins and another business ends. 

I used to think, myself, that this was due to deli- 
berate chicanery, but I think it is inherent in the 
nature of the industry. 

801. Sir Philip Gibbs : Would you agree that there is 
a very close international co-operation among the 
arms firms of Europe? 

Mr. Walton Newbold : Yes, I think it is true. 

It is all determined by public policy. I think that 
if a country has allies and associates, then naturally 
there are those contacts. 

802. Sir Philip Gibbs : You would not say that there 
are associations of firms between countries who have 
tended to be hostile to each other historically? 

Mr. Walton Newbold: I think there have been 
apparent cases of that, because I believe that before 
the War, both Germany and Britain were trying 
hard to draw Turkey away from the other, and I 


think they were trying to draw Greece to one side 
or to the other. They were trying to draw Italy to 
one side or to the other. Now, I do not think it 
will matter whether you blame the arms firms or 
approve the arms firms. After all, if the Foreign 
Office says it considers it desirable that a certain 
power shall be armed or disarmed, shall be made an 
ally or forced to be an enemy, then the contractors, 
as agents to the government, ought to do what the 
government wishes them to do, or else refuse to 
handle the trade. It is a matter of public policy, 
not a matter that concerns the contractor. He is 
an agent. 

803. Sir Philip Gibbs : I suppose you would admit, 
though, that in the private traflSc in arms, these 
manufacturers do export arms as much as they can 
to foreign countries? 

Mr. Walton Newbold:: Yes, but I think it is a 
fact that they never export such material without 
having a licence from the Board of Trade, and I 
believe an authorisation from the Foreign Office has 
to go with it that it is not undesirable that it should 
go. I do not think they engage in any smuggling, 
for instance. 

804. Sir Philip Gibbs : And you do not think that 
with their international associations, if they are 
refused a licence in this country they could provide 
the country ordering arms through one of their sub- 
sidiary companies in a foreign nation? 

Mr. Walton Newbold : Well, take the case of 
Paraguay and Bolivia. I have very carefully investi- 
gated to find whether, since the outbreak of hostili- 
ties, either the British or the French firms have 
engaged in it. I am satisfied that they have not. 
What I am not satisfied is as to who may be the 
owners of the Belgian works that have sent material 
to the combatants. I am not satisfied as to the 
identity, nor have I been able to discover the identity 
of the American firms that have been sending 
material, or that it has been alleged may have been 
sending it. It is quite possible that those Belgian 
firms may be under French influence, it may be that 
they are under German influence, it may be that 
they are under British influence, but I think it is 
much more probable that they are bona fide Belgian 
concerns. But, mind you, I have no particulars 
about it, and therefore I prefer not to say either 
yes or no. 

805. Sit Philip Gibbs: I would just like to refer for 
a second to the case of M. de Wendel. You seem to 
have a considerable knowledge of that. Am I abso- 
lutely wrong in thinking that the Wendel family is 
very much distributed on both sides of the French 
and German frontier? 

Mr. Walton Newbold : You are perfectly correct. 
That frontier has been in dispute for 300 or 400 
years. The mines and the iron works there are older 
than those of Merthyr Tydfil. They go back to as 
far as the period of the Weald. They have some- 
times been on the one side of the frontier and some- 
times upon the other. The de Wendels have had to 
operate under Germany, they have had to operate 
under France, and I do not think anyone has ever 
suggested that they made either the Franco-German 
War or the Great War. They were simply the 
victims; but the de Wendels are not makers of 
armaments. 

806. Sir Philip Gibbs: No, but they make the steel, 
of course. 

Mr. Walton Newbold: They make the steel and 
they make mainly a steel that is no use in the manu- 
facture of guns. 

807. Sir Philip Gibbs: You say: “I take this 

opportunity of correcting a bias against truth.” 

Mr. Walton Newbold: Yes. 

808. Sir Philip Gibbs : And as a matter of fact a 
considerable part of your statement is g. denial really 
of a good deal of your life’s work, is it not? 

Mr. Walton Newbold: Exactly. I am never 
afraid when I have found facts to be insufficient. 
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809. Sir Philip Gihhs : I think you are very brave in 
taking that position, and in saying so quite frankly. 

Mr. Walton Newbold: I feel that I am re- 
sponsible, because this pamphlet, the War 'Trust 
Exposed, was published in 1913, and How Asquith 
helped the Armour Bing in 1914. The next one that 
I published was published under the Defence of the 
Realm Act, and great parts of my material had to 
be left out because the hook would simply have been 
suppressed at once, even if I had put the material 
in; and I do know this, that if you start with a 
bias against anything, especially when you are young 
and enthusiastic, you find what you want to find. 
As you grow older, you are compelled to recognise 
that your first enthusiasms do not justify you in this 
selection of facts. Now, I do object, as an economic 
historian, to the selection of facts to prove a case. 

I am primarily a historian. I am more interested 
in history than I am in any other subject, and I 
absolutely refuse to prostitute history to propaganda. 

810. Sir Philip Gihhs : Now, you say that there was 
a renewal of propaganda in 1928 against the arms 
manufacturers and against people like Vickers Arm- 
strong and so on, and you suggest that really there 
is a Communist influence behind this, that it is an 
attack really directed by Communist sentiment, and 
so on, do you not? 

Mr. Walton Newhold-. I think that there are 
three lots of influence, and I think that the most 
aggressive is certainly Communist and semi- 
Communist. 

811. Sir Philip Gihhs: Well, how do you reconcile 
the fact that there is a considerable amount of 
uneasiness in the minds of people like Lord Davies 
and Lord Cecil, and other very highly respected 
people who cannot be accused or suspected of being 
under Communist influence? 

Mr. Walton Newhold: Well, I do not for a 
moment suppose that those two gentlemen are, but I 
think they are mistaken enthusiasts without first- 
hand information as to the facts, and the fact that 
they are peers of the realm does not in the least 
degree suggest to me that they are worthy of any 
more attention than ordinary human beings. 

812. Sir Philip Gihhs : No ; but it would rather tend 
to suggest that they were not tainted with any 
Communist philosophy ? 

Mr. Walton Newhold : If you will notice, I very 
definitely state in the first part of my memorandum 
that I refer to hona fide pacifists, amongst which I 
include Mr. Arnold-Forster. Mr. Noel Baker might 
be included, and Lord Cecil, but I hold that the other 
people are not hona fide pacifists, because they certainly 
believe in fighting, both internationally and within 
the country; but they all run together like a herd. 

813. Sir Philip Gihhs : You make use of a phrase in 
which you say, “Were I appearing here as the re- 
presentative spokesman of the Society of Friends 
you would be bound to support, perhaps, a unilateral 
programme; but may I suggest to you that having 
changed your opinions with regard to your war books, 
you seem also to have changed your opinions with 
regard to the Society of Friends ? 

Mr. Walton Newhold: As a Quaker, certainly, I 
would he prepared to disarm, but I think that the 
country has definitely made up its mind that it is 
not going to disarm, and therefore I have to con- 
sider whether I am accepting the will of the majority 
or going forward with my own personal opinion. If 
I go forward with my own personal opinion, then I 
hold that I am not accepting the will of the majority. 
I must choose one or the other, and I say quite 
frankly that if it comes to that I stand by the will 
of the country as a whole. 

814. Sir Philip Gihhs: I have only one more ques- 
tion, and that is that in your final paragraph in 
which you sum up the whole case you seem to accept, 
to my great distress, as an axiom that we are going 
to have another very terrible war, and that, there- 
fore, it is necessary to increase all our factories even 
as far as the Welsh valleys and the Scottish glens. 


Now, do you feel that you are sufficiently provided 
ivith evidence on that subject to — — ? 

Mr. Walton Newhold: Well, I feel there that 
my country has pledged itself 

815. Chairman: I think we had better not go into 
that, Mr. Newbold. 

Mr. Walton Newhold: I am entirely in your 
hands. 

816. Chairman : I mean, it may be your opinion, hut 
still, we hope it is an inaccurate one; that is all I 
can say. 

Mr. Walton Newhold: Only history can prove 
which of us is correct. 

817. Sir Thomas Allen : Reverting to the first ques- 
tion put to you by Sir Philip, while you are con- 
cerned to remove the causes of war you are also con- 
vinced that while wars are probable and possible we 
should have the most efficient and effective services 
at the national disposal to ensure our defence and 
security ? 

Mr. Walton Newhold: Yes. 

818. Sir Thomas Allen : Reading your evidence, and 
listening to the replies, more particularly the reply 
you gave to Mr. Spender this morning, I am rather 
exercised in my own mind at the moment as to 
whether you favour the abolition of private manufac- 
ture and full state manufacture, or are you in 
favour of the continuance of both systems? 

Mr. Walton Newhold : There I feel that it would 
he better to let the private industry atrophy rather 
than deliberately to abolish it. It all depends how far 
the country is prepared to face up to the implications 
of collective security. If we are going to face up to 
the implications of collective security, then I think 
we should go whole-hog into it ; hut I do not think 
the country will do. Personally I regret the prin- 
ciple of having to go and fight for the League of 
Nations; I think it is wrong; but the country has 
decided in favour of it. 

819. Sir Thomas Allen : Your study of armaments 
spreads over a very long period of years. Could you 
tell us what opportunities you have had on your 
visits to the various factories, both at home and in 
the United States and in Europe, of studying the 
armament business from a sales point of view as 
distinct from manufacture? 

Mr. Walton Neichold : I have not looked at the 
sales side at all in so far as I have visited the fac- 
tories, but I have had other sources of material which 
I will be prepared to hand in in writing to the 
Commission. 

820. Professor Gutteridge: The main questions I 

wanted to put to you have already been put by Mr. 
Spender, but I think in fairness to you I should like 
to call your attention to an inconsistency in your 
evidence here. Have you got your evidence in front 
of you? 

Mr. Walton Newhold: Yes. 

821. Professor Gutteridge : Will you look at the 

tenth paragraph: “ I have investigated the economic 
activities of M. Frangois de Wendel both in Lorraine 
and in Paris. I have done the same in the case of 
M. de Peyerimhoff. M. Frangois de Wendel has 
never made a gun in his life. His firm has never 
made a gun. It would be as reasonable to charge 
Sir Andrew Duncan or Sir William Larke of the 
British Iron and Steel Federation with being in- 
terested in the arms trade as to charge M. Frangois 
de Wendel.” You are saying there that it is not 
fair to attack M. de Wendel because he is not an 
armament maker ? 

Mr. Walton Newhold: It is not fair to deal 
with him as an armament maker. 

822. Profesor Gutteridge : Now will you turn to 

the later paragrajjh in which you say ; “I submit 
to you that there is a profit to be made out of arms 
supply not only — or, for the reasons already indica^ 
earlier in this memorandum, so much at the finish- 
ing end of the manufacture as by those who are 
engaged in the buying and selling of the metals.” 

Mr. Walton Newhold : Exactly. 
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823. Professor Gutteridge : Well, how do j'ou re- 
concile those two statements? 

Mr. Walton Newhold: I am dealing with a 
pamphlet which does not deal with the buying end 
of the business at all, but only deals with the finish- 
ing end of the business, and the point that I am 
trying to make out through my whole evidence is 
that the critics of the arms trade in one large group 
to which Mr. Noel Baker belongs alwa5's regard as 
armaments only the finishing end of the business, 
and I have tried throughout the whole of this memo- 
randum to point out that there are four profits in 
armaments, four potential profits. 

824. Professor Gutteridge : Would you mind 

enumerating them? 

Mr. Walton Newbold : Yes. The finishing end, 
the . supply of the metal and chemical bases, the 
machine tool supply, with which one might put 
general contracting as well — erection of works, and 
so on — and there is also the element of the actual 
labour involved, both by hand and by brain. Those 
are the four interests that I would name; but the 
pamphlet with which I was dealing only refers to 
one specific interest, and it does convey the sug- 
gestion to the reader that M. de Wendel is engaged 
in arms manufacture, but he is not engaged in 
arms manufacture and it is characteristic of the 
loose thinking and general loose talking of these 
people to suggest that he is in the arms trade at 
all. De Peyerimhoff is in coal, not in steel, much 
less arms and engineering. Armaments is engineer- 
ing and chemistry. 

825. Professor Gutteridge : Do you stop at the fourth 
category ? What about the man that makes the 
boots for the soldiers, their uniforms? 

Mr. Walton Newhold: If you like to go as far 
as that, of course. You cannot contract out of the 
system, but that is not within the definition of the 
arms trade as I have ever seen it interpreted. 

826. Professor Gutteridge : Do you think there is 
any precise definition of the arms trade? That is 
the point I am putting to you. 

Mr. Walton Newhold : No, absolutely none. 

827 . Chairman : I have been asked to put some 

questions to you, and I will read them to yon. The 
first is this: Would the witness give any information 
as to whether there is any international ring to-day 
either of armament manufacturers or of firms pro- 
ducing the essential materials for armament con- 
struction? Is there any international ring, the 
inquirer wishes to know. 

Mr. Walton Newhold : I would say that there is 
no world ring. I would say that there are certainly 
signs of local rings. I know that in the case of 
Vickers they have an interest in Spain. They have 
certain holdings. How deep I have not been able 
to find. You will probably be able to elicit; I can- 
not. They have certain holdings in Japan, I believe, 
but I am not certain; but you have not anything 
like a global ring of the arms manufacturers. You 
have Schneider in certain countries, you have Krupp 
in certain other countries, and I have no doubt that 
many of these firms — and I think it is more true of 
dictatorships than it is of democracies — may have 
ramifications of which we do not know, and which 
you will find exceedingly difficult to discover. I 
know I often find something that I assume is probable 
worthy evidence of the existence of one, but if you 
asked me what my opinion was I do not think I 
would like to give it here, because I am still work- 
ing on it. I do not think it would be accurate 
information. Now, if you come to the metal trusts, 

I think there is much more evidence there of an 
all-in metal trust, and I think that there are many 
market arrangements in the metal market ; but 
there again you will have to receive evidence from 
somebody who knows not only the theory but the 
practice of the metal trade, and if I might recom- 
mend it, I would recommend that you should try 
to find that out. I think that there is some indica- 
tion of arrangement between Du Pont, the Imperial 


Chemical Industries, the Kuhlmann in France. I 
do not know how far the I. G. Farben-industrie 
is still in such arrangements. I think it would be 
worth while exploring that, but I cannot say out of 
my own knowledge that such and such a thing is true. 
It used to be true before the war, but whether it has 
ever been true since the war I would not like to say. 

828. Chairman: The next question is this: Would 
the witness agree that nickel and high speed alloys, 
haematite iron ore, silica firebricks, constitute the 
main raw materials or intermediates for the con- 
struction of armaments still? Can the witness give 
any information as to who controls these raw 
materials in the British Empire? 

Mr. Walton Newhold : I would not like to give 
any off-hand statement on that subject, but I think 
it is true to say that you have got about 40 per 
cent, of them there. I think there are many more, 
but there again it would be better 

829. Chairman: 40 i3er cent, of them? 

Mr. Walton Newhold: 40 per cent, of the 
different categories. I do not think that that is 
by any means wide enough. 

830. Chairman : Now, the :iext is this : Would the 
witness agree that there is great technical improve- 
ment in machines for making armaments, and that, 
say, since 1914 all or most of the machines and 
machine tools have been improved and replaced? 

Mr. Walton Newhold: I would be willing to 
say that since 1914 in most of the arms factories 
there has been very considerable replacement. As 
a matter of fact, it would be perhaps from 40 to 60 
per cent. I think that there is still a lot of old plant 
of pre-1914, or rather I would say of pre-1915, be- 
cause there was not very much change, I understand, 
up to 1915. I think that Dr. Addison has got 
hold of the right end of the stick, but I think one 
must say that to-day the British machine tool manu- 
facturers are in a position to supply the needs. 
There is an association, but I am rather of the 
opinion that though there is an association it does 
not operate so much as a ring as some members of 
it would like it to do. That is the information I have 
received. I have tried hard to find out the position 
in the machine tool business, because it is rather 
alarming to go through certain factories 

831. Chairman: I think you are really going beyond 
what the inquirer wanted to know. I think the 
question is confined to the point as to whether there 
has been great technical improvement in machines 
since that date. You agree that? 

Mr. nalton Newhold: Oh, yes, great technical 
improvement. 

832. Chairman : Then the fourth question is : Can 
the witness state how many arms firms have their 
■works at Coventry at the present time, and what is 
the percentage of armament production there ? Does 
the witness in his statement refer to the machinery 
for making tools in Coventry? 

Mr. Walton Newhold : I refer to the machinery 
for making tools. I refer to the machinery at present 
engaged in the manufacture of aeroplane engines, 
which may be for war or for other purposes. I refer 
to the machinery that is available there for the 
making, if need be very quickly, of armoured cars, 
for the production very quickly of machine guns, 
which are very closely akin in their home land, and 
their home works, to the manufacture of machines 
and of sewing-machines— the machine tool and the 
sewing-machine moving together across many years. 

833. Dame Pachel Crowdy : If I understood you 
rightly, you said that you had no knowledge of 
illicit exports of arms from this country to other 
countries did you not? 

Mr. Walton Newhold : Yes. 

834. Dame liachel Crowdy : Have you by any chance 
in your very wide experience come across anything 
in the nature of exports of parts to other countries 
where they may be assembled? I mean practically 
completed parts, and I am thinking particularly of 
countries to which export from British firms at a 
given moment is not advisable? 
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Mr. Walton Newhold: Well, there again it is 
a matter of definition as to where it is advisable. 

835. Dame Bachel Crowdy ; I mean in a case where 
there is an embargo or order by government, or 
where a very strong line taken at Geneva by the 
British Government delegates would imply that we 
in our country could not export arms to country X? 

Mr. Walton Newhold : I do not think I could 
say that I have found such evidence. I think it is 
probable that parts are sent out that, when they 
arrive in a foreign country, might be for com- 
mercial use or might be for arms use, but I could 
not say that I have seen evidence of it going on as 
a deliberate thing. 

836. Dame llachel Croxody. I mean definitely to 
evade regulations, to keep within the letter of the 
law but not within the spirit of the law? 

Mr. "Walton Newhold: I think that to-day, 

when there is so much nosing round to find out cases 
of that sort, that the big firms would be very un- 
willing to do it. Now, what I do know is going 
on is that there are a certain number of w'hat 
you might call free traders at work, people who 


are buying and selling aeroplanes and who are 
trading these in Latin-America and elsewhere. I 
constantly hear of cases, but I cannot put my finger 
right down upon them and say, “ So-and-so is doing 
it." 

837. Dame Rachel Crowdy : Foreign middlemen, you 
mean, buying from British firms? 

Mr. Waltoxi Newhold: Not only foreigners. I 
think there are some Britishers doing it. 

838. Dame Bachel Croxvdy : In foreign countries? 

Mr. Walton New/hold: Doing it in foreign 

countries, yes. I heard of a case the other day, but 
I am sorry I have not his name, and I think in the 
circumstances in which it was told me I should not 
be justified in disdlosing it; but I think it is a 
mati^er you should explore. I think that that is 
going on rather widely, but it is not, I believe, done 
by the manufacturers so much as by what you might 
honestly and properly call traders in war material; 
but then, they would trade in anything. It is not 
specifically a war trade. 

839. Chairman: We are much obliged to you, Mr. 
Newbolld. I think that completes the examination. 


{The Witness withdrew.) 


Mr. Aeohib.vld Fenner Bhockwat, representing the 

840. Chairman: Mr. Fenner Brockway, I understand 
that you are prepared to submit evidence on behalf 
of the Independent Labour Party? 

Mr. Fenner Brockway : That is so. 

841. Chairman: Then I will ask you first of all who 
prepared this statement?* Did you prepare it your- 
self? 

Mr. Fenner Brockwaxj: The statement was pre- 
pared by myself. I was asked to do it because I 
had made some study of the subject. 

842. Chairman: Has it been submitted to any body 
representing your Party, or have you been merely 
instructed to do it on their behalf? 

Mr. Fenner Brockwaxj : I have been instructed 
to do it on their behalf, but it has been endorsed by 
the Executive of our Party. 

843. Chairman: How would you prefer to deall with 
the matter? Would you like to read the evidence, 
or would you like to go through it and make com- 
ments as you want, without reading the whole of it? 

Mr. Fenner Broekxmy: The evidence is rather 
long, and I appreciate that it covers some points 
with whicJi you have already dealt. I would be pre- 
pared, if you should agree, to adopt the course of 
summarising it and drawing attention to particular 
points. 

844. Chairman: It does not mean a long speech on 
each point? 

Mr. Fenner Brockwaxj: I think it would be 
shorter than reading the whole document. 

845. Chairman: I do not want to stop you. 

Mr. Fenner Brockxcay. We make, in this 
evidence, a series of charges against the British 
armament firms. We charge them with fomenting 
war scares, with persuading their governments to 
pursue warlike policies in order to increase orders 
for armaments. We charge them with bribing 
government officials. We draw attention to the fact 
that they appoint government officials, after retire- 
ment, to good positions on their directorates. We 
charge them with disseminating false reports con- 
cerning the military and naval programmes of other 
countries, in order to stimulate orders. We charge 
them with belonging to organised international rings 
and trusts to play ofli one counti-y against another 
in order to force up prices. We charge them witn 
having produced war materials for other countries 
which in time of war have been used against the 
British armies. We charge them with prolonging 
wars by supplying materials to both sides. We 
charge them with having provided war materials to 
governments engaged in war, even when the war has 
heen condemned as an act of aggression by the 

* Appendix, p. 155. 


Independent Labour Party, called and examined. 

League of Nations, and we particularise the cases of 
Paraguay in South America and Japan in the Far 
East. We charge them with having provided war 
materials to the Chiang Kai Shek Government in 
China for its war against the Chinese 'Soviet Republic. 
We charge them with having solicited orders in 
Germany in violation of the terms of the Versailles 
Treaty, and of having recently supplied Germany 
with aeroplane engines. 

Having made those charges, and given in each 
instance some evidence to support them, we say that 
this type of activity is a menace to the peace of the 
world, and that it ought not to be tolerated by 
governments, it ought not to be tolerated by peace- 
lloving peoples. 

But we want to emphasise the point that in 
engaging in activities of this kind, the armament 
firms are pursuing the ordinary methods of business. 
We do not regard armament firms as being particu- 
larly wicked; they are exactly as other profit- 
making concerns. They must sell goods ; they must 
secure markets. In this case, the markets depend 
upon international tension and national rivalries. 
They must create those conditions, and we emphasise 
the point that, so long as the armaments industry 
is run for profit, as a profit-making concern, those 
dangers will continue. 

We want, however — and I draw your attention to 
paragraph 8 — to emphasise the distinction between 
armament firms and ordinary industry. We say m 
that paragraph: 

“ The armaments industry ... is engaged in 
the production of goods for the purpose of death. 
Those goods are the most efficient which enable 
the most human beings to be killed with the 
greatest ease. The success of salesmanship and 
publicity is measured by the extent to which these 
death-dealing goods are spread over the world. 
The conditions to be created for good business 
prospects are international tension, circumstances 
threatening war, and the intensification and pro- 
longation of war when it occurs. The purchasers 
of the goods may be enemy governments which 
will use them to decimate the fellow-citizens of the 
armament-makers. The rings and trusts may he 
used, to quote the League report, “to play off one 
country against another " in armaments rivaliy 
and to hold governments up to ransom by extorting 
higher prices. These differences naturally invite 
the question whether the community should permit 
this industry to remain on a profit-making basis 
and in its search for markets to encourage con- 
ditions endangering peace,” 
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and we give the answer at once, that the community 
ought not to permit that. We submit that it is 
urgently necessary to end the motive of profit-making 
in all war preparations. 

Then, Sir, we go on to point out that there are 
certain difficulties in applying that principle, which 
may generally be recognised as admirable. In the 
first place, the war industries are also peace indus- 
tries. The firms which are producing .war materials 
are quite extensively producing peace materials and, 
secondly, many peace industries are potential war 
industries. Certain of them, like the Imperial 
Chemical Industries, are mostly engaged in produc- 
ing articles of peace, but also have a side to their 
activities .which is the production of chemicals for 
war. Secondly, we point out that the arms indus- 
tries are very closely linked with other industries. 
In paragraph 11, we instance Vickers, which is 
associated with electrical, rubber, steel, iron and 
coal companies, and we specially emphasise their very 
close connection with the banks. Thirdly, we point 
out that the British armament firms have very 
extensive international connections. If one takes 
Vickers, we list in paragraph 4 its associated com- 
panies, not only in the British Empire, Canada, 
Ireland, New Zealand and India, but in Spain, Italy, 
Rumania, Holland, Poland, France, Japan and 
South America. In the case of the Imperial Chemical 
Industries, we show in paragraph 12 that it has 
twenty-one foreign alliances. 

I think it is just worth pointing out. Sir, that 
we were all shocked last week by the disaster in a 
munitions foctory in Germany. We were shocked 
not merely by the loss of life. We were alarmed by 
the amount of war preparations which it indicated. 
That German firm, the Westphalian Anhalt firm, is 
one of the foreign allies of Imperial Chemical In- 
dustries in this country. We find it listed in the 
document to which I draw attention. Exhibit 461 in 
the Proceedings of the American Arms Inquiry. The 
Imperial Chemical Industries has twenty-one such 
foreign alliances, 8 in Belgium, 5 in France, 3 in 
Germany, 2 in Italy and 1 each in Norway, South 
Africa and Switzerland. It has, in addition, foreign 
investments in 30 companies: in the U.S.A. 6, 

Belgium 3, Australia 3; 2 each in France, Czecho- 
slovakia, Germany and South Africa; and one each 
in Austria, Spain, Hungary, Canada, Rumania, 
Argentina, Chile, China, India, and Japan. We 
point out that therefore it is not a simple matter of 
just nationalising an industry in Britain : there is 
the very difficult problem of all these international 
connections and we stress the point that it is very 
diflficult to separate the war industries from other 
industries. The war industries are embedded as a 
part of our whole economic system. We adopt the 
phrase that the economic structure of capitalism is 
one and indivisible. 

Having stated that, we turn to the remedies which 
that brief survey would indicate as necessary. We 
suggest that nationalisation of peace industries is a 
good phrase, but in itself does not get us very much 
further. We have to ask which industries are to be 
nationalised, we have to ask what about the in- 
dustries under British control which are abroad; 
and in particular. Sir, I would like to draw your 
attention to paragraph 13, in which I think we do 
make a new point about the danger of pursuing a 
policy of nationalisation alone: 

“It is clear that a proposal to nationalise war 
material industries within Britain would not be 
enough. Recommendations to be effective must also 
deal with the participation of British concerns in 
the war industries abroad. Even if an inter- 
national rule were adopted, say, on the initiative 
of the League of Nations, that industries engaged 
in the production of war materials should be 
nationalised in all countries, the problem would 
not be solved. The difference in the case of the 
small nations would, under present conditions, be 
more apparent than real. The governments of 
such nations would only be able to nationalise 


their war industries by raising international loans. 
Such loans would be floated in London, Paris, New 
York and other financial centz’es. The financiers 
behind these loans, and the governments support- 
ing them, would in fact be the owners of such 
industries. 

This opens up dangerous prospects of 
small nations being used as the pawns of the big 
powers, which would naturally utilise their 
economic resources to win prospective allies. A 
new form of Economic Imperialism would be 
developed in which the governments of the big 
powers would be directly involved in maintaining 
the efficiency of the nationalised war industries of 
their smaller allies. It would obviously be in fhe 
interests of the associated ‘ nationalised ’ in- 
dustries to exchange information regarding new 
processes and new destructive instruments and 
chemicals. Rivalries .would probably develop 
between the different groups of big powers and 
satellite nations. Political alliances would be 
supplemented by war-industry alliances. This is 
not a reassuring prospect. Any remedies to be 
effective must clearly deal with the question of 
international loans for war industries.” 

We therefore proceed to make a series of very 
drastic recommendations, more drastic, I think. Sir, 
than any that have yet been brought to your notice, 

I Avould say that unless recommendations of this 
character are carried out, it is impossible to remove 
the izrofit-making motive from the war industries; 
and these recommendations apply, not merely to the 
nationalisation of British industry, but to the 
problems which I have indicated in the relations of 
British industries abroad. First we suggest that : 

“ (a) All establishments in Britain— factories, 
mills, workshops, laboratories, etc.— which are 
primarily devoted to the production of war 
materials shall be nationalised, and shall be placed 
under a Minister directly responsible to Parlia- 
ment. A workers’ council, representing all grades 
of workers employed, shall be responsible for the 
control of the working conditions in these estab- 
lishments. (b) All British concerns owning estab- 
lishments abroad which are used for the production 
of war materials shall transform them by a given 
date into establishments for the production of 
peace goods, or else disband them, (c) All British 
concerns which have arrangements with companies 
abroad for the production or sale of war materials 
shall end them by a given date. (d) It shall be 
made illegal for any British citizen after a given 
date to own or to hold shares in any industry, 
either at home or abroad, which is primarily 
devoted to the production of war materials, (e) If 
orders for war materials are given by the govern- 
ment to any concern not state-owned, the work 
shall be done on a costings basis without profit. 

(/) The export from Britain of materials for war 
purposes shall be absolutely prohibited, (g) No 
British firm, bank, or individual shall participate 
in loans for the purpose of the production, trans- 
port, or sale of war materials in any part of the 
world, (h) It shall be a criminal offence for any 
British citizen to solicit for orders for war materials 
or, on behalf of any firm, to attempt to exert 
influence against any proposals which znay bring 
about a reduction of such orders. (i) Committees 
of workers shall be appointed in all establishments 
concerned at any time in the production of war 
materials to assist in ensuring that these regula- 
tions are carried out. A national committee re- 
presentative of the workers’ organisations shall be 
appointed for a similar purpose, (j) The British 
Government, having adopted these methods to 
eliminate profit-making from war preparations, 
shall do its utmost to get them adopted inter- 
nationally.” 

We agree that those are drastic proposals; but 
we see no other method by which the profit motive 
is to be taken out of the war industry; and while 
it remains in the war industry, we believe the war 
industry will be dangerous to peace. I think. Sir, 
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that that is a summary of the evidence which we 
bring before you. 

846. Chairman: I do not quite follow the reasoning 
in (paragraph 13, because — take the present con- 
ditions — the small governments have to buy their 
arms, and in order ‘to buy their arms they have to 
raise a loan. Then I do not see what difference it 
makes. You say that, given nationalisation, they 
will have to raise a loan, and therefore nationalisa- 
tion is perhaps desirable; but the condition of things 
so far as raising a loan is concerned is the same 
whether nationalisation is adopted or not, is it not? 

Mr, Fenner Brochway: I should submit 

this, Sir, that at present the small nations have two 
methods by which they secure arms: either they 
order from an armaments firm in Great Britain, 
Schneider in France or Skoda in Czechoslovakia, or 
else one of those big armament firms has works 
actually in the territory of the small nation. That 
quite frequently happens. That is the present 
method. It is undoubtedly true that they very often 
have to raise loans for the purchase of armaments. 
Those loans are now frequently raised in connection 
with the armaments firm which is supplying the 
order. In France, more than in this country, the 
armament firms have their own banks which make 
the loans, and the loans having been made by their 
own bank, they get the order. I have no evidence 
that this is the case in this country, but the arma- 
ments firms take the initiative in trying to raise 
the loans. The American evidence shows cases of 
that with Vickers. Vickers were asked to raise a 
loan by the Electric Boat Company in America. 
Vickers replied that they could raise a loan for the 
purpose of an order in this country, but they could 
not very well raise a loan for the purpose of orders 
in America. Now, the loan in these oases is made 
through the armaments industries. If you have your 
armament industries nationalised under government 
controil, the initiative in the loan, the support of the 
loan, the backing of the loan, will be more 
closely a matter of governments, and therefore 
governments are likely to have a control of the small 
nations to a greater degree than at present. That 
is the point I was trying to make. 

847. Chairman : Now I will go back to the beginning 
of your statement, if I may, and ask one or two 
questions about what appears there. You have 
formulated a number of charges and these charges, 
I understand, relate to what may generally be called 
abuses. 

Mr. Fenner Brochway : Yes. 

848. Chairman : Now take Mr. Mulliner’s case. T 
am troubled about poor Mr. Mulliner, because I do 
not quite see that both sides of the question have 
been considered. Of course, if Mr. Mulliner honestly 
believed what he said, it was a misfortune that he 
went and reported it ; it was not an abuse. Has 
anybody ever tried to find out whether Mr. Mulliner 
did believe what he said, or whether he was invent- 
ing? Of course, if he was inventing, I agree it was 
an abuse, but if he honestly believed it, you might 
say he was a mistaken patriot? 

Mr. Fenner Brockway: Yes, it is a little diffi- 
cult to read men’s minds in that way. 

849. Chairman : Then I do not know that you ought 
to accept it as an abuse until you have settled that 
question ? 

Mr. Fenner Brochway. Ekcept that I would 
put this further point, that Mr. Mulliner was very 
disappointed when his own firm did not get any of 
the orders that were given, and we should not have 
known anything about this if it had not been for 
Mr. Mulliner’s own letters in The Times, which told 
the story ; and I will only say tJiat those letters in 
The Times do at least suggest that this was being 
quite deliberately done for the purpose of getting 
orders. I will not put it more strongly than that; 
I cannot. 

860. Chairman : I mean, it was deliberately done, 
no doubt, because he went intentionally. However, 
I will not go into it any further, as nobody has 


inquired into it. Now, the question about the 
admiral in Japan, again that, from our point of 
view, of course, is an abnse; any bribery is an abuse, 
of course; but from the point of view of prevention 
of war or encouraging war feelings and preparations, 
there is a great difference, is there not, between 
a case where an order was created as a result of 
a bribe, and where an order, having been advertised, 
there is great competition between different firms 
to get the order, and then a bribe is given to secure 
the order to one company rather than to another. 
This latter form of bribery does not increase the 
amount of effective armament. 

Mr. Fenner Brochway : No, but I would suggest 
this. Sir, that if relations develop between officers 
of an armament firm and the officials of a govern- 
ment department which enable bribes to pass between 
them, you have a relationship there which is not 
likely to end there, and which may easjly mean that 
the officials of a government department, having 
had those relationships with an armaments firm, will 
encourage the giving of orders or the getting of 
orders. I think that is very likelly from that 
relationship. 

851. Chairman : In paragraph 4 you refer to the rela- 
tion of bribery to what you call a subtle method. It 
is not bribery, but it is a subtle method. Now, is 
“ subtle ” quite the right word? I understand 
“ subtle ” to be something that you take trouble to 
conceal; I do not know whether you accept that view 
of the expression; hut whatever is done is done quite 
openly in this matter, is it not? 

Mr. Fenner Brochway : Well, the appointment 
of government officials who have been responsible for 
giving orders from their departments to the direc- 
torate of the armament firms — ^that is open. What is 
not open is what may have preceded that. 

852. Chairman : Yes; but that is a guess? 

il/r. Fenner Brochway : Well, it is not quite a 
guess. I mean, I want to suggest first to you, Sir, 
that this thing is obviously not desirable. 

853. Chairman : Oh, that is another question 

altogether. 

Mr. Fenner Brochway : That it is open to abuse. 

854. Chairman: Oh, that is a fair argument, if you 
like. 

Mr. Fenner Brochway : And I must draw your 
attention to the letters of Sir Charles Craven which 
were given as exhibits in the American Arms In- 
quiry. Sir Charles Craven, a very responsible official 
of Vickers, indicates in those letters that he has 
certain friends in government departments. He indi- 
cates that those friends try to get Vickers orders. 
He indicates that they provide him with confidential 
information regarding the prices put in by other 
competitive firms. 

855. Chairman : Yes ; but those persons whom you are 
referring to at the moment, if they exist, are actually 
people in government employ, not people who have 
left the employ and gone into the armament 
business? 

Mr. Fenner Brochway : No ; but obviously I 
cannot put it more strongly than this — I will put it 
like this — that it would be very possible for an arma- 
ment firm to say to an official in a government de- 
partment who was responsible for giving orders, 
“ You can understand that w'hen you leave your 
position in the government at such an age, a direc- 
torate or an official position will be open to you in 
our firm.” I say that is a possibility. 

856. Chairman : A pure assumption.' 

Mr. Fenner Brochway : Well, may I read this 
extract from a letter of Sir Charles Craven? 

857. Chairman : Yes. 

Mr. Fenner Brochway: It is Exhibit No. 18 in 
the American Arms Inquiry. It is a letter to the 
Electric Boat Company, which are the American 
allies of Vickers for the manufacture and sale of 
submarines. Sir Charles Craven says in this letter : 
“ I also think that perhaps it would be worth while 
putting forward a tender for six boats ” — ^that is a 
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tender for six submarines for the British government 
— “ the total number to be built. I had a word with 
the Director of Contracts at the Admiralty, who is 
a friend of mine, and who would like this. He, I 
know, tried to get \is the order for all five sub- 
marines last year.” I take one other quotation, from 
Exhibit 19, a letter from Sir Charles Craven again 
to the Electric Boat Company of America: “ I have 
been able to obtain the enclosed information from 
an absolutely reliable but very secret source. The 
only three tenders receiving serious consideration are 
Vickers’, Beardmore’s and Cammed Laird’s, and we 
were the only firm who tendered for more than three 
boats. The attached statement shows the state of 
affairs in the order of cheapness from the Govern- 
ment’s point of view. I do know that one of the im- 
portant Admiralty departments is recommending that 
Vickers should have four and Cammed Lairds two, 
and it would therefore appear that we stand a good 
chance of at any rate three or four boats.” Now, I 
am going to suggest to you. Sir, that that indicates 
that Sir Charles Craven has secret sources of in- 
formation from inside the Admiralty, and that that 
is a very dangerous relationship. 

858. Chairman : Now, in paragraph 4, there is a. 
question I want to ask about head (/). I do not quite 
follow this. This is a complaint and a charge : 
“ Armament firms have organised international arma- 
ment trusts, which have increased the price of 
armaments to governments.” Well, by that you 
mean not only our own Government but ad govern- 
ments to whom the goods are supplied ; is that so ? 

Mr. Fenner Brochway : Yes. 

859. Chairman : Well, from the point of view of 
encouraging warlike aims or feelings, the dearer the 
goods are the less likely they are to be sold, are they 
not? 

Mr. Fenner Brockway : Unfortunately govern- 
ments will spend on war preparations almost what- 
ever the cost ; I mean, they will economise, when it is 
a matter of health, housing, unemployment benefit; 
but when you get the psychology of war panic, they 
wid spend limitlessly, and I doubt whether the 
raising of prices is a very big factor. 

860. Chairman : I should have thought that the 
cheaper the goods from this point of view the more 
dangerous the operation; but still, you do not take 
that view? 

Mr. Fenner Brockway : I should have said that 
when it is a monopoly, when you have a government 
as the purchaser, and that government can rely upon 
all the wealth of its community and create a scare 
about a war danger, they will not care very much 
about the price they have to pay. I could give 
evidence to support that if you desire to have it. 

861. Chairman: Oh, I do not doubt that. No, I do 
not think there is anything else I want to ask. 1 
quite follow your recommendations, but it is quite 
obvious that with the best intentions there would be 
some difficulty in carrying them out. For instance, 
that it should be made illegal for any British citizen 
after a given date to own or hold shares in the in- 
dustry either at home or abroad, which is primarily 
devoted to the production of war materials. It would 
be difficult to enforce that, even if it was part of the 
law, would it not? 

Mr. Fenner Brockway : It would be difficult ; 
but surely the danger of war in the world is enough 
to make us try. to get over obstacles of that kind. 

862. Chairman: Certainly, yes. 

Mr. Fermer Brockway: After all, there are 

certain illegal industries. It is illegal now in the 
British Empire to own slaves. It would be illegal 
to hold shares in a company which was owning 
slaves. Well, war is just as great a disaster to the 
world as slavery, and the time will surely come when 
we shall make it illegal to own shares in any in- 
dustry which is making munitions of war. 

(.After a short adjournment.) 


863. Dame Bachel Crowdy : I should like Mr. Fenner 
Brockway to tell me what a workmen’s council con- 
sists of, or a workers’ council. Who would be repre- 
sented on that? You say “ all grades of workers 
employed ”, but does that include managers as well? 

Mr. Fenner Brockway : It would certainly in- 
clude the staff, the clerical staff. 

864. Dame Bachel Crowdy : Yes, but not only the 
people who are managed on the staff but the people 
who manage the staff as well? 

Mr. Fenner Brockway : Yes. I mean we should 
make it representative of every section of worker in 
the industry. 

865. Dame Bachel Crowdy : But only the employed 
and not the employers at all? 

Mr. Fenner Brockway : It depends what you 
mean by that. I should regard anyone in a staff 
position .who was doing a paid salaried job as a 
worker. 

866. Dame Bachel Crowdy: That is what I wanted 
to kno,w. 

Mr. Fenner Brockway : I should not regard 
him as an employer. 

867. illr. Spender : You would not say, would you, 
that the Admiralty relied alone on Mr. Mulliner 
for their information? 

Mr. Fenner Brockway : No. I think the initia- 
tive was taken by Mr. Mulliner. It is some distance 
away in time. I do not know of other sources of 
evidence. I do not think they have been revealed. 

868. Mr. Spender: Well, naturally not. My re- 

collection is somewhat different but it was certainly 
that the initiative came from the Admiralty. 

Mr. Fenner Brockway: Excuse me; I do not 
know of any public document or any speech which 
has indicated that. 

869. Mr. Spender : The initiative came, of course, 
from the German programme of the previous year, 
the 1908 German programme. 

Mr. Fenner Brockway : Yes, but I understand 
that it was Mr. Mulliner who in the first instance 
went to the Admiralty. 

870. Mr. Spender: I rather think that is not so; 
but still we can leave it. It would be true to say, 
would it not, that in 1913 after Mr. Winston 
Churchill had become First Lord of the Admiralty 
he found it necessary to propose a very considerable 
increase in the Fleet? 

Mr. Fenner Brockway : Oh yes, quite so. 

871. Mr. Spender: So it does not seem that Mr. 
Mulliner’s information was very much wrong? 

Mr. Fenner Brockway : I should say that that 
arose out of the Agadir incident in 1911. 

872. Mr. Spender: That is far back, is it not? 

Mr. Fenner Brockway : Yes, but Mr. Mulliner, 
if my recollection is right, is 1909. 

873. Mr. Spender : That is true. In 1912 and 1913 
it again became necessary, according to the opinion 
of the Admiralty, to make a large increase of the 
British Fleet? 

Mr. Fenner Brockway : Yes ; again after the 
Agadir incident the rivalry between Germany and 
Britain was increasing greatly. I should have dated 
it from the Agadir incident in 1911 and the revela- 
tion at that time of the secret clauses in the treaty 
between Britain and France. 

Mr. Spender: Well, that takes us into deep 
waters. I should be very glad to follow you another 
time. 

874. Sir Philip Gihbs : I see you say tlliat you advo- 
cate that no exports of arms should be permitted at 
all from this country; but supposing, for instance, 
that a small nation were attacked aggressively and 
wantonly by another nation, would you also prohibit 
the export of arms to help that small nation? 

Mr. Fenner Brockway : Yes, personally I should, 
and I think probably, speaking for my party, _ we 
wouHd. We do not take the view that small nations 
are just attacked wantonly. We take the view that 
foreign policies are a much more complicated matter 
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than, that, and that very often one says a small 
nation has been attacked, as Belgium was attacked 
in the War, but there are much more complicated 
issues behind it all ; and generally speaking my 
Party would say that we would certainly oppose the 
export of war materials for any government of a 
capitalist nature. Undoubtedly we would say that. 

875. Sir Philip Gibbs: For instance, you would be 
against the export of arms to China, you say, if you 
believed that it was wantonly attacked by Japan? 

Mr. Fenner lirockway: Yes. We would adopt 
rather the otlier method. We would press for a 
government embargo upon war materials to Japan 
and we would urge direct action by the workers to 
prevent it. 

876. Sir Philip Gibbs: Of course, you have admitted 
that these proposals of yours are extremely drastic 
and far-reaching, and I imagine that you would agree 
that they are not likely to happen quite soon? 

Mr. Fenner Brockway : I am afraid not. 

877. Sir Philip Gibbs: Would the Independent 

Labour Party support something a little less drastic, 
that is to say, if you cannot carry out the whole of 
these provisions, I imagine that you would be in 
favour of a general limitation of arms inter- 
nationally P 

ilfr. Fenner Brockway: Yes, we should vote in 
favour of it undoubtedly. We should vote in favour 
of a simple proposition of nationalisation, but we 
.should emphasise the point as to how inadequate we 
would regard those measures. 

878. Sir Philip Gibbs: Would you approve of uni- 
lateral action in this country with regard to nation- 
alisation without an international agreement? 

Mr. Fenner Brockway: Yes, I think un- 

doubtedly. 

879. Sir Philip Gibbs: From a moral point of view? 

Mr. Fenner Brockway : We would suppoi't that 

from a moral point of view; but I do not 
think necessarily nationalisation of the armaments 
industry in this country does involve nationalisation 
in other countries. 

880. Sir Philip Gibbs : But do you think that it 
would do any praoticall good to have a nationalisa- 
tion in this country of the arms manufacture without 
an international agreement on that subject? 

Mr. Fenner Brockway: Yes, I think it would 
be of a certain value. The major proposals here are 
related to this countr 3 '; and we would have those 
proposals carried out even if they were not carried 
out in other countries. 

881. Sir Philip Gibbs : You do not think it would 
put this country into a rather dangerous position? 

Mr. Fenner Brockxcay : Well, 1 understand that 
Dr. Addison argued yesterday that nationalisation 
is desirable from the point of view of making the 
armaments industry more efficient for war purposes. 

882. Sir Philip Gibbs: Of course, the people who 
attack nationalisation base it upon the fact that 
whether we nationalise or not the same movement 
of arms from one nation to another would occur, so 
that j'ou would not remedy any abuses in the traffic 
in arms. Would you agree with that? 

Mr. Fenner Brockway : I should say we would 
remedy certain of the abuses and very considerable 
abuses because of the exeedingly important position 
which the British armaments trade occupies in the 
world. After all, our exports of arms are greater 
than any other. Vickers is probably as important 
an armament firm as any in the world in reference 
to international relationships, and if these proposals 
were put into operation I cannot see that happening 
in this countrj'. 

883. Sir Philip Gibbs : Supposing, for instance, we 
were to nationalise and prohibit the export of arms, 
would not that simply increase the markets of other 
nations who did not take that point of view? 

Mr. Fenner Brockway : Yes, I think it would, 
but I cannot imagine for one moment our putting 
through proposals of this kind without them having, 


for example, a tremendous repercussion in America. 

1 should have said that the demand for drastic pro- 
posals is stronger in America, has more public 
opinion behind it in America, than here; and if we 
were to adopt these proposals here they would cer- 
tainly extend to America and there would he in- 
creased piessure for them in other parts of the 
world. 

884. Professor Gutteridge: That is not what hap- 
pened in the case of slavery, though, was it? 1 
think we abolished slavery some thirty years before 
America did? 

Mr. Fenner Brockway : Yes. They were rather 
different circumstances. 

885. Professor Gutteridge : I am afraid I do not share 
your optimism on that point; that is all. 

Mr. Fenner Brockway : Well, I base it on a 
little knowledge of the strength of the movement in 
America. 

886. Sir Philip Gibbs: I want to ask you one or dwo 
more questions. Mr. Walton Newbold this morning 
rather suggested that the labour employed in the 
centres of armament manufacture like Coventry 
were naturally from a trade point of view, and from 
the desire to have good wages, in favour of a con- 
tinued demand for arms, and would therefore, 
perhaps, be against any plan which would limit the 
demand for manufactures of that kind. Now from 
your experience in the Independent Labour Party, 
do you think that that is a fair statement of the 
attitude of the working men in those centres? 

Blr. Fenner Brockway : I can speak of Sheffield 
rather more than of Coventry. I should say this, 
that quite naturally the main desire of the workers 
there is to get work and to have a wage and to have 
security for their families. That is their main 
desire and they would rather have security wKch 
comes from a war industry than no security at all; 
but whilst they say that I do not think there is any 
doubt at all that they would much prefer to be at 
work on peace industries rather than war industries. 
In all my experience that has been the case. At 
conferences against war and for disarmament in 
that area we have actually had representatives from 
the firms engaged in the manufacture of war 
materials. I think that is probably an accurate 
statement. 

887. Professor Gutteridge : I want to ask you 

whether you have considered the question of other 
state enterprises trading in arms. That is not an 
impossibility, is it — ^that if you had universal 
nationalisation of the arms industry a country might 
indulge in the traffic of arms? 

Mr. Fenner Brockway : Yes, except that under 
these rules it would be prohibited from doing so. 

888. Professor Gutteridge : But you would have to 
secure that somehow would you not? 

Mr. Fenner Brockway : Certainly. 

889. Professor Gutteridge : I do not quite see where 
it comes under your rules. 

Mr. Fenner Brockway : Yes, I think it does. 

890. Professor Gutteridge : Oh, possibly under the 
last. 

Mr. Fenner Brpckway : It comes under (/) in 
relation to (j) : “ The export from Britain of 

materials for war purposes shall be absolutely pro- 
hibited .... (j) The British Government having 
adopted these methods to eliminate profit-making 
from war xireparations ” — that is in Britain — 
“ should do its utmost to get them adopted inter- 
nationally.” 

891. Professor Gutteridge : You would have to make 
sure of that, I think, would you not? 

Mr. Fenner Brockway : Well, I would do it as 
a precedent even if we could not get it done in 
other countries. 

892. Mr. Spender : Would you compensate these 

firms whom you propose to abolish? 

Mr. Fenner Brockway : I should apply exactly 
the same principle as is applied to a man who loses 
his work. A man who loses his work is given un- 
employment benefit. His family, we think, is very 
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inadequately maintained. If there was need in the 
case of these owners for their families I would give 
that amount of compensation, but I should not 
accept the principle of compensation as a whole. I 
do not see that an employer or an owner has any 
more right to it than a worker. A worker loses his 
job ; an owner loses his shares. 

893. Chairman : We are much obliged to you. I 
think those are all the questions we wanted to put 
to you. Is there anything you want to add? 

Mr. Fenner Brockway : Yes. I wonder whether 
you would permit me to add this. I happened to 
be in the room when Dame Rachel Crowdy put a 
question about illicit trading to my predecessor in 
the box, Mr. Walton Newbold. 

894. Dame Each el Crowdy : I am prepared to ask 
Mr. Fenner Brockway that question again if he likes. 

Mr. Fenner Brockway: I happened to hear it, 
and there are just two or three instances to which 
I want to draw your attention. The first is rather 
an amusing one which came before the United States 
Senate Committee on Foreign Affairs. 

895. Chairman : What is it you are reading from ? 
Is it something that we have got? 

Mr. Fenner Brockway : No, I am afraid it is 
not. I am reading from my own notes, as a matter 
of fact. The United States Senate Committee on 
Foreign Affairs was inquiring into a proposed 
embargo on war materials in 1932, and Mr. Thomas 
A. Morgan, the President of the All-American Aero- 
nautical Chamber of Commerce, was giving evidence 
and he complained then that European armament 
firms were sending high class fighting aircraft to the 
Canton Government and simply leaving off the 
machine guns and calling them commercial ’planes. 
The amusing fact was that Mr. Green, a member of 
the War Department of the United States, pointed 
out that American firms were doing exactly the 
same thing in another way : they were sending to 
China ’planes which were certified as civil ’planes, 
but through the post were sending blue prints in- 
dicating the manner in which these ’planes could be 
converted into military ’planes. 

896. Chairman : Is that Mr. Green of the Federa- 
tion of Labour? 

Mr. Fenner Brockway: Oh no; this is Mr. 
Green, an official of the State Department, a govern- 
ment official, giving that as his government informa- 
tion. The second point to which I want to draw 
your attention in this matter is dealt with in 
Exhibit 84 of the American Arms Inquiry. That 
evidence showed that in 1934 there was tension 
between Peru and Colombia — not actual hostilities, 
but great tension — and Vickers supplied 1,200 rounds 
of 3-in. ammunition for the sum of 50,000 dollars. 
It was shipped to Para in Brazil, then from Para 
sent to the West Indies, and from the West Indies 
handed over to a Peruvian ship. It was part of a 
contract by which the Electric Boat Company of 
America was delivering two gunboats to Peru. This 
order was kept secret but it was revealed in an 
American technical paper. Mr. Henry R. Carse, the 
President of the Electric Boat Company, then wrote 
to Mr. Spear, another member of the company, as 
follows: “I understood it was our intention to 

camouflage this transaction so as to avoid any com- 
plaints being raised in Washington by the Colombian 
authorities which might prevent delivery of the 
vessels.” 

897. Dame Eachel Crowdy : That was being exported 
from here, was it not? 

Mr. Fenner Brockioay : The ammunition was 
being exported from here. 

898. Dame Eachel Croiody: Was that under a Board 
of Trade certificate, do you know? 

Mr. Fenner Brockway : I should imagine so. 

899. Dame Eachel Crowdy: Was its destination de- 
clared, do you know? Have you been into that? 

Mr. Fenner Brockway: Again I should imagine 
so. I imagine Vickers will have got a certificate. 


900. Dame Eachel Crowdy : Vickers will he able to 
answer that question. 

Mr. Fenner Brockway : I think the probability 
is that Vickers got a licence to send the ammunition 
to Peru. The difficulty was obviously getting round 
Washington rather than around London. But the 
third case is the one to which I wanted to draw your 
particular attention. The United States Government 
placed an embargo upon war materials to Paraguay. 
Du Pont, the big chemical industry of America, was 
asked to quote for the supply of chemical powders for 
explosive purposes. They have the very closest rela- 
tions with the Imperial Chemical Industries of this 
country, and in reply to this application to quote 
they said : “ Advise Ferreira ” — that is the mair who 
was negotiating with the Paraguayan Government 
— “ Cannot quote owing to embargo. I.C.I. London 
will quote direct to you.” Then they sent a letter 
to the I.C.I. in this country in which they say : 
“ Attached is confirmation copy of our cablegram of 
7th June informing you that Sr. Manuel Ferreira, 
our agent in Paraguay who is now in Buenos Aires, 
asked us for prices c.i.f Montevideo on 200 kilos 
Picric acid and 2,000 kilos Flake T.N.T. Wo also 
informed you in our cablegram that we could }iot 
quote from this end owing to the embargo on muni- 
tions and military propellants decreed b.y President 
Roosevelt. In view of the fact that there is no similar 
embargo obtaining in England, we suggested that you 
quote prices to your office in Buenos Aires, who in 
turn would advise Ferreira. Although the inquiry 
distinctly states that prices are wanted c.i.f. 
^lontevideo, we suspect that the material is for 
Paraguay, and since we wish to co-operate with our 
government in observing the embargo, we deemed it 
best not to quote.” 

901. Mr. Spender: What is the date of that? 

Mr. Fenner Brockway : 7th June, 1934. I want 
to be quite careful about the date, because it is not 
actually given on the letter here. — Yes, 7th June, 
1934. That is correct. 

902. Dame Eachel Crowdy : Is that an American 
Exhibit, too, at the Nye Committee? 

Mr. Fenner Brockway : Yes, on pages 1337 and 
1338 of Volume 5 of the Proceedings; and there 
because of the agreement between Du Fonts and 
the I.C.I., when an embargo is put upon the export 
from America they arrange that it shall be carried 
through by the I.C.I. in this country. 

903. Sir Kenneth Lee : Has it not struck you that, 
in view of the fact that all the files of these people 
were seized, they found exceedingly little? 

Mr. Fenner Brockway : I should not say so. 

904. Sir Kenneth Lee: Well, what you have quoted 
now are very small incidents? 

Mr. Fenner Brockway: I think they are very 
characteristic incidents, and I think — I have got to 
be careful how I put this — I think you would find 
that the American armament companies carried 
through a very extensive destruction of materials 
before the searches took place. I think you will 
find that to bo the case, and that actually it was very 
curious how the investigators found odd references 
in letters, and from those odd references they followed 
up and they got further evidence. 

905. Dame Eachel Crowdy : I should like, if I may, 
to substantiate that statement of the witness, because 
Senator Nye told me that himself — that they had 
been able to find out cases, not by the records that 
they found with the big firms, but by slight references 
in letters that they found in the small firms, which 
is your point, is it not? 

Mr. Fenner Brockway : I think after that state- 
ment I can say it was Senator Nye who was the 
source of my information. 

906. Chairman : I think, if that is all you wish to 
add, that is all we wish to ask you, and therefore we 
will adjourn now for the day. To-morrow .we u'ill 
meet at 10.30 and continue the questions to Dr. 
Addison. 


{Adjourned to to-morrow, 10.30 a.m.) 
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STATEMENT OF EVIDENCE TO BE SUBMITTED ON BEHALF OF THE 

INDEPENDENT LABOUR PARTY. 


1 . So long ago as 1921 the Eii-st Sub-Committee of 
the" Temporary Mixed Commission of the League of 
Nations reported a series of charges made against 
armament firms. The evidence given to the Com- 
mittee has not been published, but the efforts of 
investigators in various countries have revealed a 
considerable body of facts which support the charges. 

In particular, the proceedings of the Special Com- 
mittee of the United States Senate Investigating 
the Munitions Industry have been important in this 
respect. Below we reproduce the charges, with 
relevant evidence relating to British firms. 

2. The American Inquiry has been able to obtain 
important evidence because it has the power to 
examine the files and books of any firm in the United 
States which manufactures munitions. In respect of 
evidence it lias the same authority as a British court of 
law possesses, with the rights of search given by a 
search warrant. If papers or witnesses are re- 
fused, the defaulters can he found guilty of “ con- 
tempt of the Senate ” and can be fined or imprison^. 
Perhaps equally important, the American Inquiry 
has a staff large enough to carry out the investiga- 
tion thoroughly. There are thirty trained investiga- 
tors, who have the power to enter the premises of 
any firm engaged in the production of war material 
and demand to see all papers, books and letters. 
The thirty investigators are supported by a staff of 
thirty office workers. 

3. If the present British Commission had similar 
powers, it would not be necessary for organisations 
like the Independent Labour Party to submit evi- 
dence regarding the activities of British armament 
firms. The facts could be obtained directly. We 
are under the disadvantage of having to rely upon 
such facts as have been revealed either casually or 
through the American Inquiry. 

4 . IVe reproduce below the charges reported by the 
League of Nations Committee and indicate support- 
ing evidence. If we were to include evidence regard- 
ing the armament firms of other countries it would 
be possible to justify every charge. For the purpose 
of this Inquiry we have limited evidence to that 
relating to British firms: — 

(a) Armament firms Tiave been active in fomenting 
mar scares and in persuading their own coun- 
tries to adopt warlike policies and to increase 
their armaments. 

The Liberal Government elected in 1906 adopted 
a policy of reduced expenditure on armaments. From 
1908 to 1910 the profits of armament firms fell 
seriously. The dividends of Vickers and Armstrong, 
for example, fell from 15 to 10 per cent. 

On March 3rd, 1909, Mr. Mulliner, manager of the 
Coventry Ordnance Works, was received by the 
Cabinet and convinced its members that the German 
Government was secretly accelerating her naval pro- 
gramme. Mr. Asquith, the Prime Minister, and Mr. 
McKenna, the First Lord, announced in the House 
of Commons that Germany would build seventeen 
Dreadnoughts by March, 1912, instead of the nine 
publicly announced. Parliament immediately voted 
an increase of naval expenditure of £4,603,002 for 
the building of four Dreadnoughts. Of this amount 
£4,409,502 went to the private armament firms. 
Before the end of the year the Government re- 
sponded to a demand, fostered by the leaders of the 
Opposition and the popular press, for four more 
Dreadnoughts. When March, 1912, came the state- 
ments of Mr. Mulliner were proved unjustified. 
This incident undoubtedly contributed to the tension 
which preceded the World War. 

The immediate result of Mr. Mulliner’s approach 
to the Cabinet was to send up armament profits. The 


profits of Vickers the year before were £424,000. 

In succeeding years they were: £474,000; £544,000; 
£745,000; '£872,000. 

(b) Armament firms have attempted to bribe Govern- 
ment officials both at home and abroad. 

Early in 1910 Rear-Admiral Fuji! was sent by the 
Japanese Government to Britain to report upon 
estimates submitted by Vickei-s and Armstrong (then 
separate firms) for a battle cruiser. He recommended 
the acceptance of the Vickers estimate, and in 
November, 1910, a contract to the value of £2,367,100 
was signed. 

Admiral Fuji! was in 1914 concerned in a case 
in the Japanese courts. Evidence was given that 
he was on intimate terms with the director of the 
Vickers works at Barrow, that the director had asked 
the admiral to show his goodwill towards Vickers, 
and that after the accused’s return to Japan, the 
director, Vidth a view to reciprocating his goodwill, 
had remitted, over a period of years, certain large 
sums of money to the admiral. {Japanese Weekly 
Chronicle, June and July, 1914.) 

Three year-s previously, according to the same- 
paper, Admiral Fuji! received “.remittances ” in 
connection with an order given by the Yarrow Ship- 
building Yard; a “remittance” of £1,000 from 
Weir and Co. in connection with an order for 
machinery and pumps ; and a gift of £1,750 from 
Arrol & Co. subsequent to an order for materials 
valued at £33,620. 

"We have no evidence of bribery of Government 
officials at home. There is, however, a subtle method 
adopted by armament firms for obtaining influence 
over Government departments to which attention- 
should be called. It is their custom to appoint -to 
their directorates, or to important posts in their 
service, officials of high standing in the Ministerial 
departments on their retirement from Government 
service. This custom, whilst it cannot be described 
as -bribery, has certain advantages which have been 
stated frankly by the technical newspaper Arma- 
ments and Ammunition (September, 1913) : — 

“ Contractors naturally are very keen to avail 
themselves of the services of prominent officers 
who have been associated with work in which 
the contractors are interested. The chief thing 
is that they know the ropes, since the retired 
officer who keeps in touch with his old comrades: 
is able to lessen some of these inconveniences, 
either by gaining early information of coming 
events or by securing the ear of one who would 
not afford like favours to a civilian. . . . 

Kissing undoubtedly goes by favour, and some 
of these things that happen might be charac- 
terised as coiTuption.” 

The directors of Vickers- Armstrong include six 
retired high-placed officials in Government circles 
or ex-officers in the fighting services : — 

General the Eon. Sir Eerbert Lawrence. 
Chairman of Vickers since 1926. Cliief of Staff, 
Headquarters, British Army in France, from 
January, 1918. Left Army on retired pay, 1922. 

Sir Mark Webster Jenkinson. Formerly Con- 
troller of the Department of Factory Audit and 
Costs at the Ministry of Munitions, and Chief 
Liquidator of Contracts at the Ministry of 
Munitions after the War. 

General Sir J. F. Noel Birch. A.fter a long 
military career was Artillery Adviser to the 
Commander-in-Chief in France, 1916-19. Direc- 
tor of Remounts, 1920-21. Director-General of 
the Territorial Army, 1921-23. Master-General 
of the Ordnance and Member of the .4rmy 
Council, 1923-27 . 
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Sir J. A. Cooper. Principal in Charge of Raw 
Materials Finance at the War Office, 1917-19; 
then became the Director of Raw Materials 
Finance at the Ministry of Munitions, 1919-21. 

Sir .I. C. Hadcock. Formerly an Associate 
Member of the Ordnance Committee. 

Engineer Bear-Admiral B. Beeman. Deputy 
Engineer-in-Cbief to the Admiralty since 1932. 
(Admiral Beeman was appointed “ Special 
Director ” and Engineering Manager at Barrow 
in May, 1935. 

(c) Armament firms have disseminated false reports 

concerning the military and naval programmes 
of various countries in order to stimulate 
armament expenditure. 

See evidence under (a). 

(d) .Armament firms have sought to influence public 

opinion through the control of newspapers in 
their own and foreign countries. 

We have no evidence of this in connection with 
British firms, though there is considerable foreign 
evidence. 

In this connection, however, attention should be 
drawn to the allegations that several of the foreign 
correspondents of the Times have also been agents 
of Vickers. 

(e) Armament firms have organised international 

armament rings, through which the armaments 
race has been accentuated by playing off one 
country against another. 

fi) Armament firms have organised international 
armament trusts, which have increased the 
pi'ice of armaments to governments. 

Before the War there were two international rings 
of gunpowder and explosive manufacturers with 
which British firms were connected. 

The Nobel Dynamite Trust Company was regis- 
tered as a British company. It owned, or was 
interested in, six British companies, with three of 
which Vickers shared directors. It was similarly 
connected with four German firms, and was one 
section of the International Cartel of Powder Manu- 
facturers, which represented firms in Britain, Ger- 
many, France, Russia and Japan. During the War 
this trust supplied gunpowder and explosives both 
to Germany and Britain. Its German and British 
partnership was only dissolved in May, 1915, nine 
months after the outbreak of war. Despite the fact 
that enemy property was generally confiscated, the 
British and German Governments gave passports 
for agents of this trust to meet in Holland to 
arrange for an exchange of shares. 

Similarly there was the Chilworth Gunpowder 
Company, with headquarters at Vickers House, 
Westminster. It had 13 shareholders. Four of these 
bore the name of Vickers. A fifth (Sir Trevor 
Dawson) was the managing director of Vickers, a 
sixth (Mr. Meade Falkner) was a director of Arm- 
strong. Among other directors were Louis Hagen 
and Carl Duttenhofer, directors of the German 
Arms and Munitions Factory. 

There was also an international armour-plate ring 
known as the Harvey United Steel Company, in 
which all the leading armour-plate firms were 
associated. The chairman was Mr. Albert Vickers, 
the managing director of Vickers-Maxim. Its 
directorate included representatives of the four main 
British armour-plate firms at the time (Charles 
Cammell, John Brown, Armstrong- Whitworth, and 
Vickers-Maxim), the two most important German 
firms (Krupp and Dillinger Steel), the three chief 
French firms (Schneider, Chatillon Steel and St. 
Charmont Steel), the Terni steel works of Italy, 
and the Carnegie Steel Company of the U.S.A. This 
group of firms was linked with nearly all the armour- 
plate companies in the world, covering (in addition 
to the countries mentioned above) Russia, Austria, 
Japan, Spain and Portugal. 

Since the War the armament firms have not been 
so openly associated in international organisations. 


but international connections are close and there is 
evidence of international agreements. Vickers- 
Armstrong has associated companies not only in the 
British Empire (Canada, Ireland, New Zealand and 
India), but in Spain, Italy, Rumania, Holland, 
Poland, France, Japan and South America. The 
associated companies include the Sociedad Espanola 
de Construccion Naval, of Spain, the Societa Vickers 
Terni, of Italy, the Fokker and Junkers Company 
(Dessau), of Holland, the Societe de Material de 
Guerre, of Poland, the Japanese steel works, a 
part of the Japanese armament combine, Mitsui. 
Vickers-Armstrong has works in Rumania and at 
the time of the Vickers-Armstrong amalgamation 
the subsidiary companies included Vickers-Schneider 
(which links up Vickers with the great French com- 
bine, Schneider-Creusot) and companies in South 
America. 

During the proceedings of the American Inquiry 
an agreement between tbe Electric Boat Company of 
New Jersey and Vickers, Ltd., was entered as an 
“ exhibit.” Under this agreement Vickers takes 60 
per cent, of the profits on submarines built in 
Vickers’ yards in Britain and the E.B.C. 40 per 
cent. ; in the case of submarines built in other 
yards in Britain and Ireland, or yards in con- 
tinental Europe, the two companies share profits. 
The agreement also contains provisions for the 
division of the world into reserved territories for 
submarine selling by the two companies. The British 
Empire is reserved exclusively for Vickers. The 
U.S.A. and its colonies and dependencies, and the 
Republic of Cuba, are reserved exclusively for the 
E.B.C. Correspondence between the two firms, 
entered as “ exhibits ” at tbe American Inquiry, 
made it clear that the relations of Vickers and the 
E.B.C. are used to “ increase prices.” We draw 
your attention particularly to exhibit No. 91 (a 
letter from Mr. Henry R. Carse, President of the 
E.B.C., to Sir Trevor Dawson, chairman of Vickers, 
Ltd.), and exhibit No. 125 (a letter from Sir Charles 
W. Craven, of Vickers, to Mr. L. Y. Spear of 
the E.B.C.). 

5. To these charges reported by the League of 
Nations Committee many could be added. We wish 
to draw your attention especially to these further 
facts : — 

(a) British armament firms have produced war 
materials for other countries which have been 
used against Britain in time of war. 

For example : — 

The Turkish arsenal and dock at the Golden 
Horn and the naval base at Ismid, used against 
British and Australian troops with such terrible 
effect in the Dardanelles, were maintained up to 
the very eve of the war by Vickers and Arm- 
strong. They signed the contract with the 

Turkish Government at the end of 1913. Mr. 
Hugh Dalton stated in the House of Commons on 
11th March, 1926, that the ” shells which were 
fired into the Australian, New Zealand, and 
British troops ” were also suiDplied by Vickers. 

The docks of Henry Whitehead & Co. (a sub- . 
sidiary of Vickers and Armstrong) at Fiume in 
Austria provided torpedoes, torpedo-boats, 

torpedo-boat destroyers, submarines and mines 
for Austria immediately before the W'orld War 
and during the War these docks were used to 
supply the navies of the Central Powers. 

(b) British armament firms have prolonged the war 
between Paraguay and Bolivia, despite the 
outlawing ” of this war by the League of 
Nations, by supplying war material to both 
sides. 

According to the British Government’s returns, 
2,130,550 rounds of ammunition were exported to 
Bolivia between January, 1932, and June, 1933, and 
16,570,000 rounds to Paraguay. In addition, 99 
machine guns and 6 tanks were exported from 
Britain to Bolivia. 
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■(c) British armament firms provided the Japanese 
Government with war materials for use against 
China, despite the condemnation by the League 
of Japanese aggression. 

During 1932, according to official figures, British, 
armament firms exported to Japan 5,361,450 small- 
arm cartridges, 4,909 cwt. of high explosives, and 
■other explosives to the value of £40,239. 

(d) Although the re-armament of Germany has been 

condemned by the British Government, British 
armament firms have advertised field artillery 
in the German military press and have supplied 
Germany with aeroplane engines. 

Vickers-Armstrong advertised 105 mm. field 
artillery in the Militar-Wochenblatt, in April, 1932. 
(See reproduction of advertisement in “ The Bloody 
Traffic.") 

In May, 1934, eighty Armstrong-Siddoley aeroplane 
engines were sold to Germany. This is not an 
isolated instance. 

It may be added that raw materials necessary for 
war preparations have also been exported heavily 
from Britain. 

Financial News of 15th May, 1935, stated: — 

“ a large part of the increase of German imports 
from Britain is accounted for by the extra im- 
ports of such essential war materials as iron ore, 
copper ore, mineral oils, etc. ... In every single 
instance, net imports into Germany of these out- 
standing war materials have shown a more or less 
spectacular rise in 1934. And on balance the 
first three months of this year show a continuance 
of that tendency.” 

The same issue of the Financial News reports 
that German firms have been given £5 millions credit 
by British firms to enable them to make these and 
other purchases. 

(e) British armament firms have provided icar 

materials to the Chiang Kai Shek Government 
in China for its tear against the Chinese Soviet 
Bepublic. 

The official returns of British arms exports to 
China are significant. They rose in value from 
£7,300 in 1932 to £223,000 in 1933. In 1932, British 
armament firms were exporting arms in the Far 
East mainly to Japan to be used against the Chinese 
Government. In 1933, the British armament firms 
began heavily to assist the Chinese Government in its 
war against the Chinese Soviet Republic. 

6. We are aware that the armament firms are only 
permitted to export arms openly to other countries 
under licences received from the British Govern- 
ment. This does not absolve from blame the arma- 
ment firms which have supplied governments con- 
ducting wars condemned by the League, but it does 
also involve the Government in the responsibility. 

Sir John Simon has explained that licences are 
only granted when the exports are consigned to 
de facto governments. Under present conditions the 
rule to supply only recognised governments with arms 
may mean that war materials from this country are 
being used to maintain cruel tyrannies. In the case 
■of China, for instance, most liberal-minded people, 
in addition to Socialists, would recognise the Chinese 
Soviet Republic as far more civilised than the Chiang 
Kai Shek Government. 

An incidental point of importance should be em- 
phasised. British workmen are employed on the pro- 
duction of these war materials without any knowledge 
of where they are to be used. They may accordingly 
be engaged in making death-dealing instruments to 
destroy those with whose cause they sympathise. In 
our view workmen have a right to know for whom 
and for what purpose they are making materials of 
slaughter. So long as exports in war materials are 
permitted, the public, and particularly the organisa- 
tions representing the workers employed in making 
them, should be informed of the intended destination 
of any order before it is put in hand. 


7. The methods of armament firms, as indicated 
above, are specially repugnant because thej' deal in 
articles of human slaughter; but it should be recog- 
nised that they are following the normal practices 
of industries under the present economic system of 
capitalism. The capital of armament firms is pro- 
vided by shareholders who expect dividends and 
welcome high dividends. The dimension of the divi- 
dends depends upon the sale of goods and the margin 
of profit made upon the orders received. To achieve 
these results armament firms adopt the ordinary 
methods of business. The most efficient goods must 
be produced. A market must be created by smart 
salesmanship, enterprising publicity, and the careful 
encouragement of conditions which facilitate orders. 
Goods must be sold within the limits of the law to 
whomsoever will buy. Rings and trusts must be 
formed to extend orders and keep up prices. If 
instances can be cited of the use of bribery to obtain 
orders, it will not be pretended that this method is 
confined to the armaments industry. 

8. But there is this difference between the arma- 
ments industry and most industries. With few ex- 
ceptions (however badly they may function under 
capitalism), other industries are engaged in the pro- 
duction of goods necessary for life or the enjoyment 
of life. The armaments industry, on the other hand, 
is engaged in the production of goods for the pur- 
pose of death. Those goods are the most efficient 
which enable the most human beings to be killed with 
the greatest ease. The success of salesmanship and 
publicity is measured by the extent to which these 
death-dealing goods are spread over the world. The 
conditions to be created for good business prospects 
are international tension, circumstances threatening 
war, and the intensification and prolongation of war 
when it occurs. The purchasers of the goods may be 
enemy governments which will use them to decimate 
the fellow-citizens of the armament-makers. The 
rings and trusts may be used, to quote the League 
report, “ to play off one country against another ” 
in armaments rivalry and to hold governments up to 
ransom by extorting higher prices. These differences 
naturally invite the question whether the community 
should permit this industry to remain on a profit- 
making basis and in its search for markets to 
encourage conditions endangering peace. 

9. TFe submit that it is urgently necessary to end 
the motive of profit-making in all war preparations. 

10. On examination, however, it wiU be found that 
it is difficult to separate the industries engaged in 
the production of war materials from ordinary in- 
dustry. The war industry is interwoven with the 
whole economic system. Most of the war material 
industries are also engaged in the production of 
goods for civil purposes; armament industries con- 
struct machinery, transport vehicles, typewriters. 
The chemical industries which produce explosives 
and poison gas, produce chemicals for peace purposes 
on a large scale. The aircraft works which produce 
fighting and bombing ’planes, produce ’planes for 
civil purposes. The oil companies, which play an 
important part in the economic preparations for 
war, provide oil for motor and ship transport and 
for industry generally. 

1 1 . There are also close connections between the 
war material industries and other industries, and 
particularly the banks. Vickers, for instance, is 
associated with electrical, rubber, steel, iron, and 
coal companies (see Fconomist, 4th August, 1934), 
and its directorate is closely linked with banking 
concerns. General 'Sir Herbert Lawrence, chairman 
of Vickers-Armstrong, is also the chairman of the 
Anglo-International Bank, Ltd., and managing 
partner of Glyn Mills & Co., the important 
bankers, and a director of the Bank of Rumania, 
Ltd., and a member of the London Committee of 
the Ottoman Bank. Sir 0. H. Niemeyer, another 
director, is one of the most influential figures con- 
nected with the Bank of England, and is also a 
director of the Anglo-International Bank, Ltd.,^ and 
a member of the London Committee of the National 
Bank of Egypt. The directors of Vickers-Armstrong 
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have connection with banking concerns in America, 
China, India, Australia, Rumania, Turkey and 
Egypt. Moreover, the banks have a large share in 
the ownership of armament firms. The banks have 
larger blocks of shares of all classes in Vickers, Ltd., 
than any individual except Mr. Douglas Vickers 
(with others) . The following are instances : — 
Westminster Bank, Ltd. 

10,291 ordinary 

3,440 5 per cent, cumulative preference. 
Clydesdale Bank, Ltd. 

9,473 ordinary. 

2,360 5 per cent, cumulative preference. 
Messrs. Coutts & Co. 

7,768 ordinary. 

S. Japhet & Co. 

6,702 ordinary. 

12. When we come to examine the international 
connections of the war material industries the deep 
way in which they are embedded in the present 
economic structure is emphasised still further. We 
have already indicated the international connections 
of Vickers. Of equal importance is the Imperial 
Chemical Industries, Ltd., which has a virtual 
monopoly in this country in the preparations for 
chemical warfare. Exhibit No. 461 in the proceed- 
ings of the American Inquiry gives the subsidiary 
companies of the I.C.I. and its investment and con- 
tractual interests in world markets. The list shows 
that the I.C.I. has 21 “ Foreign Alliances ” : eight 
in Belgium, five in France, three in Germany, two 
in Italy, and one each in Norway, South Africa and 
Switzerland. It has, in addition, foreign invest- 
ments in 30 companies: U.S.A., 6; Belgium, 3; 
Australia, 3; two each in France, Czecho-Slovakia, 
Germany, and South Africa ; and one each in 
Austria, Spain, Hungary, Canada, Rumania, 
Argentina, Chile, China, India and Japan. These 
companies manufacture explosives, sporting ammuni- 
tion, fuses, detonators, nitrogenous fertilisers, 
ammonia and dyestuffs. Practically all are poten- 
tial manufacturers of war materials — gases, ex- 
plosives and ammunition, etc.— but they are also an 
important part of peace industry. 

13. It is clear that a proposal to nationalise war 
material industries within Britain would not be 
enough. Recommendations to be effective must also 
deal with the participation of British concerns in 
the war industries abroad. Even if an international 
rule were adopted, say on the initiative of the 
League of Nations, that industries engaged in the 
production of war materials should be nationalised 
in all countries, the problem would not be solved. 
The difference in the case of the small nations 
would, under present conditions, be more apparent 
than real. The governments of such nations would 
only be able to nationalise their war industries by 
raising international loans. Such loans would be 
floated in London, Paris, New York and other finan- 
cial centres. The financiers behind these loans, and 
the governments supporting them, would in fact be 
the owners of such industries. 

This opens up dangerous prospects of small nations 
being used as the pawns of the big powers, which 
would naturally utilise their economic resources to 
win prospective allies. A new form of Economic Im- 
perialism would be developed in which the govern- 
ments of the big powers would be directly involved in 
maintaining the efficiency of the nationalised war in- 
dustries of their smaller allies. It would obviously 
be in the interests of the associated “ nationalised ” 
industries to exchange information regarding new 
processes and new destructive instruments and 
chemicals. Rivalries would probably develop 
between the different groups of big powers and 
satellite nations. Political alliances would be sup- 
plemented by war-industry alliances. This is not a 


reassuring prospect. Any remedies to be effective- 
must clearly deal with the question of international 
loans for war industries. 

14 . Such facts as these indicate that the problem 
of the war industries is inseparable from the whole 
political and economic system under which we live. 
To adopt a phrase which has recently become 
famous : The economic structure of capitalism is one 
and indivisible. “ Then where’s the hope this trade 
in death will die? ” the late Mr. Israel Zangwill 
made one of his characters ask. The answer was, 
and is : — 

“ There IS none while this social order lives. 

“ The man of business is the God of War, 

“ And gold ipulls all the strings and all the 
triggers.” 

15 . Meanwhile, we make the following recom- 
mendations with the object of removing so far 
as is possible the profit-making incentive from war 
preparations. They are designed to deal not only 
with the war industries in Britain, but also with 
British-owned companies in other parts of the world 
and with the relations of British companies to com- 
panies abroad : — 

(a) All establishments in Britain — factories, 
mills, workshops, laboratories, etc.- — which are 
primarily devoted to the production of war 
materials shall be nationalised, and shall be 
placed under a Minister directly responsible to 
Parliament. A workers’ council, representing all 
grades of workers employed, shall be responsible 
for the control of the working conditions in these 
establishments. 

(h) All British concerns owning establishments 
abroad which are used for the production of war 
materials shall transform them by a given date 
into establishments for the production of peace 
goods, or else disband them. 

(c) All British concerns which have arrange- 
ments with companies abroad for the production 
or sale of war materials, shall end them by a 
given date. 

(d) It shall be made illegal for any British 
citizen after a given date to own or to hold 
shares in any industry, either at home or abroad, 
which is primarily devoted to the production of 
war materials. 

(e) If orders for war materials are given by 
the Government to any concern not state-owned, 
the work shall be done on a costings basis with- 
out profit. 

(/) The export from Britain of materials for 
war purposes shall be absolutely prohibited. 

(g) No British firm, bank, or individual shall 
participate in loans for the purpose of the pro- 
duction, transport, or sale of war materials in 
any part of the world. 

(h) It shall be a criminal offence for any 
British citizen to solicit for orders for war 
materials or, on behalf of any firm, to attempt 
to exert influence against any proposals which 
may bring about a reduction of such orders. 

(i) Committees of workers shall be appointed in 
all esthblishments concerned at any time in the 
production of war materials to assist in ensuring 
that these regulations are carried out. A 
national committee representative of the workers’ 
organisations shall be appointed for a similar 
purpose. 

(/) The British Government, having adoipted 
these methods to eliminate profit-ma'king from 
war preparations, shall do its utmost to get them- 
adopted internationally. 
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TEEMS OF EEFEEENCE — 

(1) To consider and report upon the practicability and desirability (both from 
the national and international point of view) of the adoption {a) by the United 
Kingdom alone, {h) by the United Kingdom in conjunction with the other 
countries of the world, of a prohibition of private manufacture of and trade in 
arms and munitions of war, and the institution of a State monopoly of such 
manufacture and trade. 

(2) To consider and report whether there are any steps which can usefully 
he taken to remove or minimize the kinds of objections to which private manu- 
facture is Stated in Article 8 (5) of the Covenant of the League of Nations to 
be open. 

(3) To examine the present arrangements in force in the United Kingdom 
relative to the control of the export trade in arms and munitions of war, and to 
report whether these arrangements require revision, and, if so, in what directions. 


MINUTES OF EVIDENCE 


TAKEN BEFORE THE 

ROYAL COMMISSION ON THE PRIVATE 
MANUFACTURE OF AND TRADING IN ARMS 


FOURTH DAY 

Wednesday, 19th June, 1935 


PEESENT : 

The Rt. Hon. Sir JOHN ELDON BANKES, P.C., G.C.B. (Chairman). 

Sir PHILIP GIBBS, K.B.E. Sir KENNETH LEE, LL.D. 

Dame RACHEL E. CROWD Y, D.B.E., R.R.C., LL.D. Professor H. O. GDTTERIDGE, K.O., LL.D., M.A. 
Sir THOMAS ALLEN. Mr. J. A. SPENDER. 

Mr. E. TWENTYMAN (Secretary). 

Mr. D. HAIGH (Assistant Secretary). 


Chairman : Before commencing the hearing of Dr. 
Addison’s evidence, I feel it right to make a shoi’t 
statement with reference to something that 
Mr. Pollitt said on the last occasion when we met. 
He said that my name appeared on the register of 
Imperial Chemical Industries Ltd., as the holder of 
a substantial number of shares in that Company. 
Had it not been that I was a member of this Commis- 
sion I should not have taken any notice of the state- 
ment, but I recognise to the full how important it is 
that a member of the Commission should be free from 

The Right Hon. Christopher Addison, P.O., 

o70. Chairman : We are very much obliged to you. 
Dr. Addison, for coming to give us the result of your 
experience and j'our opinion. You have supplied 
us with a very full and detailed statement,* not only 
of the materials upon wliich you found your opinion, 
hut a general history of the position during the 
time you were either Parliamentary Secretary or 
Minister, and also you have in this very full state- 
ment given us some idea of what the position was 
before you 'became directly connected with munitions 
work. Subject to what you may think, what 1 
suggest is this. The full statement that you have 
submitted, containing not only your views as a result 
of j'oup experience, but also all the materials — I will 
not say all the materials, but a fairly full statement 
of all the materials — upon which you founded that 
opinion appear in this printed document, and the 
document will appear as a whole as part of our 
proceedings ; and, of course, that is necessary, because 
you would naturally wish that the materials upon 
which you found your opinion should appear at the 
same time as your conclusions and your opinion ; and 
what I suggest (if it is convenient to you) would be 
convenient to us is that you should commence your 
evidence before us to-day at that point of this state- 
ment which you consider is the fair commencement 
of your conclusions, and, with regard to the earlier 
part, which contains the general history of the 
position, that yon should merely indicate to us the 
heads that you wish us to bear in mind before you 
deal with your conclusions. Is that convenient and 
satisfactory to you? 

Vr. Addison : Yes, I think that would be a con- 
venient way of dealing with it; it being understood, 
of course, as you have exuilained, that the material 
ujion which I have based my conclusions is a part 
of ray evidence, although we do not go over it 
verbally. 

* Appendix, p. 109. 


any appearance of bias, and I therefore wish to state 
that, though for many years a number of United 
Alkali shares, recently converted into I.C.I. shares, 
stood in my name as trustee of the estate of a 
relative, that trust expired last year and all the 
shares were distributed and passed out of my name 
months before I was invited to become a member of 
this Commission. I hope that the Press, who re- 
ported Mr. Pollitt’s statement, will also refer to 
this explanation of the facts. 

I.D., F.R.C.S., M.P., called and examined. 

571. Chairman: Then may I first of all indicate the 
position you occupied in reference to this matter? 
It appears in the first paragraph that you were in- 
formally appointed on the 26th May, 1915, I think, 
as Parliamentary Secretary, was it? 

Dr. Addison : Yes. 

572. Chairman ; And you continued in that position, 
I think, from May, 1915, to July, 1917 ; you either 
continued to occupy that position or the position of 
Minister of Munitions? 

Dr. Addison : That is so. 

573. Chairman: And the earlier part of this docu- 
ment is concerned mainly with your experience 
during that period ? You have also, by way of further 
introduction, given us some statement as to the 
position between October, 1914 and May, 1915? 

Dr. Addison : Yes. I think that is material to 
indicate the reasons for a Ministry being established 
at all. 

574. Chairman : Would you read to us your conclu- 
sions, just indicating the main points you wish to 
refer to, or shall we go straight to the point at 
which you think you would begin to deal with your 
conclusions — ^just as you prefer. 

Dr. Addison : The first 22 paragraphs are narra- 
tive. They set ont the position ns wo found it, 
and the reasons that emerged from our examination 
of the case and experience of the practical difficul- 
ties. They set out the reasons for my expressing the 
view that dependence upon private manufacture 
proved to be not only insufficient but dangerous, be- 
cause of the reliance that it led the nation to have 
upon that system, which proved to he inadequate. 
The reasons for that inadequacy are set out in 
those paragraphs, and the results of the inadequacy 
in terms of arrears, and so forth. I analyse them 
as being in substance due to three main conditions 
which, I suggest, inevitably attach to that system, 
namely, its inelasticity — that is to say, it is not 
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capable of expanding in accordance ivith war re- 
quirements because of the limitations which neces- 
sarily attach to it — and its inadequate control over 
obtaining sufficient supplies of labour or materials 
or machinery, and securing their adequate and 
appropriate distribution for the purpose of war ex- 
pansion. The conditions which, in my view, must 
attach to that system are set out in those 22 
paragraphs. 

I deal also in those paragraphs, iiarticularly jiara- 
graphs 18 and onwards, with what, in mj’ view, is 
the inevitable costliness of that system — the extra- 
vagance, or, at all events, the high costs that we 
found to attach to it — and what we had to do in 
order to check that. That is set out in those 
paragraphs. 

Paragraphs 23 to 48 set out in detail what I 
believe to be the inherent imperfections of that 
system, which, because of our reliance upon it, are 
necessarily dangerous in time of war, and I think 
the facts abundantly showed that they were. 

Then in paragraphs 48 to 54 I come to a set of 
matters which I think it may perhaps be material to 
refer to in detail later, when I describe the necessity 
of there being a single depai'tment. You will see 
there I tell the story of how. in the first instance, 
a Ministry had transferred to it certain duties, but 
that as a result of experience we found that it was 
necessary that certain others should be attached, 
until I am afraid in the long run we absorbed the 
whole lot more or less — the ordnance factories, the 
responsibility for design, inspection and filling, and 
generally the delivery of the completed articles, be- 
came the duties of the Ministry. You will see in 
paragraph 50, a decision of the War Council on the 
27th January, 1916, whereby 

“ (a) The responsibility for designs, patterns and 
specifications, and for testing arms and ammuni- 
tion rests with the Ministry of Munitions. 

“ (b) The Army Council is responsible for the 
general nature and amount of the weapons and 
equipment required. 

“ (c) When it is necessary that new weapons, 
stores, or articles of equipment should undergo 
practical trials by troops either at home or in the 
field the co-operation of the Army Council should 
be sought by the Ministry. 

“ (d) The Army Council should he represented on 
advisory committees or bodies under the Ministry 
of Munitions to the extent that they think 
desirable.” 

Now, Sir, those four conclusions really emerged 
from the experiences of that year, and we found in- 
creasingly from the very beginning to the end that 
it was necessary to supply and manufacture that the 
gjowers and duties should be in one body, namely, 
the Ministry. Simply stated, it boils down to 
this ; that the War Departments were to tell us 
what they wanted and we .were to supply it; and 
from that time in the War to the end that arrange- 
ment remained unaltered and it worked quite well. 
The point I am making here is that bitter ex- 
perience compelled us to obtain that concentration 
of design, manufacture, and all the rest of it, whicli 
is set out in this paper, and that that system must 
be adopted if we were unfortunate enough to have 
another war. That relates, anyhow, to the con- 
centration of power. There is an exhibit there— 
Flxhibit M* — which .sets out that in detail. It re- 
lates particularly to the responsibility for design, 
and there are further notes about inventions, and 
.so on, and Woolwich. If it is appropriate, I would 
like to answer questions which you may address to 
me later on this branch of the subject, because I 
see that Sir Eustace d’Eyncourt gave some evidence 
relating to the position of design in relation to 
supply. I do not want to interrupt my general re- 
view now, but I hope that later you will allow mo 

* Appendix, pp. 134-5. 


to return to that question, because I regard it as of 
great importance. 

Then, leading up to what I recommend in para- 
graphs 48 to 54, I indicate — what is dealt with in 
detail a little later — the need, in my view, for a 
single department of state — and I indicate, merely 
as one of the many illustrations I could give you if 
you wished them, the difficidties that arose out of the 
manufacture of aeroplanes, which was, up to 
January, 1917, the business of a number of dilferont 
departments — ^the War Office, the Admiralty, and 
the Air Board. I will ask you, in your cross- 
examination, if you will, to revert to that matter, 
because it is, in my opinion, a signal illustration 
of the waste .which inevitably attaches to a system 
whereby different departments are ordering similar 
goods. Another disadvantage which attaches to 
that system which is of great importance, and 
related to what I said about design a minute 
or two ago, is referred to at the bottom of 
paragraph 53, where I indicate that, as a result of 
a number of different departments ordering similar 
goods, you came to have an endless multiplicity of 
types and a great overlapping of contracts, which 
lead not only to waste but to establishing a 
hindrance to adequate supply. That I will explain, 
if I may, in detail when you revert to it later, but 
it relates to this same issue of the concentration of 
authority with regard to supply and design, and 
provides a signal illustration of the need for it. 

Then the next group of paragraphs, paragraphs 
55 to 61, relate to what I think cannot bo 
exaggerated from the point of view of its financial 
importance, and that is the control of prices and 
the general cost-accounting .system which .we had to 
develop in order to safeguard expenditure. In the 
earlier part of the statement of evidence I give the 
reference to my being put in charge and establish- 
ing Sir Hardman Lever and a number of other 
gentlemen in charge of this business and obtaining 
adequate powers for dealing with it. That matter is 
indicated in paragraph 13, and in the exhibits 
I give chapter and verse by way of one or 
two illustrations as to the enormous economies which 
arise out of the establi.shment of that system and 
refer inter alia, in paragraph 22, to the powers that 
we obtained in the IMunitions of War (Amendment) 
Act, which gave us the authority to deal with cost- 
ings and prices. 

Then paragraphs 62 to 67, .shall I say, merely 
summarise what has gone before. These paragrajffis 
are rather important in one other respect — in con- 
sidering what should be the extent of the state 
manufacture. Whatever the system may be, one has 
to consider what it is you mean hy “ munitions of 
war ” and a rough classification is indicated in those 
paragragdis. In paragraph 62 you will see that I 
speak of “ products manufactured for, and only for, 
the purpose of war ” and I call them for the sake of 
convenience Group A, because one knows that you 
are bound to consider the practical question as to 
where j'ou are to stop, or where you are to begin. 

I suggest there that, for these purposes an.vhow, 
it is practical, and we found it entirely prac- 
tical, to make a sufficient distinction, and I 
think the definition there suggested woidd be 
found to bo a useful working rule, and to be good 
enough. It is true that cast iron, which is used on 
the outside of a homb, is used for tens of thousands 
of purposes, but a bomb fuU of explosives is not; 
it is onl 3 ' made for one purpose, and that is war. 
Then there is Group B, referred to in paragraph 63, 
which presents more difficulties when you are pre- 
scribing the extent to which the st.ate supply de- 
partment should be responsible, and perhaps I might 
just read three or four lines. 

575. Chairman : If you please. 

Jir. Addison: “In another class there arc 

supplies of a lethal typo, such as .some explosives 
and certain chemicals which are used in industry 
and are also of a typo required for war purposes. 
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It should, however, be remembered that some ex- 
plosives required for war purposes are different from 
those required in industry. These will bo referred 
to as Group B.” Of course, in this branch of supply 
it is much more difficult to draw the line than it 
is anywhere else, and perhaps you .will ask me 
questions later when I come to the specific 
recommendations as to what I call the 

establishment of adequate reserve supplies. Of 
course, we know that certain explosives, for instance, 
are used and manufactured for ordinary commercial 
purposes, and as such would be identical, perhaps, 
with explosives that you might put in a shell; but 
in fact the explosives that are used in many muni- 
tions, anyhow, are in a different combination from 
those used for other purposes, and the proportion 
of those of a specialised kind that you require for 
war explosives is different from that which you 
require for peace-time purposes. One illustration 
I give of that — in paragraph 37 — is the enormous 
disproportion in the type of sulphuric acid which is 
required for war purxjoses and for ordinary com- 
mercial purposes in industries. The acid is, as to 
the bulk, required in the more dilute form, but for 
the manufacture of explosives in war the balance 
of requirements was completely altered, and the 
bulk required — not the whole, but a very great mass 
of manufacture of that type of thing— was in the 
concentrated form of acid, for which purpose we had 
to build special works, and that balance is different 
from peace-time requirements in any case. For 
those kinds of reasons I think that the government 
department concerned should supply itself or supply 
the state with such of the specialised mixtures and 
types as are required for the establishment of its 
war supplies and the reserves that are indicated. 
For the rest, or, at all events, most of the rest, 
the system which I have indicated in the conclusions 
would be, I think, adequate. You would not need 
for this purpose to expand your manufacture or 
control into the great variety of chemical manu- 
facture which ordinarily goes on for commercial 
purposes. 

But there is one exception — I have not, of course, 
given it in detail in this public paper — and that is 
Die material and the highly specialised types of ex- 
periments for which we had to be responsible con- 
nected with gas warfare. That in any case, I would 
suggest, must be reserved to the department. 

576. Sir Thomas Allen: I did not quite catch the 
conclusion of your last sentence. 

Br. Addison : I was saying. Sir Thomas, that in 
any case the tjqje of material and manufacture of 
compound mixtures which are, or were, or ma\' be, 
used for this type of thing, namely, chemical warfare, 
clearly form a readily definable class used fcfr war 
purposes only — that would be Group A — and should 
therefore be completely reserved for state control. 
That is the point. 

Then there are other materials referred to in para- 
graph 64 which affect the classification. I give you 
one or two examples which we use in war and in 
peace equally in that form— glycerine, alcohol, and a 
dozen more things. I do not think, so far as the 
state manufacture of munitions is concerned, that 
it would be necessary to extend into that field at all. 
These are the throe main groups which, 1 suggest, 
have to be considered. 

In paragraphs 68, 69 and 70 I present a summary 
in specific form of the reasons for the failure of 
private manufacture and for the failure of the 
system of sub-contracting, which I think is very 
important, and perhaps I might be asked about that 
later. That is in paragraph 69. Then m para- 
graph 70 I deal with inadequacies of the system with 
regard to labour, machinei-y and materials. Then in 
paragraph 71 

677. Chairman: Now you come to give your definite 
recommendations ? 

T)r. Addison : That is right. 


578. Chairman : May I suggest that you should read 
those, if it meets your view. 

Dr. Addison (reading) : 

71. It appears to me to be undoubted that the 
experience of the late war points not only to the 
desirability but to the necessity, from the point ot 
view of national defence, of the. establishment of a 
state department responsible for the manufacture 
and assembly of all munitions of war strictly so- 
called. I mean the articles manufactured for, and 
only for, the purposes of war which I have pre- 
viously referi’ed to as Group A ” (paragraph 62). 
This conclusion is entirely apart from the grave 
considerations of national policy relating to the 
undesirability of manufactures of this kind being 
in private hands for the purpose of gain. 

72. There should, I suggest, be a single supply 
and manufacturing department for all war depart- 
ments, the following being some of the more 
prominent considerations : — 

(1) There were numberless instances of the 
difficulties, and sometimes waste, which arose 
out of different service departments seeking to 
obtain the same materials as well as machinery 
at the same time. Because of those difficulties 
the supply of materials and machinery became 
progressively concentrated in the ^Ministry of 
Munitions. The advantages of unified responsi- 
bility are manifest, where imported supplies are 
concerned. 

(2) The disorder and possible waste and loss 
to the efficiency of supply are equally cogent in 
the case of manufacture either in national estab- 
lishments or by p>rivate firms. The overlapping 
of orders and divided responsibility in the case 
of aircraft supplies is a striking example. 

(3) Similarly great economies as well as im- 
provements in manufacturing efficiency are 
obtainable through a costings system under 
unified and experienced direction. The difficul- 
ties that arose between the ^Ministry of Muni- 
tions and the Admiralty over cordite prices, of 
which details can be supplied if desired, 
furnish an illustration of the losses that may 
arise from divided responsibility. 

(4) The processes of transport, assembly, in- 
spection and filling are those in which unless 
there is unity of direction there must be un- 
necessary delays and disorder. 

(5) The work of design and experimentation 
is inseparably associated with that of manufac- 
ture and supply, and, as the evidence has shown, 
serious difficulties and delays occurred during 
the first year of the work of the Ministry of 
Munitions because design had not been asso- 
ciated at the start. The records of the Inven- 
tions Department of the Ministry (which can 
be supiplied if desired) are a good example of 
how an alert central department can be directed 
to make use of and develop not only the sug- 
gestions of its own experts but those which come 
from outside — I hope you will ask me about 
this later — The cases in which this depart- 
ment assisted to bring up to a workable form 
suggestions often of quite humble people were 
very numerous. There were some thousands of 
cases great and small. It is certain that had it 
not been for these arrangements very many use- 
ful ideas would never have been made use of. 
The case of tanks referred to b3' Sir Eustace 
D’Eyncourt — who was himself the chief designer 
in the Admiralty — is an example of how a central 
department (the Ministry of Munitions was 
responsible for tank supply) was able to make 
use of and provide facilities for the develop- 
ment and perfection of outside suggestions. The 
Stokes mortar is an other example. 

(6) There is a final and most important reason 
for the existence of such central department as 
is here suggested, namely, that only by such an 
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agency wonld it be possible to mobilise and 
secure the rapid utilisation of ai)iJropriate 
private manufacturing capacities to provide ex- 
pansion in the case of war. This consideration 
calls for suggestions as to how such a depart- 
ment would operate. 

73. (1) The department would be responsible 
in peace time for the supply and manufacture iu 
state-owned factories and establishments of all war 
munitions indicated in Group A (paragraph 62), 
and for all manufactures relating to chemical war- 
fare that might arise in Group B (paragraph 63), 
and for such others as circumstances or new de- 
velopments might bring into the category of pro- 
ductions for war use only. 

(2) It would manufacture and store such reserves 
as might be deemed necessary. The number of 
months of prospective war use which such reserves 
would be designed to cover would be conditioned 
in different cases by the rapidity with which sup- 
plies could be augmented in the event of war by 
the increase of state manufacture or by the 
mobilisation of the resources of appropriate private 
manufacture. 

(3) In the case of some specialised types of 

machinery it would probably be found desirable 
also to establish certain reserves for expansion 
purposes in the state factories since private manu- 
facturers could not be expected to maintain them 
—I hope you will ask me about that . 

(4) With regard to explosives referred to in 
Group B, it would, I think, suffice if the state 
department manufactured the specialised supplies 
used in chemical warfare and only such explosives 
as were required for its peace time activities and 
for reserve supply. For expansion in time of war, 
it should have appropriate arrangements with 
private manufacturers, who normally produce 
allied products for a great variety of civil indus- 
tries. 

(5) The department would require to take and 
keep sufficiently up-to-date records of the quanti- 
ties, types and location of such machinery and 
materials as might he required for different 
lJurposes. 

(6) It would prepare and have available sufficient 
supplies of drawings, specifications, gauges etc. 
as might be necessary to facilitate the expansion 
required. 

(7) It would have in readiness an appropriate 
classification of private establishments and be pre- 
pared with the necessary control orders in respect 
to them as well as in respect of materials supply. 

579. Chairman : Is there anything more yon would 

like to say before we ask you some questions upon 
what you have said? ^ 

Dr. Addison : I think it will really emerge in 
answers to questions. 

580. Chairman: Very well. There are one or two 
questions I want to ask in reference to what I may 
call the historical part of your statement. First of 

R 9 statements in paragraphs 

62, 65 and 68. With regard to paragraph 62, you 
there indicate that, in your view, for the purposes 
of the consideration which you desire to put before 
us, you classify munitions into Groups A and B, but 
have yoii in your own mind considered what wonld 
fall within Group A and what would fall within 
Group B and the practical difficulties connected with 
the considerations arising under those heads? 

Di. Addison: Certainly, I have considered that 
I think the definition in Group A is sufficiently ex- 
plicit; it would be a good guide. Clearly all the 
types of trench warfare supplies used for the purpose 
of war, tanks, machine guns, and guns of every kind 
obviously come within that definition. I quite agree 
with you. Sir, that there would inevitably be 
margins eveiywhere, which would have to be dealt 
with in a practical spirit; but I feel quite sure 
myself that practical sense could easily cope with 


them. It is perfectly time, shall we say, of trousers, 
that a man wants trousers in war of different colour 
and different material, it may be; but, still, a 
civilian wants trousers, and I should not describe 
khaki trousers as munitions of war; they are not 
used for purposes of war only, but bombs are. 

581. Chairman: Are you familiar with the proposed 
convention for the suppression of international trade 
in arms and munitions, which has been put forward 
by the American representatives ? 

Dr. Addison: I have seen it, but I should like 
it recalled to my mind. 

582. Chairman : They classify munitions and im- 

plements of war under different categories. 

Dr. Addison : Yes, I know. 

583. Chairman: Are you prepared to accept their 
view ? 

Dr. Addison : I would not answer that question 
without notice. I should like to study their view a 
little more carefully. I am quite sure that good 
sense would arrive at a practical working definition, 
but, of course, I should have to refresh my mind .as 
to what that iiarticular recommendation is. 

584. Chairman : We have had a good deal of evi- 
dence and discussion as to articles which, in their 
initial stage, in their innocent stage, would not be 
lethal, and there is a question as to at what point 
they become lethal. Now, take a ship or an aero- 
plane; into which of your Groups A or B would you 
put those ? 

Dr. Addison: The building of warships 1 should 
put into Group A, because you do not build a sub- 
marine except for the purposes of war; therefore 
those you would build in Admiralty yards. A ship 
however big, is after all built in pieces, with 
armour plate and guns and every imaginable 
form of equipment. Whilst the manufacture of the 
s ap or the assembly of the parts into the form of a 
s lap is clearly Group A, there will be many pieces 
that go into that ship (we will say the chairs in the 
cabins, and a hundred other things) which I shoufd 
not regard at all as coming within the definition of 
Group A; you would obtain them in the usual way 
but the manufacture of the thing as a ship in a ship- 
yard, wherever you get your bits from, that is 
Group A, I .should have said. Aeroplanes, I agree 
present a much greater difficulty, but so far as an 
aeroplane is designed and manufactured for military 
purposes, then it should go into Group A. It is true 
that ships and aeroplanes used for civil purposes, 
.and built and designed for civil purposes, could no 
doubt readily be adapted to war purposes; one has 
to recognise that; but I should not necessarily for 
this purpo^, put that into Group A, any more than 
1 should the building of a merchant ship. After all 
we toek merchant ships and we readily adapted them 
to various war purposes, just the same as we could 
a civil aeroplane, and they are quite parallel cases; 
but I should not put the building of merchant ships 
mto Group A or the building of civil aeroplanes into 
Group A. I think it would be perfectly practical to 
make a distinction. It is true you might have 
similar parts in it, but you have to face up to these 

iv^ay°***^** *'®® ^ sensible 

Chairman : There is another matter about which 
I w.ant to ask you, and that is th.at you have cm- 
r statement the saving of cost which 
ntir-p* + 1 .^?“’ '^eing able to check the 

Wrt 1 ° charged by the private manufac- 

svstem Of costings 

wlip? Of course, m considering this matter as a 
iWiole, one has to set off, has not one, the saving 
such as that which was effected under the organised 
ysteni .and the increased cost that there would be 
to the state by adopting the suggestion you have 
put forward of nationalising the manufacture? 

Dr. Addison : I am afraid I cannot accept your 
suggestion. Sir I do not think there would be in- 
creased cost, for this reason: Take a simple c.aL 
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held that you would get the expansion you require 
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by keeping alive, say, a certain potentiality of manu- 
facture by private firms, is, I suggest, based upon 
an inadequate consideration of what is actually in- 
volved. You see, you cannot expect a private manu- 
facturer to establish and keep a machine (often a 
very expensive machine) unless that machine is being 
steadily used; you could not exipect him to keep a 
machine idle half the year — a great and comiplicated 
plant. The cost of keeping that machine must, quite 
properly, increase his overhead charges; that is the 
only way the man can deal with it, and quite fairly ; 
whereas if the state itself erects that machinery for 
turning out its requirements you do not have any- 
thing like the same machine waste as you have by 
scattering over a number of different places machines 
that are only inadequately used. That must be so. 
Therefore I demur a little to your suggestion. Sir, 
that it is necessarily more expensive. It depends 
on what you mean. 

686. Chairman : It does not quite meet the difficulty 
which was in my mind. I am only thinking over 
these things, but one has to assume the possibility 
of war. 

I)r. Addison: Yes, of course. 

587. Chairman : One hopes that it may be very very 
remote. Assuming that the state takes over the 
whole of the manufacture of the necessary munitions 
of war, it will manufacture and store, and when it 
has manufactured all that it thinks is possibly neces- 
sary for store, what is to happen ? Is it to shut down 
or is it to keep the establishment going? If it 
is to keep the establishment going and somehow 
employ the men, thht is where the additional ex- 
pense to the state comes in, to my mind. 

Dr. Addison : I suggest it is a difference, shall 
I say, if it is a difference at all, of locus. It would 
be, of course, for those in charge of this business to 
design a practical programme which would be spread, 
as far as maj' be, over the whole period of a year. 
It is true that the time might arrive -when the 
state had manufactured and stored an adequate re- 
serve of shells, we will say, or of guns, or whatever 
it was. Well, the machine that made the guns — if 
at that time it had ceased to be used in the state 
factory because, we will say, they had all the guns 
they required for their reserve — would be idle, it is 
true, unless some alternative use, which is very un- 
likely, could be designed for it ; but if that machine 
were in private works it would also be idle, and 
therefore I suggest it is only a question of where 
your sipecialised plant is situated. If that specialised 
plant is not being used, then it would necessarily 
bo idle ; but one has to remember that, spread over a 
large number of different shops and firms, as it neces- 
sarily is, you are bound to take into account the 
exaggerated overhead charges which those firms must 
necessaiy be involved in. If you refer to Ex- 
hibit C* — Sir Hardman Lever’s report to me of 
the 24th January, 1916— you will see that he gives 
there the reasons for the high establishment charges, 
the reasons why the firms themselves set up their 
very high prices. 

588. Chairman: That rather bears upon what is 

troubling me. Under existing conditions, when 
this was publisheel the private firms .were carrying 
all that expenditure? 

J>r. Addison: That is right. 

589. Chairman: But under your system, or under 
an entirely altered system under which it would be 
nationalised, it would be the state which is carrying 
that? 

Dr. Addison: No; excuse me. The state pays 
for it to the private firm all right, because the 
state pays so much more for the products its armour 
plate or Maxim guns, or whatever it is which it gets 
from the private firms — but those costs are put by 
the private firm into the xirice which the state pays. 
The state pays it in another way, that is all. 

590. Chairman: But the state only pays an ex- 

cessive price when it .wants the article which the 


firm is manufacturing; it has to keep the establish- 
ment going up to a certain state of efficiency, 
whether there is war or whether there is peace? 

Dr. Addison : That is true ; but I suggest to 
you that the facts show — I am not blaming them 
for it at all ; it is a fact, and they are bound to 
do it as business men — ^that the firms put on to their 
price a very adequate margin for those overhead 
charges. That, if distributed over a large number 
of different firms, they necessarily exaggerated the 
overheads which the state had to pay for in its sup- 
plies. Is it true that the state might have to main- 
tain an establishment in which some machinery 
would be idle, but it at least would 'be concentrated. 

591. Sir Philip Gibbs: At the xiresent time, under 
the present system, you see, these private manu- 
facturers have other markets than the national 
market, and that is why they are enabled to keep 
the plant going. 

Dr. Addison : That raises another question. If 
you look at Exhibit C, paragraph 5 (b) (l),t you 
will see there that Sir Hardman Lever and his 
friends dealt with that very point. The firms 
alleged that they had to support in some cases a 
costly, world-wide selling organisation, and that is 
why they put the price that the government had to 
pay so much higher; so that we paid it in the long 
run, although it was indirectly. 

592. Chairman : There is one other point .which has 
been put to us in reference to this particular xioint 
by some of the witnesses, and I should like to ask 
you your view about it; because they say that one 
of the difficulties in the way of nationalisation — and 
assuming that there is to be no emergency for a 
long time — wiU be the difficulty with labour ; that 
if you have a large staff of labour to commence 
with, when you have completed your stock .what are 
you going to do with your labour? 

Dr. Addison : I suggest that a practical problem 
of that kind is one which would necessarily be dealt 
with by a sensible consideration of all that was 
involved. We have to remember that if you have 
labour employed on a job in one shox), and that 
Xiarticular work comes to an end, that does not 
necessarily mean that labour cannot be used for 
something else. 

593. Chairman : It cannot be used in a national 
factory for anything else. 

Dr. Addison : Yes; but may I come to the point? 

594. Chairman: I beg your pardon; yes. 

Dr. Addison : One has to remember that some 
of these supxilies are more urgent than others, and 
you have priority, and you would necessarily design 
the spread of your labour not only with a view to 
producing what you require now, but also having in 
mind the priority of importance of your require- 
ments. In some you could spread the work over a 
longer period. Those things which could be made 
quickly would not be required so soon. I suggest 
that that necessarily would involve a successful 
adjustment of your labour distribution according 
to your programme, spreading it as well as you 
could. I think that in any case, seeing the 
enomous advantages which would arise from the con- 
centration, the labour waste (and it is clear there 
must be some) would necessarily be less, because 
instead of this being distributed over lots of other 
places you would have it more manageable and you 
could use it for various purposes, as we found. 

595. Chairman : In the case of a long peace there 
must come a period, and in every conceivable re- 
arrangement of labour there comes a time, .when in 
every dexiartment you are fully stocked up, and then 
what is to happen? 

Dr. Addison: Naturally, in a prosperous time 
of that kind, let us hope that other industries would 
readily absorb your labour, but that absorption would 
apply whether the goods were made in private 
factories or whether they were made in a government 
factory. 
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596. Chairmo-n : It is easier for a private firm to say 
to a man, “ You can go,” than it is for the state, is 
it not? 

Ur. Addison : Yes, it is ; but, at the same time, 
you have to remember that the state must necessarily 
maintain its Ikey men, and it has to face up to the 
importance of doing so. I myself, from my ex- 
perience, do not think that when a state enterprise 
comes to an end it has any more difficulty in dis- 
posing of labour, or that they stand a less chance 
of getting a job than other people. AVhen a state 
builds something, whether it is houses or guns, it 
does not make any difference as far as that is con- 
cerned ; when the job is done the labour has to 

597. Chairman : I was thinking of the trouble (in 
some of the documents we have had before us) that 
there was at Woolwich, when there was a proposal 
to discontinue Woolwich. 

Ur. Addison : Yes, of course that is so, and it 
would be so in any case. That was the question of 
moving Woolwich, but I think that your difficulty 
of unemployment is only in the one case more readily 
vocal than it is in the other. The man ceases to 
have his job whether the thing is being made in a 
private factory or in a state factory; it makes no 
difference. In the one case he can make his grievance 
more readily listened to perhaps, but he is out of 
his job all the same. As far as the quantity of labour 
is concerned, it is only the distribution that is 
altered. 

598. Ghairnmn: You understand that I am only 
putting these matters to you because they are diffi- 
culties which have been presented to us either by 
other witnesses or by the documents? 

Ur. Addison : Yes. May I just make one 

observation before we leave this point? I am quite 
sure that the bulk of labour requirements, in the 
light of the output you are planning, in the case of 
concentrated management such as I am suggesting — 
with the utilisation of labour under proper manage- 
ment, of course — would be much more economical; 
you would not require such a big floating amount of 
labour to draw upon, some of which was periodically 
unemployed and some of which was not. I think that 
on the whole, with successful management, your 
labour strength for the same production would be 
considerably less if the management was con- 
centrated, and therefore the possibility of waste would 
be diminished. I am quite sure there would be an 
enormous increase in the use of labour in the pro- 
duction of goods. 

599. ChMimian : One other question about the his- 
torical part of your document, and that is the 
contrast that you make 'between the failure of the 
•private firms to fulfil their contracts and the fact 
that Woolwich was able, apparently, to supply all 
that it contracted to supply. From the point of 
view of the private firms, I assume that they met 
the difficulties that you indicate in your memorandum 
— the difficulty of getting labour, the difficulty of 
getting material, and the difficulty of persuading 
private firms to let them have their men, and so 
forth — and on top of that, of course, the demands 
were quite exceptional, whereas in the case of 
Woolwich they had not those difficulties and their 
contract was a comparatively small one? 

Ur. Addison: Well, Woolwich had not the same 
difficulties in one sense, because it had an estab- 
lished experienced personnel concentrated upon that 
type of work. 

600. Chairman: That is it. 

Ur. Addison: But, if I may say so without 
wishing to be unkind, the reason why Woolwich 
more than lived up to its promises was that it 
only made promises in accord with what it thought 
it could do; whereas what happened with the private 
firms was that they undertook deliveries which, 
directly the engineers examined their capacities for 
production, they reported without exception that 
they should not have undertaken, because they could 
not manufacture them even if they were going on all 
the time. The reason, if I may so, why Woolwich 


had a better record — I am not wishing to suggest any 
unkindness, it is just as it happened — ^is that Wool- 
wich surveyed its promises with a strict regard to 
its 'Productive capacity, whereas the private firms — 
I am not blaming them — made their promises with 
regard (a) to their own productive capacity, and 
(b) to what they thought they could get by sub- 
contracting or other outside methods. It was the 
other outside methods and all the rest of it which 
were unfortunately far from being realised, and they 
made promises in other cases beyond what they could 
fulfil. I suggest that that involved the state 
in serious danger, because it relied upon promises 
which were not sound promises. 

601. Chairman: I was going to ask you some ques- 
tions now upon your conclusions, if I might, be- 
ginning with paragraph 71. Is the foundation of 
your proposal that all private manufacture of muni- 
tions of war (using that in the widest sense) is to 
cease ? 

Ur. Addison : In Group A, yes. I think that 
all Group A should be under state manufacture. 

602. Chairman : And that means that it must be 
stopiied; private manufacture must he stopped. How 
do you propose to stop it? Do you propose to oom- 
ipensate the private firms, or are you proposing 
merely to refuse to give them the orders and forbid 
export? 

Ur. Addison: In the first jilace, may I say that 
the evidence I put before you was deliberately re- 
stricted to what I myself had experienced. 1 
thought that would perhaps be more valuable. 
Therefore I did not go at all into matters which 
had not specially come within my own first-hand 
eiqjerience. So far as this evidence is concerned, 
it is designed to show that I am fully satisfied 
that as a method of the state supplying itself with 
what it requires in munitions of war, this reliance 
on private manufacture is a had method ami 
has proved to be bad, and, so far as the state’s 
requirements are concerned, that the method which 
I suggest is the one we ought to adopt, that con- 
clusion being based upon the evidence of what 1 
myself know. I have deliberately restricted myself 
to that side of the case. I quite recognise, of 
course, that the other consideration will have to 
he dealt with. 

In reply to your question I will say what I think 
about that. In the first place, 1 am quite sure 
it wonkl be entirely impracticable for the state 
suddenly to close everybody down without compen- 
sation. That would not be done ; it is not fair ; 
and therefore it is perfectly true that at the com- 
mencement of a system of this kind it would be 
necessary, probably, if shops were taken over, that 
some of them should 'be taken over for the time being 
in the transitional stage for state use. Some could 
be adapted or would be adapted, as we know, and 
were at the end of the War, for many other pur- 
poses, and it would 'be necessary, of course, to deal 
fairly and squarely with the different matters con- 
cerned. It would be difficult, but it would have to 
be dealt with. The same issues arose in connection 
with the transfer of work — I am now taking the 
point of the cessation of manufacture by private 
firms — at the end of the War, and I myself, in a 
set of experiences that do not come into this evi- 
dence, was Minister of Reconstruction, and it was 
my business as such to 'be in charge of the various 
groups which were concerned in drawing up our 
programmes for the resumption of peace-time 
activities and the cessation of war-time 

activities, and we had to elaborate armistice pro- 
grammes for the alternative of either summer or 
winter cessation of war. This possibility of the use 
of private firms’ equipment for other purposes was 
considered in groat detail. There was some very 
valuable evidence by engineers and others on the 
matter. I know; for myself, because I had two 
or three conferences with representatives of one or 
two of the leading manufacturing firms, and we 
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did help to get them post-war orders of a kind for 
whieh their machinery was appropndate and to which 
it could be adapted. The same kind of good-will 
and assistance would necessarily have to be applied 
in a case of this kind. 

The manufacture of orders for other countries , 
is a much more difficult question. With regard to 
the transfer to the state, provided you recognise 
that you are going to wipe out a man’s good-will 
and l)usiness, of course, you have to ipay for 
it. That is part of the price, and you as honest 
i))eox)lo have to pay the price. So far as the inter- 
national side is concerned it is rather more difficult, 
and relates to international conferences and under- 
standings. I suggest that in any case it would 
be much easier to deal with the international 
issues that arc involved if the control of the supply 
were in the first instance in state hands and you 
.were not embarrassed all the time by the dozen 
and one cross currents of interest which you would 
have to placate or deal with if you were trying to 
deal .with it under the existing system. There would 
have to he an international convention, I suppose, 
so long as this kind of supply went on, for the 
supply of states that were not able to supply them- 
selves. That is the only way in which it could be 
dealt with, but in any case it would be easier to 
deal with it if you had the thing under your com- 
mand in the first instance than if you were dealing 
with it .with a hundred and one separate agencies 
each clamouring around you as to how they were 
being affected by what you decided. I believe 
myself that it is impossible— practically impossible, 
anyhow — to deal with the restriction of supplies 
fairly to outside interests under the existing 
system (assuming you could refuse to give a licence) ; 
hut it would he very difficult to operate with fair- 
ness. 

603. Chairman There is only one other matter 1 
want to ask you about, and that is under sub- 
paragraph (6) of paragraph 72. You are there 
contemplating expansion, and you say : “ There is 
a final and most important reason for the existence 
of such central department as is here suggested, 
namely, that only by such an agency would it be 
possible to mobilise and secure the rapid utilisation 
of appropriate private manufacturing capacities. . .” 
AVhat are you visualising there under the heading 
of “ private manufacturing facilities ” when all 
private manufacture of armaments has been stopped? 

Dr. Addison : That is a matter of great im- 
portance. You see, the point I am making there 
is that the system here envisaged enables you to 
obtain the more rapid expansion that you require 
or may require, because, as is set out here, one 
of the chief obstacles to rapid expansion through 
the reliance upon private firms, apart from what 
was in their own works, was that the system of sub- 
contracting very largely broke down. It broke down 
for various reasons ; first, the sub-contractors pre- 
ferred to deal .with the state if they could; second, 
the parcelling out of orders to sub-contractors or 
for sub-contracting was very mudh delayed, often 
because the firms wanted to see what they could 
do themselves in the first instance; third, it was 
held up because sub-contracting in any case depends 
uimn an adequate supply to tlie manufacturer of 
gauges, specifications, drawings, and all the rest of it, 
which the private manufacturer had not in 
quantities. Naturally they had gauges for their own 
requirements, but they did not make a lot of spare 
gauges for other people; you could not expect them 
to do .so. For those and other reasons set out in 
jjaragraph 69 the system of expansion by this exist- 
ing system proved to be quite inadequate. Now, 1 
suggest that the only way in which you could 
mobilise and use private manufacturing facilities is 
by a system of this kind. Lots of machines say 
could he used for turning a piece of a fuse or a 
piece of a shell — it requires adju.stment in the 
machine, various jigs and wdiat-not are introduced — 
hut there was no matter on whidh our experiences 


■were more convincing than the claim that there was 
some special art or mystery behind this kind of manu- 
facture. Any expert or competent manufacturing 
engineer can turn his machine to the manufacturing 
of this or that with complete readiness provided he is 
supplied with the necessary specifications, materials, 
drawings, gauges, and the rest of it, and he could 
just as well make a part of a fuse as he could a 
piece of a sewing machine or anything else. 
By taking the census of machinery referred to in 
the next paragraph (paragraph 73). . . If you look 
at (6) and (6) and (7) in paragraph 73 you will see 
this statement, namely : “ The department would 

require to take and keep sufficiently up-to-date re- 
cords of the quantities, types and location of such 
machinery and materials as might be required for 
different purposes. It would prepare and have avail- 
able sufficient supplies of drawings, specifications, 
gauges, etc. . .” That means that the central de- 
partment would have, of course, or should have any- 
how, an adequate statistical side with all these 
various essentials kept up to date, and by the dis- 
tribution of them amongst the private manufacturers 
who are manufacturing all sorts of things now, but 
who could readily be turned to manufacturing war 
materials as they were 

604. Chairman-. May I interrupt for a moment? I 
only had in my mind as to whether you had any 
specific private manufacturers in mind. If it simply 
means anybody and everybody who can lend a hand, 
I follow. 

Dr. Addison : Not quite that. You see, your 
classification of private manufacturers will be in 
groups. There are certain manufacturers (and there 
would clearly be) whose machinery and equipment 
and all the rest of it would be more adapted for 
manufacturing A rather than B, and your classifica- 
tion would be designed to make use of that. But by 
having your classification and all the rest of it 
available you could readily bring into production 
all that great mass of productive capacity which is 
scattered and now being used for other purposes. 

605. Chairman : Yes, I follow. That is all I think 
I want to ask you. 

Dr. Addison : Apropos of that will you look at 
paragraph 46. You will see that we had to deal with 
that very difficult matter quite early on. We had 
to take a census of machine tools, machinery, and so 
on, straight away, and we found a lot of machinery 
which could be used advantageously for our manufac- 
turers which was either not being used, or standing 
idle, or perhaps being used for something else. 
That census of machinery and machine tools, and 
all that went with it, as a matter of fact did more 
than almost anything else in the early days to 
enable us to open up the scattered manufacturing 
capacities which existed up and down the country 
and which was closed to us until we had obtained 
that information and the powers of dealing with the 
machinery, and so on. Perhaiis I might on that say 
a word about gauges. This is dealt with in para- 
graph 31. I may tell you that a shortage of gauges, 
and people who could use them and make them, per- 
haps delayed the Ministry more than any other one 
thing. It depends on what it is; but, as you are 
aware, a thing like a fuse is made of a very largo 
number of different parts fitted together — complicated 
little pieces of mechanism — ^but each one has to he 
gauged to an extremely fine point of accuracy. The 
person who manufactures fuses has his stock of gauges 
and that is all. We could not use private manufac- 
ture for lots of vital articles for quite a time be- 
cause we had not got the gauges which were neces- 
sary for their use and we had to mobilise all sorts 
of people such as jewellers from Hatton Garden, and 
so on, who could make gauges and who could work 
to that degree of accuracy which is necessary for 
the production of gauges, master gauges, and so on. 
There is perhaps no branch of the work of a central 
department such as I have mentioned which plans 
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ahead for the possibility of expansion which is of 
more importance than this particular provision which 
is referred to in paragraph 73 (6), namely, an 
adequate supply of drawings, sxjecifications, gauges, 
etc. It would be a very important branch of the 
duty. It is indeed the only way in which yon could 
open up the scattered manufacturing capacities of 
the country, and it was one of the reasons that it 
was not the business of a private firm to make an 
extra supply of gauges — you could not expect them 
to do it : they are exiiiensive things 

606. Sir Kenneth Lee : Surely Woolwich might have 
done it before the War.P 

Dr. Addison : Yes, so it might. 

607. 'Sir Kenneth Lee: It could do it now in pre- 
paration. 

Dr. Addison : Yes. Your central department 
would have to have them made. That is my point; 
but so long as AVoolwich has to rely on someone else 
to do it your hope for the expansion could not in 
fact materialise. The iioint I am making is that 
the only way to obtain expansion is for your central 
department to make them, and it must keep a 
supply. Woolwich or anjmne else could have done it. 

608. Sir Kenneth Lee: Woolwich is the state. The 
state could have been prepared. 

Dr. Addhon : Yes, but it was not, because it 
relied upon this other system. 

609. Professor Gutteridge: It could be done under 
our present system, surely P 

Dr. Addison : Certainly ; yon could have a great 
state supply of gauges and specifications clearly. 

610. Professor Gutteridge : It is a matter for Wool- 
wich Arsenal as things are now. 

Dr . Addison : I would not like to say whether 
I would make them at Woolwich; I should require 
to look into the details of that as to whether Wool- 
wich would be a suitable place. 

611. Sir Kenneth Lee : Gauges could be made by 
the state in anticipation without it setting up this 
organisation which you have in mind. 

Dr. Addison: Yes. There would have to bo 
some central department for design, inspection and 
testing, otherwise they would not know what they 
wanted. You must remember a gauge denotes that 
you know what it is you are going to gauge; in 
other words your specification must be precise and 
all that goes with it ; it all hangs together ; inspec- 
tion, design and all that hangs together because, 
after all, the gauge is only the ultimate expression 
of what you are going to gauge. 

612. Chairman : Complete preparation on the lines 
you have just been suggesting might be possible and 
you could still maintain private manufacture of arms 
if you wanted to. 

Dr. Addison : Of course you could supply 

gauges. 

613. Chairman: It is not necessary to abolish private 
manufacture in order to be completely prepared from 
the point of view of design, or gauges, and all the 
rest of it. 

Dr. Addison : So far as the limited purpose of 
the supply of gauges is concerned, clearly not. You 
could have a state manufacture, or state supply of 
gauges specifications and drawings, and so forth, in 
what abundance you desired without doing the 
other; but, of course, the other is dealt with in 
other parts cf the evidence for other rea.sons. But 
my only point is that that is an essential part of 
your machine and it is essential to rapid expansion. 
That is all. 

614. Dame Pachel Crowdy : I have read your memo- 
randum, which is extraordinarily interesting, and I 
may say it brings to one’s mind a great deal of 
horror in remembering the early days of the War. 
In paragraph 15 you say there was a saving of 
£400,000 a week, when you changed to govern- 
ment manufacture from private manufacture. Then 
in paragraph 16, where you give a description of the 
dhscu.ssions with Nobels on the price of cordite, and 
later in other paragraphs when you speak of the 


tragic failure and you talk about the situation which 
can only be described as chaos, I feel you really 
draw a picture in connection with private manufac- 
ture which must give pause to the people who feel 
that we cannot give up private manufacture because 
of the security of the nation. You have made, I 
think, a very strong case, if I may say so, for 
national control, or, rather, national manufacture 
rather than private manufacture; and I do feel that 
your memorandum rather differs from others which 
have been put before us up to the present time be- 
cause it really is based on fact and not on fancy or 
ethics or a cause of disarmament or peace, or what- 
ever it mayjie; therefore it makes a great impression 
on me personally. 

Dr. .iddison : I can assure you I have not 
exaggerated it. 

615. Dame Pachel Croxedy : I am sure you have not. 
In answering the Chairman just now j’ou spoke of 
the great unpreparedness of private manufacturers 
when AVar broke out implying a false guarantee of 
security, and that the Government was not pre- 
pared because they were relj’ing on private manu- 
facturers. Do you believe under your system which 
you propose that needs such as the needs of 1914 
could have been met immediately in the way they 
were not met by the private manufacturers? I 
should like to get that clear in my mind. 

Dr. .iddison : I am quite sure they would have 
been met much more rapidly. I should not like to 
say immediately. May 1 say that “ unprepared- 
ness ” is not quite the term I would use. You see 1 
say it is not fair to ask a private manufacturer to 
retain out of use capacity which he is not ordinarily 
using in the course of his business. You cannol 
expect him to do it; it is not fair to ask him to do 
it. I say the incapacity for expansion, such expan- 
sion as was required and might be required, is in- 
herent in the system because you cannot fairly expect 
a man to expand that way ; it means keeping a lot of 
stuff idle. I am only making that comment with re- 
gard to your expression “ unpreparedness ”. I say 
it is the inability which is inherent in the sj’stem ; 
it cannot expand as it was required to expand. Then 
in answer to your last question I am quite sure that 
if we had had a Ministry of Munitions at the begin- 
ning of the AYar we should certainly have been 
better equipped sooner than wo were. It was only 
after nine months of misery and struggle that wo 
started doing it. AVe should have got there sooner; 
how much sooner, of course, I could not say, 
but we should certainly have got there a lot sooner. 

616. Dame Pachel Crowdy ; I was also very much 
interested in paragraph 72, sub-division 5. You have 
probably read Sir Eustace d’Eyncourt’s evidence at 
a previous hearing of this Commission, and yon 
realise that he and you ai'e in complete opposition to 
each other ? 

Dr. .iddison : I do. 

617. Dame Pachel Croxvdy : Because he said condi- 
tions in government service are such that they have 
not the same chance of developing the inventive 
capacity of which they are capable, and later he 
says his experience shows that that attitude exists 
widely in various departments of the government 
.service. Y^ou probably read that yourself. 

Dr. Addi.son : 1 did. 

618. Dame Pachel CrouxLy : “ It does not make for 
gi eat improvements or help inventive genius.” You 
say exactly the opposite; you say the records of the 
Inventions Department of the Ministry are a good 
example of how an alert central department can bo 
employed to make use of and develop not only those 
inventions which come from its own experience, but 
those which come from outside. I should be grateful 
if you could expand that a little. 

Dx\ Addison : Certainly. There are two matters. 
First Sir Eustace d’Eyncourt was himself, as you are 
well aware the chief adviser at the Admiralty, and 
he himself, with Mr. Churchill, at that time was very 
largely responsible, with others, for the initiation of 
the tank idea. 1 think Messrs. Fosters of Lincoln 
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619. Professor Guttendge : Do you mean, the agri- 
cultural machinery people? 

Dr. Addison: That is right. It was a 

firm with experience of that type of cater- 
pillar manufacture which was brought in to help in 
the manufacturing side. As the thing developed, the 
so-called Tank Corps got established, which, after 
various troubles, which I need not recite, was trans- 
ferred to the Ministry of Munitions; shall I say it 
was said at the time that we gave it a home? It is 
because .we, the state department, gave it a homo and 
placed at its disposal the manufacturing capacity 
which was at our command that it could develop the 
tank and did develop the tank. It is true that Sir 
Eustace d’Eyncourt very largely inspired it. 

620. Professor Giittcridge : It was made at Thetford, 
was it not? 

Dr. Addison : The main parts were made at 
Lincoln. 

621. Professor Gutteridge: What was done at Thet- 
ford in that heavily guarded area there — do you 
remember ? 

Pr. Addison : Perhaps I might ask for notice of 
that question. I will bring up the details if I am 
coming again on Friday. I understand I am coming 
again on Friday, if necessary, and I will loolq up 
the papers. 

622. Professor Gutteridge : There were a good many 
people concerned in that. 

Dr. Addison : Yes, there were. As a matter of 
fact, in the manufacture there were only three or 
four of us who knew what was being done; it was a 
very carefully guarded secret. I myself do not know 
now, until I hunt it up, how the orders for parts 
were distributed ; but I may tell you it was done with 
the greatest possible secrecy. I think the most vital 
parts were done by Messrs. Fosters, who very 
heartily co-operated with the department, but the 
point I am making in reply to Dame Rachel Crowdj'’s 
question is that you could not have a better illustra- 
tion than the tank provided, in fact, of how an alert 
department placing at its disposal the manufacturing 
capacity at its command did give a great opportunity 
for a new idea. Honestly, although I had to do 
with it from the very start, it was a certain group 
of people at the Admiralty — I know Mr. Churchill 
was very helpful, and Sir Eustace d’Eyncourt was 
one of them. That is a good case, if you want 
one, where an idea was developed by the co-operatioii 
of a central department making use of the capacities 
of private persons. Now take the other part of the 
subject, and if it will be of interest I .shall be glad 
to supply a report which was made to me by Sir 
Ernest Moir whom I appointed to be the head of the 
Inventions Department. The reason why we estab- 
lished an Inventions Department was because we 
found a thousand and one suggestions — or at least it 
was claimed (I wdll put it that way)— for good ideas 
were not getting a fair chance. Sir Ernest Moir 
and others with him formed the Inventions Board, 
and we deliberately said: You can send all your 

suggestions; where they are good they will be helped 
and developed, and if they are adopted you will get 
credit for it. Well, I need scarcely say that at first 
we had a great deal of chaff and we had to look for 
the wheat. That is what you would expect; but 
after a short time that stage was got through, and 
in Sir Ernest Moir’s report on the year’s working of 
the Inventions Department you will find they 
adopted, or modified, or made applicable, a very hyge 
number of suggestions which had come from all kinds 
of people and which were embodied in fact in the 
war machinery. 

623. Professor Gutteridge: Who were those people, 
roughly speaking ? 

Dr. Addison: I think it would be better if I 
sent you his report. 

624. Professor Gutteridge : I was only asking the 
question for this reason; there were peoiple other 
than civil servants, I take it? 


Dr. Addison : Hardly any of them were civil 
servants — foremen and men in works — they varied 
from people like Sir Wilfred Stokes, who is himself 
the head of a very large and important manufactur- 
ing concern, down to the humblest workman, and, 
of course, which is natural, all kinds of ideas were 
showered upon these gentlemen which they had to 
winnow as best they could. But they did winnow, 
and the point I am making is that after they got 
the system in working order, in fact it enabled 
large numbers — not a few — of people to get sugges- 
tions adopted and used, who, under the existing 
system, would never have won through at all, and 
the evidence is abundant in proof of it. I know 
they got through. It is true that we hear a lot 
about deipartmental red tape. That does well lor 
certain newspapers, who know nothing about it; but 
it depends how you run it. 

625. Chairman : Yes ; but you are rather convincing 
me that you agree with Sir Eustace d’Eyncourt 
because a great many of these things which were 
turned into valuable inventions came from outside 
government departments. 

Dr. Addison : Yes, but 

626. Chairman: Wait a moment; and when they 
came to be utilised they were not utilised by a 
government department in the ordinary sense but 
a very special department of munitions that was 
dealing with matters not from the ordinary govern- 
ment point of view but from the point of view of an 
outsider. 

Dr. Addison: Yes; but the point I am trying 
to make — and 1 will send a copy of this report 
because I think it will convince you — is that those 
suggestions never could have been used. That is 
my point. 

627. Chairman : Are not we dealing with two differ- 
ent things. You are saying the advantage of the 
Munitions Ministry enabled them to be dealt with. 

Dr. Addison : The establishment of this organi- 
sation, yes. 

628. Chairman: Yes, and that, according to Sir 
Eustace, would be a treating of the matter from the 
point of view of a layman rather than from the 
point of view of a civil servant. 

Dr. Addison : After all, what is a civil servant. 

629. Chairman: I am not saying which is right; 

I am only saying you are gradually bringing your- 
self into the same category as Sir Eustace. 

Dr. Addison : I am glad we think alike ; I did 
not realise it by his paper. I thought we thought 
quite differently. My point is this, that a deipart- 
ment of this type proved to be necessary to enable 
good suggestions to be examined and made use of. 

630. Sir Philip Gibhs : Do you think a state monopoly 
of manufacture would have the same open mind? 

Dr. Addison : If the head of the department had 
not, he ought to be replaced by someone who had. 
That is all. 

631. Sir Philip Gibbs: It is not a psychological 

question ? 

Dr. Addison: Not at all. I was the head of a 
department. It depends on whom you have got 
there. Sir Ernest Moir had his specialised com- 
mittees that examined these things and some of the 
members were civil servants and some of them were 
other people. 

632. Chairman: I think we are travelling away 

rather from Dame Rachel Crowdy’s question. 

Dr. Addison: I thought Dame Rachel Crowdy 
was asking me why I feel that a central department 
of this kind is necessary, successfully conducted 
of course, in order to give a proper chance for 
inventions, and so on, to be used. Was not that 
your question. Dame Rachel Crow'dy? 

633. Dame Eachel Crowdy: I can imagine in war it 
would be very much as you say, but war, after all, 
erupts invention, does it not? 

Dr. Addison: Of course. 

634. Dame liachel Crowdy : But in peace time if you 
have an inventor going to a private manufacturer 
would not there probably be more money available, 
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and more quickly, than there would be if he went 
to a central government department where, after 
all, you have to think of the government budget and 
go through a good many departments before per- 
mission is given for anything to be done at all. 

Dr. Addison ; No, I do not. I am sorry to say 
you will find these records show that under existing 
conditions the man with an idea has a very small 
chance; the number of cases that were turned down 
either because the man had to go through his fore- 
man or to go to someone else or cases in which the 
ideas got lost 

63o. Dame Dachel Crowdy: Or his idea might be 
bagged. 

Dr. Addison : Yes, it might he hagged by some- 
one else, and having seen an idea of his mate’s 
bagged by someone else he does not put his own 
forward. The evidence was overwhelming as to the 
extent to which that kind of handicap exists, and 
it certainly does. Sir Ernest Moir, or the Inven- 
tions Department, got shoals of suggestions of that 
kind and a good many, I do not say without modifi- 
cation and a lot of experiment, ultimately proved 
serviceable, quite a lot. 1 know there is so-called 
red tape and departmental expense. The point 
I am on is, if you have a department or a 
section of a department that is set aside to do its job, 
it will be to the interest of the men (call them civil 
servants or whatever you like who are running that 
department) to make a success of it, just as much 
as it would if they were running any other depart- 
ment, and if the head is not a successful man then 
he ought to be replaced by another head. That is all. 

636. Sir Kenneth Lee : In paragraph 65 j'ou make a 
very strong case against the private manufacture of 
arms by the failure that occurred up to the end of 
May, 1915, the failure in delivery; hut we have had 
figures that do not seem altogether to give the same 
kind of picture. 

Dr. Addison-. These are accurate figures; that 
is all I have to say. 

637. Sir Kenneth Lee : May I point out that in the 
five pre-war years the ordnance factories supplied 
£1,600,000 worth odd of gun ammunition, and 
private manufacturers only supplied £560,000 worth 
ocld. The ordnance factories therefore supplied three 
times the amount that was supplied by the private 
manufacturers during those five pre-war years. From 
the outbreak of war up to May 29th, 1915, the 
ordnance factories delivered 314,000 rounds of gun 
ammunition, whereas the private manufacturers de- 
Iwered 825,000 rounds of various kinds, so that in 
that period private manufacturers produced two and 
a half times as much as the ordnance factories. From 
those figures it would appear that after the out- 
break of war the private manufacturers did exceed- 

well cornpared with the ordnance factories. 

Dr, Addison : It depends what your system is. 
The system there, you see, was not to enlarge your 
ordance factories but to obtain your requirements 
from the private manufacturer. That was the 
system. 

638. Sir Kenneth Lee -. Before the War? 

Dr. .A.ddison : It was the system then. 

639. Sir Kenneth Lee: No; but before the War the 
ordnance factories produced three times the amount 
that the private manufacturers produced. 

Dr. Addison: The amount was trivial; but when 
the War started — the last figure you gave was the 
War months, was it not? 

640. Sir Kenneth Lee : Yes, up to the end of May, 
1915. 

Dr. Addison: That is right. During that period 
the system .which was adopted was to rely upon the 
private firms to give the supplies required by their 
expansion and not by the exipansion of the govern- 
ment arsenal. That was the system, and if you will 
look at the last paragraph of paragraph 6 of m.y 
statement of eyidenoe you will see that althougli 
it is perfectl.y true that the private firms supplied 


owing to that system a great many more than they 
had done before, because their orders had been so 
prodigious, in fact there .were 1,500,000 deliveries 
against promises of 5,700,000; in other words, they 
had lot the state down because the system was to 
rely upon that method of expansion rather than 
upon the other. The fact that during tho.se 
nine months they struggled up to 800,000 is neither 
hero nor there. Tliey promised 5,000,000; and for 
the reasons 1 have set out they could not deliver 
them. They never will under that system; it 
will not work. 

6-11. Sir Kenneth Lee: Turning to another point, 
you have said a good deal about the inelasticity of 
the present system. Is not there also a danger if 
you had the manufacture in tlie hands of one depart- 
ment that there would be greater inelasticity. 

Dr. Addison : I recognise the danger which has 
to be guarded against, of course, and we ourselves 
had a good many struggles with the experts, hut 
you would have them anyhow. That is .why it is 
that in paragraph 73 1 say it would be the duty of 
the department to make certain i)iovisions — 1, 2 ami 
3 — for the purpose of rapid expansion, my idea 
being that that rapid expansion would take the form 
to a largo extent of the utilisation of the appro- 
priate private manufacture which is the great field 
for expansion in any case. 

642. Sir Kenneth Lee: Yes, but it would bo in peace 
time that the spade .work would require to bo done. 

Dr. Addison : Certainlj'. 

643. Sir Kenneth Lee: And do not all these things 
depend upon individuals in the end? 

Dr. Addison : It also depends upon the system. 
Of course after all you must have competent 
management whoever does it. But it depends on 
the system. Jf you have a department charged 
with, say, classifying the firms that are capable of 
manufacturing this, that or the other, with a census 
of the a))propriate machinery i)roperly catalog\ied; 
with a proper supply of gauges, .specifications, draw- 
ings and all the rest of it; with a proper sy.stem of 
arrangements made beforehand for controlling orders 
and for bringing into the scheme certain groups of 
private manufacturing capacities; if that is pre- 
pared, as it could bo, and as it ought to he for this 
purpose, then T am sugge.sting that is a piece of the 
business of the department, and that in any case it 
is onl3' in that ivay that you could get the ex- 
pansion— you cannot get it any other way, not 
quickly — and that, therefore, someone should bo made 
responsible for .seeing that it is done. That must 
be a state department. 

644. Sir Kenneth Lee : But those .sorts of things 
could be done without manufacturing the .whole of 
one’s requirements by the state. 

Jh-. Addison: Certainly a lot of them could, of 
course — drawings and specifications; but for other 
reasons I am only saying that is a wasteful system, 
keeping this other machinery partly emplo.yed in 
imivate firms. It does not work. 

645. Sir J^enneth Lee ; I’here seems to me to be a 
great danger of your falling behind if you are going 
to rely on one department to produce all the imple- 
ments of war for all the different requirements. 

Dr. Addison: There is much less danger of 
.vour falling behind if some body of people are made 
res])onsihle for it than there is if J'ou have the 
responsibilities scattered and ill-defined as they are 
at the pre.sent time. Wo cortainl.y fell behind, when 
we were put to the test on the existing .system, in a 
very tragic fashion. 

646. Sir Kenneth Lee : I have tried to show that 
it w’as not quite as tragic as ,vour memorandum 
depicted. 

Dr. Addison : Well, I was there. 

647. Chairman: May I ask this again; A.ssunie you 
have a complete and ])ropor organisation from the 
point of view of expansion, would not the organi.sa- 
tion bo better able to expand quickl.y if it had 
private manufacturers of arms to call upon than 
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if there were no such firms and recourse had to be to 
the ordinary engineer. 

Br. Addison : No, not necessarily. You see there 
is no magic — we have to get that out of oiir heads 
altogether — attached to the manufacture of a 
machine gun any more than there is to the manu- 
facture of a sewing machine. 

648. Chairman : Except that they have the plant. 

Br. Addi.wn : But under my system the state 

would have the plant to manufacture its require- 
ments. They have certain machines and you know 
where they are. 

649. Chairman: But then are you assuming that the 
state will have enough machines and that it will 
not want any more? 

Br. Addison : No. 

650. Chairman: If it wants more it is surely in a 
better position if it has only to go across the road, 
as it were, to people who have them already. 

Br. Addison: No; we will take machinery. 

651. Chairman : The ordinary engineer will not have 
all the necessary machine tools. 

Br. Addison : A lot of them will be available 
somew'here. When you have a machine which is 
capable when ordinarily used we will say for making 
bicycle parts, or sewing machines, or anything you 
like, you will find that certain types of machine 
are suitable for the manufacture of this or that 
part of a war production ; it only requires a very 
rapid adjustment bo get it so used. The pioint 
I am making is, having your classification ready, 
with your machinery for invoking its rapid use 
ready, that is a better way of getting a bigger ex- 
pansion than by expecting, which would never 
happen, a private firm to have a number of highly 
specialised machines, kept idle, because they will 
not do it, and 3’ou cannot expect them to do it ; it 
is not fair. 

652. Bajiie liachcl Crowdy: Is not the trouble that 
they are not kept idle. 

Br. Addison : That is another matter, but a 
lot of the machines are, because a machine can be 
readily adapted for making different things. That 
is my point. Might I put this* in? This is a good 
case ibecause it gives you an illustration of the kind 
of contractors whom we found were useful for making 
this that or the other. If you. Sir, and your col- 
leagues will look at the end under “ Metropolis 
you will see the kind of thing I am now talking 
about which was very widespread. 

653. Chairman: The trouble is that, assuming you 
put an end to the private manufacture of arms, you 
would only have all those people to call upon; they 
would be in existence. 

Br. Addison: They are not manufacturing 

arms now. 

654. Chairman: But they would all be available to 
be called upon. 

Br. Addison: Certainly. 

655. Chairman: Very well; but in addition you 

would have these people who have been manufac- 
turing arms; would not that be a help to expansion. 
1 quite agree with you that they will not be in 
existence if you are not going to allow them to 
exjiort. 

Br. Addison : No. 

656. Chairman : But if you allow them to export it 
seems to me — and I cannot see liow it can be otliei- 
wise— that, under your system, if you get a com- 
plete organisation you must be in a better position 
to meet the emergency the more firms you have i.o 
call upon — ^the more there are the better. 

Br. Addison : That is true, but the engineering 
capacities of this country are immense, as we found, 
and if you have a system where you rely to a greater 
or less degree upon private manufacture 31011 neces- 
sarily and in consequence rely upon that system 

* The witness handed in a confidential Report 
prepared by the Ministry of Munitions. 


quite properly — it is the only w'ay to use it. It is 
true that if you have firm A making machine guns 
for someone or other, or for yourself, in peace time, 
that if 3'Ou have them in existence when a war 
begins, there will be so much more capacity — that 
would be so — but the point I am suggesting is that 
for the purpose of obtaining your supplies it would 
be better that you 3'ourself had that capacity, and 
that in fact seeing that war productions, except in 
the more highly specialised cases, like big guns, we 
will say, are a type of manufacture for which there 
is an immense wealth of available material in our 
country which can be mobilised quickl3', that the 
right method and the most expeditious method is to 
have j’our capacity of manufacturing on your own, 
with, of course, j’our own capacity for expansion, 
and to rely for your expiansion on the mobilisation 
under the system here indicated of others rather 
than to rely upon them to be responsible for 5’our 
supplies in peace time. 

657. Mr. Spender: In fact the whole tenor of your 
evidence suggests that the state would have a far 
bigger permanent establishment with regard to 
armaments than most of us have ever contemplated 
at the cost of a large expenditure of capital and the 
keeping of very large reserves of labour. If the 
state is to keep clear and avoid all the troubles which 
you have rehearsed to us, that would be necessary, 
would it not; it would be a very formidable under- 
taking ? 

Br. Addison : No. It would be, if I may say so, 
nothing like as exxiensive as the present. You are 
paying for it now ; J'ou are pa3dng for it through 
someone else’s account. 

658. Mr. Spender : May not we put this point of 

view : that the pa3'inents in the matter of ovei'head 
charges, so long as these private firms are allowed 
to export, are divided between a good many 
countries and governments, and it seems a prioii veiy 
improbable, if one country takes it all upon itself, 
that it can do it more economically. Your 
theory 

Br. Addison: It is not a theory. Take what- 
ever manufacture 3’ou like ; after all, it is in terms 
of goods j’ou want to jiroduce when it gets down to 
brass tacks. You want 100 shells, or 1,000,000 cart- 
ridge cases, or 1,000 machine guns, or whatever^ it 
is. It is a more economical method of producing 
those things to have a factory, and so forth, equipped 
for that purpose and used for that purpose, than it 
is by paying extra overhead charges to half a dozen 
different people. You are paying for it all the same, 
and it is not going to add any more on your esti- 
mates. It will be a good deal less, as a matter of 
fact, because they will cost less. Take Exhibit D 
the record of the meeting I had with the big firms 
on the 31st January, 1916—“ He (Dr. Addison)- 
“ said that the actual costs of production in govern- 
ment factories have been definitely ascertained ” and 
certain gentleman here mentioned “ urged the point 
that the cost of production was very much greater 
in an old-established firm than in a small new fac- 
tory erected for one special purpose and that there 
were special charges, e.g., for experimental work, 
gun ranges, submarine testing stations, which should 
be taken into account.” Then they went on later to 
talk about their overhead charges. That is so, but 
you are paying for it now, extra, in half a dozen 
or a dozen different places, and my reply to you, 
Blr. Spender, is that that necessarily is more ex- 
pensive than if you are making it under this system 
for yourself. 

669 Mr. Spender: You put before us the dangers 
of there being a war without sufficient power of ex- 
pansion I am not wanting to make a point dog- 
matically but the getting of that power of expansion 
by the state, if it is to do what you suggest in your 
evidence it ought to do, would almost inevitably be 
more expensive than if the power of expansion is 
spread over a good many countries, as it is as a 
matter of fact? 
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Dr. Addison : All I have to say is that if this 
country is to rely upon the support of this system 
of manufacturing its supplies in times of war upon 
the precarious obtaining of orders from other 
countries in peace time, then it is going to rely 

660. Mr. Spender : I am not speaking about war 
time. 

Dr. Addison: I am not; I am talking about 
peace time. 

661. il/r. Spender: The Inquiry, as I understand it, 
is not so much concerned with war time. I think 
we should most of us agree with all that you say 
about control in war time; it is only how to get the 
best reserves and the best machinery for expansion 
at the least cost in time of peace. 

Dr. Addison: I think it is undeniable that the 
reliance upon firms who manufacture or seek to 
manufacture for overseas markets — the suggestion 
that that so spreads your overhead that it is better 
for the state — that is your inquiry? 

662. Mr. Spender: Yes; in time of peace. 

Dr. Addison: Yes. I suggest that the evidence 
shows that it is not so ; that the firms, quite neces- 
sarily, in undertaking that type of manufacture, 
have to have very large overhead charges, and, as 
they themselves urged to me in this paper here 
quoted, they have to support in some cases a costly, 
world-wide selling organisation. So they have, 
and the expense of that world-wide selling organisa- 
tion with all that goes with it comes in the long run 
on the price of the supplies. I suggest to you, Jlr. 
Spender, that the suggestion that the state is get- 
ting it cheaper because of that is not in accordance 
with the facts. It is not getting it cheaper; it is 
paying more. 

663. Mr. Spender: That must be more or less a 
speculation, must it not? 

Dr. Addis&n: Well, of course; and a very big 
spMulation. They do not know whether they are 
going to get orders from Bolivia or not. 

664. Mr . Spender : I am not defending the system. 

Dr. Addison : I know you are not. I am not 

expressing an opinion about it; I am only saying 
what it necessarily involves in cost. 

665. Mr. Spender : It is not merely orders for muni- 
tions that these firms get? 

Dr. Addison : No. 

666. Mr. Spender: They are using their labour for 
a great many peace purposes which also spread the 
overhead charges? 

Dr. Addison : That is true. 

667. Mr. Spender : So it is not very easy. 

Dr . Addison ; But you cannot get away from the 
fact that that system necessarily involves, and, as 
firms quite properly claim — I think it is a fair claim 
— a very big extra expense to maintain that selling 
organisation. But if you take a thing like (3) in 
paragraph 5 (6) of Exhibit C., the unemployment 
of armour plates or armour rolling jilant — expensive 
plant of that kind — it is a very prodigious addition, 
and must be, to their overhead charges. You are 
paying for it; you must pay for it, and it is not 
cheaper to do it that way. 

668. Mr. Spender: You have been talking of your 
experience of 1914, when munitions were somelhing 
which were static. Was not one of the difficulties 
in 1914-15 that the War was developing all sorts of 
new emergencies and new weapons, and you could 
not get the soldiers to decide upon what kind of 
munitions or guns they wanted ? The argument went 
on all through the autumn and winter of 1914 and 
the spring of 191.5 between shrapnel and high ex.- 
plosives, and .ivhen we speak of storing munitions and 
having reserves of them, does not that mean con- 
stantly storing all the time? 

Dr. Addison : There is bound to be a certain 
amount of that, anyhow. I do not think that the 


demands for new developments became so pressing in 
the sense to which you are referring until about the 
niiddle of 1915. The arrears of demands which gave 
rise to the trouble in the autumn and the winter 
of 1914 and the spring of 1915, which led to the 
establishment of the Ministry of Munitions, were the 
inability to obtain stock supplies which had been 
forecast before, which were not new in type, although 
in some cases with regard to shrapnel and high ex- 
plosives the proportions between the two were dif- 
ferent from anticipations, that is true, but, still, it 
was the same type of shell. The trouble at that time 
was the deficiency and the inability of the supply — 
what you might call the stock supplies. The new 
thing arose later, and I think there is no doubt that 
if there should bo such a calamity as another war you 
may be perfectly certain that the form of demand will 
be different and that there will be lots of things which 
no one anticiiiates. Y'ou cannot help that, anyhow. 

669. Mr. Spender : If you look at either the French 
or the German or the Russian results of 1916 they all 
tell the same story? 

Dr. Addison ; They do indeed. 

670. Mr. Spender : All out of guns, munitions, rifles, 
etc. ? 

Dr. Addison: Yes; but that situation in Russia 
applied ail tho time. So far as France and Germany 
are concerned, it developed during 1915. 

671. Mr. Spender: It was a little earlier, was it not? 

• — 1 am speaking rather from memory; y'ou have all 
the details in Lord Kitchener’s “ Life.” I think 
December, 1914, was one of the critical months? 

Dr. .-Ldilison : There was a controversy between 
the use of high explosives and shrapnel, which went 
on sporadically for a long time; but so far as this 
particular case is concerned — shrapnel shells, 
18-pounders, or high explosives — those werei the 
things which had been specified ; they were not new 
things; and the point was whether this was the best 
method of supplying them or not. 

672. Mr. Spender : There was a great controversy 
as to the safety of the various kinds of high ex- 
plosives ? 

Dr. Addison : There was indeed, and it went on 
for a long time. We did not get over those diffi- 
culties until really well into 1916, but no one can be 
blamed for that. I am afi'aid that sort of thing is 
inseijarable from anything which is new. It is 
neither for nor against private manufacture; it is 
just something new. 

673. Mr. Spender: 1 am only suggesting there is no 
system which is watertight. 

Dr. Addison: No. That is why I particularly 
attach so much importance to what I have stressed 
about design and invention, and all that. I think 
it is very necessary that you should have an alert 
central organisation capable of making use of what 
it can obtain outside. 

674. Mr. Spender: How long do you think it would 
take, if it were decided to change over to state 
manufacture, to buy out or compensate the firms 
and make new arrangements ? 

Dr. Addison : It depends upon who handled it 
and how it was handled. I should have thought, 
speaking without detailed consideration in answer 
to your question, perhaps a year or so ; perhaps a 
little longer, a couple of years, but not a long time. 

675. Chairman: It is now time for us to adjourn 
and I understand you cannot come this afternoon? 

Dr. Addison : I am sorry. 

676. Chairman : Could you come again on Friday 

morning ? 

Dr. Addison : Yes. 

677. Chairman : Because I think that some of my 
colleagues have questions to put to you. 

Dr. Addison : If you please. Sir. 


(Adjourned for a short time.) 

[For continuation of Dr. Addison’s examination, vide infra, p. 100.] 
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On resumption : — 


Lord Davies of Llandinan, representing the New 

678. Chairman : Lord Davies, you have been good 
enough to come and offer to help us. You have pre- 
pared a statement which we have in print. You 
realise that it deals with some matters from one 
point of view, or perhaps several points of view, 
which are not directly material to our Inquiry, but 
at the same time they bear upon the questions which 
we have to consider, and I was wondering what would 
suit you best. It you would like to read your state- 

(The witness read the 

Aims and objects of the New Commonwealth. 

1 . The New Commonwealth is an international 
society which endeavours, by means of research and 
education, to influence public opinion in Great 
Britain and other countries to secure the establish- 
ment of the reign of law in international relation- 
ships. Its basic principles are: — 

(i) That a durable peace can only be founded 
upon the concept of justice. 

(ii) That the reign of law in international 
relationships will never be realised until, 

(а) a peaceful procedure has been evolved 
to revise treaties and to adapt the public 
law to the changing needs of the inter- 
national community, 

(б) adequate sanctions — financial, economic 
and military — have been provided to enable 
the international authority — the League — 
to vindicate the supremacy of the public 
law. 

From these principles we deduce the necessity for 
the establishment of two institutions as part of the 
permanent machinery of the League; 

(i) An equity tribunal empowered to settle all 
disputes, including .those arising out of the 
revision of treaties, which defy settlement 
through the existing procedure of negotiation 
and conciliation — the Assembly and Council of 
the League — or of judicial processes — the Per- 
manent Court of International Justice, and 

(ii) an international police force to maintain 
order and to uphold the decisions of the 
authority. 

By insisting upon the necessity for the establish- 
ment of these complementary institutions — an equity 
tribunal and police force — the Society endeavours 
to harmonise the dynamic principles of peaceful 
change with the static principle of security in inter- 
national relationships. 

An Intennational Folice Force. 

2. The idea of an international police force is 
not new and throughout the centuries it can be 
traced back to the days of the City States of Ancient 
Greece. From time to time, distinguished statesmen 
and publicists- — Sully, Saint-Pierre, Rousseau, 

William Penn, Kant, Castlereagh and Theodore 
Roosevelt, to mention only a few — have proposed 
the pooling of national military resources for the 
purpose of establishing an international sanction. 
During the last twenty-five years, discoveries and 
inventions, and the application of science to the art 
of war, have produced a number of super weapons, 
for instance, submarines, tanks, poison gas and aero- 
planes, thus increasing immeasurably the potential 
power of destruction of every national war estab- 
lishment in comparison with the pre-war era. We 
propose that by applying the principle of differen- 
tiation of weapons, it will be possible to transfer to 
the custody of the intemational authority, these 
super weapons, thus conferring upon it a superiority 
of force expressed in armaments and equipment 
rather than in huge armies and mass formations. 
Under this arrangement, the national military estab- 
lishments would still retain such forces and pre-war 
weapons as are deemed necessary for policing their 


Commonwealth Society, called and examined. 

raent that would be quite convenient and acceptable 
to us. 

Lord Davies : In the first place, may I thank 
you. Sir, and the Commission for kindly allowing 
us to place this evidence before you. I represent 
the New Commonwealth Society, which is an inter- 
national body, and this memorandum has received 
the approval of the executive committee of the inter- 
national section and also the majority of the members 
of the British Committee of the Society. 
following statement.) 

respective -countries and dependencies abroad, and 
as the first line of defence, for the protection of their 
frontiers against an aggressor. In the event of 
an attack, these forces would be immediately re- 
inforced by the international police force just as the 
constabulary are reinforced by the forces -.if the 
Crown in the event of riots and civil disorder. The 
strategical location and distribution of the inter- 
national police force would depend upon the number 
and geographical position of states members 
of the authority. Its main preoccupation would 
be to protect them against acts of aggression by 
non-member states. Participation in this col- 
lective system on terms of equality would be open 
to the latter whenever they desired to join the 
ranks of the authority. The international police 
force would therefore be a highly specialised 
and centralised force manned by a relatively small 
personnel of fully trained experts and under the 
direct control of the authority. This brief descrip- 
tion is in-tended as an introduction to the following 
suggestions dealing with the supply of armaments 
and munitions for the maintenance of such a force 
which, if they were adopted, would render national- 
isation unnecessary and enable the existing sources 
of supply to be utilised for the sole purpose, not of 
making war, but of suppressing it. 

Disarmament. 

3. In its advocacy of these objectives, the Society 
is not directly concerned with the policy of negative 
disarmament. Our aim is to concentrate public 
opinion upon the necessity for “ the enforcement 
by common action of intennational obligations.” 
(Article VIII of the Covenant.) We believe that 
when an effective system of collective security has 
been established — the reign of law — disarmament will 
automatically follow, because no longer will any 
nation co-operating with others in the establishment 
of this system have any inducement or motive to 
maintain huge and costly armaments of its own. 
Thereafter the defence of each will be merged in the 
defence of all, whilst the experience of every civilised 
community demonstrates that “ centralised force 
tends to eliminate all force, including itself.” 

Purpose of armaments. 

4. It follows that the Society is chiefly concerned, 
not with the methods and conditions of armament 
manufacture, but with the purpose for which arma- 
ments are required and their ultimate destination. 
We maintain that, wielded by an international autho- 
rity in the exercise of the police function, they will 
become the custodians of peace and the guardians 
of justice. On the other hand, under the exclusive 
control of sovereign national states they will continue 
to be used as the instruments of international duel- 
ling, thus perpetuating the ancient practice of trial 
by battle. The New Commonwealth asserts that the 
only right or moral use of armaments is the policing 
function. 

Private manufacture. 

5. We regard the private manufacture of arma- 
ments under the existing international system as 
pernicious, for two reasons : 

(a) because in the present state of inter- 
national anarchy the immediate interests of 
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armament firms are served by fomenting and 
stimulating international rivalries and jealousies, 
which ultimately lead to war. We need not 
elaborate this point because it has been exhaus- 
tively dealt with in the evidence already sub- 
mitted to the Commission; 

(h) because the motive of private gain or profit 
is an inducement to armament firms to supply 
weapons to other nations, which in the event 
of war may be used against the forces of their 
own country. 

Therefore, under existing conditions, the private 
manufacture of and trade in armaments, is an 
adjunct of competitive national war establishments, 
and of the duelling system. If this anarchic system 
is to be allowed to continue, we believe that its 
effects will be aggravated by the private manufacture 
of armaments. Therefore, so long as these conditions 
exist, we would urge the nationalisation of all arma- 
ment manufacture and trading, though we are not 
convinced that this change will in itself result in 
any appreciable limitation of armaments, or that 
it will entirely abolish the abuses to which we have 
alluded above. In short, we regard nationalisation 
merely as a palliative measure, which may help to 
diminish the incidence of war. 


Competitive war establishments — the root 
cause of %var. 

6. Moreover, even though armament production is 
nationalised, the elimination of private profit will 
not prevent war being regarded as an instrument of 
policy. Further, there will be no guarantee that 
surplus stocks will not be sold by governments to 
other nations,* or that the small states will not 
become the vassals of the Great Powers upon whom 
they will be dependent for supplies of war material. 
Therefore, in our opinion, the root of the evil lies, 
not in the method of manufacture or trading, but in 
the existing sj'stem of competitive national war 
establishments. Until this is replaced by a collective 
system, mankind will always live under the menace 
of war which, in the twentieth century, means the 
threat of complete annihilation and the destruction 
of civilisation, at any rate in Europe. 


Co-operative armament versus competitive 
armaments. 


7. We would therefore venture to submit that the 
urgent need of Europe, and specially of Great 
Britain — owing to its vulnerability to air attack — is 
the establishment of a collective system of security 
which, in its development and organisation, means 
the creation of an international police force under 
the control and direction of a neutral authority — the 
League of Nations. 

Further, we believe that if such !i development 
can be achieved, the existing methods of manufac- 
ture of armaments, both public and private, could 
be fitted into the new system with the minimum of 
dislocation and expenditure. The effect would be 
to limit the demand for armaments to one customer 

the League. Under such an arrangement govern- 
ment factories and armament firms would be pre- 
cluded from supplying their munitions to any country 
or government other than the authority controlling 
the international police force, subject to such con- 
ditions and modifications as might be agreed to 


Evidence that this practice exists at present is 
contained in a letter from Captain John Ball, Director 
of the Soley Armament Co., Ltd., to the American 
Armament Co. in which he claims to be a contractor 
to the War Office and “ really the sole selling channel 
for small arms, etc., which belong to the British War 
Office.” The letter continues “ The stocks we control 
are of such magnitude” (valued at approximately 
£6 millions) that the sale of a big block of them could 
alter the political balance of power of the smaller 
states.” (Minutes of Evidence of Commission Investi- 
gating Munitions Industry in the United States 
Part 3, page 672, exhibit 256.) ’ 


■between the states members of the authority, for 
the supply of weanions and ammunition required for 
policing purposes in their own territories at home 
and overseas. This would imean substituting co- 
operative armament for the existing sy.stem of com- 
petitive national armaments, and it would obviate 
the two objections to private manufacture and trad- 
ing mentioned in jiaragraph 6. It would remove 
any incentive on the part of the armament firms to 
stir uj) rivalry and foment trouble because they 
would be bound by their contract with the inter- 
national authority to refrain from supplying weapons 
to an}'one else. Moreover they would no longer be 
under the stigma of supplying armaments to other 
nations which could be employed to slaughter their 
fellow-countrymen. 

The only conceivable exception would be an act of 
aggression committed by a state member against one 
of its neighbours which would compel the authority 
to employ its police force in defence of the state 
which iwas being attacked and to bring hostilities to 
an end. This would be analagous to tbe case of in- 
dividuals in every civilised community who contri- 
bute to the cost and equipment of a police force 
which may be used to arrest or restrain them should 
they be guilty of acts of violence against their fellow 
citizens, or commit a breach of the law. 

Sources of armament supply — no moral considei'ations 
involved. 

8. Assuming that the states members of the autho- 
rity are prepared to recognise that the exclusive pur- 
pose of armaments is the policing function, and that 
they are willing to constitute a joint force under the 
control of the authority towards the maintenance of 
which they will jointly and severally contribute, then 
it follows that the armaments and equipment of 
such a force must be supplied from some source or 
another. It is clear that no moral considerations are 
involved so long as these armaments are employed 
for one purpose only, namely, international policing, 
and their ultimate destination is the international 
authority. It therefore seems to us immaterial from 
what source or sources they may be derived. Con- 
sequently it becomes a question of expediency as to 
whether they are produced by 

(i) international manufacturing e.stablishments 
under the direct control and supervision of the 
authority, 

(ii) national establishments under the control 
of individual states members, 

(iii) private armament firms situated within 
the territories of the co-operating states 
members. 

Should international authority establish its own 
munition factories? 

9. It is clear that the weapons transferred to the 
international police force will require to be replaced 
as the original stock handed over by states members 
of the international authority becomes obsolete. In 
certain eventualities it may even be necessary to in- 
crease tbe supply if, for instance, the states which 
remain outside the authority decided to embark upon 
a new competition in armaments in defiance of the 
reign of law and in order to impose their individual 
will upon the federal authority. It is anticipated, 
however, that if a sufficient number of states combine 
at the outset in establishing the authority it may be 
able to reduce the contents of its arsenals, and thus 
obtain a considerable measure of disarmament 
followed by a still more comprehensive reduction 
when the non-member states decide to co-operate in 
the new system. 

But, however great these reductions, there will 
always be the need for the replacement of old and 
useless weapons and for the replenishment of the 
stocks of ammunition. The authority may occa- 
sionally introduce a new weapon and it may improve 
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upon its original types. It may be forced to do so 
by the action of non-member states, and in tlie.se 
circumstances it would be compelled to undertake a 
comprehensive programme for the improvement and 
modernising of its armaments. Consequently, pro- 
vision would have to be made in the organisation of 
tlie international police to meet this contingency. 
But unless it is faced by competition from outside, 
the tendency will be towards stabilisation, followed 
by reduction, and the policy of replacement will be 
limited to those weapons which are fit only for the 
scrap-heap. As a result the “ expectation of life ” 
of each species will he prolonged. 

Nevertheless, the problem of manufacture and 
supply both of weapons and ammunition, will still 
remain. The international authority might under- 
take the task of repairs, but without incurring 
enormous costs it could not hecome directly 
responsible for the manufacture of renewals, lie- 
pairing workshops might be established at the unit, 
continental and headquarters bases, but the produc- 
tion of a new ironclad, tank or gun would be clearly 
outside the range of its activities, and might lead to 
endless complications and unnecessary expenditure. 

The authority and its states-memhers. 

10 . The authority bears no comparison with the 
individual sovereign state. It does not possess vast 
territories upon which to erect its factories for the 
production of battleships, submarines, tanks, 
artillery, poison gas, etc., nor can it command the 
services of a highly industrialised population for the 
supply of its requirements. It must perforce fall 
back upon the resources of its individual states- 
members as the means of replenishment. If the 
latter have handed over their super weapons, they 
can he trusted to produce the nece.ssary replacements 
and the stocks of ammunition. Such an arrangement 
would obviate the enormous expenditure entailed by 
the erection of new factories especially in neutralised 
localities or small states where the cost of manufac- 
ture would probably be excessive, whilst the confi- 
dence displayed by the authority in the loyalty of 
its states-members would give them a direct stimulus 
in maintaining the armament and equipment of the 
international police. 

Spreading the risks. 

11 . Moreover, the concentration of the entire pro- 
duction of weaijons and ammunition in a few centres 
and huge factories under the control of the autho- 
rity might constitute a serious menace to its security. 
To any recalcitrant sfate-inember or hostile non- 
member, these centres would become the decisive 
points, if they could be placed hors de comhat, the 
superiority of the international police would be 
seriously endangered, if not destroyed. Acts of in- 
cendiarism or sabotage directed against these muni- 
tion factories might deprive the authority at one 
blow of its vital supplies. 

On the other hand, if it is not dependent upon 
any one source for its replenishments, it may draw 
upon the resources of all its states-members. If 
any Great Po,wer assumed the role of the aggressor 
or endeavoured to paralyse the authority by cutting 
off its supplies, the latter would be able to fall 
back upon the other jjowers to make good tho 
deficiency. Thus the policy of spreading the risks 
would be infinitely less dangerous than one which 
aimed at concentration under the authority. Con- 
sequently it is not proposed that the manufacture 
of arms and equipment for the international police 
should be undertaken by the authority. 

.Urcroft factories an exception. 

12 . To this general rule, it is suggested there may 
be an exception, and it relates to the unique 
position of aircraft as a policing agency and the 
necessity of improving this new arm of the service 
in order to increase its potency and efficiency. 


Consequently, it may be found desirable to establish 
several aircraft factories under the control and 
direction of the authority and specially designed for 
the construction of fighting machines and bombers. 
These factories would concentrate their activities in 
developing the military type of aircraft, which 
might tend to become more and more distinct from 
the commercial air vehicle. 

In the sphere of aviation new types follow one 
another in rapid succession. These factories would, 
therefore, become centres of research and experi- 
ment contributing to the advance of aeronautical 
science. 

It is held in some quarters that the fighting ’plane 
will become the decisive weapon of the future, and 
that superiority in this arm will be the dominating 
factor in any struggle. Whether this view can be 
substantiated or not, few people will deny the 
importance of the military aeroplane and the 
necessity of maintaining its superiority in speed and 
“ performance ” over the commercial ’plane. The 
authority should not be entirely or exclusively de- 
pendent upon the efforts of national aviation 
factories of states-members or of private firms in 
improving the existing types and models. The fact 
that it would possess a monopoly of the fighting 
’planes should not prevent it from exploiting this 
advantage by increasing the speed, range and 
efficiency of these machines. 

The authority need not depend solely upon it.s 
factories for even the bulk of its requirements. We 
have seen that this would be a mistaken policy. 
But in a matter of such vital importance, it could 
not afford to rely entirely upon the initiative and 
enterprise of national governments or private firms 
whilst the dual source of supply could not fail 
to be an advantage. 

Sutioning of orders. 

13 . Let it be assumed, however, that with this 
exception, the authority relies upon its states- 
members for the provision of weapons and ammuni- 
tion, that it rejects the alternative of direct manu- 
facture and purchases its requirements from the 
existing sources of supply. This system, however, 
has its drawbacks, against which safeguards should 
be provided in the treaty. The general considera- 
tions bearing on this point are as follows. 

Firstly, the armament orders should bo rationed 
out as far as is practicable amongst all the states- 
members. This proposal, of course, does not mean 
that every state-member will be allotted its quota 
irrespective of other factors, such as costs, distance 
from the police bases, capacity of production and 
other circumstances, which should be taken into 
account in the distribution of the orders. It is clear 
that in most cases the requirements could only be 
supplied by those nations which have attained a 
high standard of industrial efficiency. Each state- 
member which can demonstrate its ability of minis- 
tering to the needs of the authority should, however, 
be entitled to its share of the orders. 

No monopolies. 

14 . Secondly, the orders should be distributed in 
such a way that no state-member or group should 
be able to secure a monopoly in the manufacture 
or production of any weapon or species of ammuni- 
tion required by the international authority. At 
least, all the Great Powers should be included in 
the allocation of orders for vital necessities. It is 
clearly essential that no national government should 
he placed in a position which would enable it to 
paralyse the activities of the international police by 
holding up their supplies, or to exert xiressure on 
the authority by even threatening to do so. If each 
of the Great Powers participates in the manufacture, 
limited in extent and defined in the treaty, of 
these supplies, the security of the international 
police will be assured and the danger of a monopoly 
will be removed. 
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The production of chemical materials may be cited 
as an instance. At the conclusion of the War there 
.were 25 kinds of poison gas, and since then several 
new varieties have been added to the list. It is 
essential that all tliese chemical compounds should 
be manufactured in factories situated in the 
territories of each of the Great Powers, thus ensur- 
ing to the international authority adequate and 
alternative sources of supply. Before the War 
Germany possessed a practical monopoly of these 
materials owing to the fact that her industrialists 
had captured the trade in chemicals, and had 
organised the industry on a monopoly basis. As a 
result she succumbed to the temptation to use the 
products of her dye and allied industries for war 
purposes. The arrangement described above will 
remove this temptation in the future. It will rest 
upon the unassailable basis of being directed against 
no state in particular, but against any nation which 
violates its treaty pledges. 

The Tiarcme formula. 

15. Subject to the above considerations, it is sug- 
gested that the orders for the supply of armament's 
and munitions should be allocated to states-members 
on the basis of the Bareme formula, which governs 
the contributions now paid by states-members 
towards the cost and maintenance of the League. 
This formula expresses the principle of equality of 
sacrifice, or ability to pay in terms of annual con- 
tributions to the international authority. In other 
words, it represents the premiums to be paid on the 
insurable assets of each contributory state. Con- 
sequently the same system might fairly be applied 
in assessing the contributions of states-members 
towards the maintenance and cost of the inter- 
national police force. It follows that the allocation 
of orders for armaments and equipment should be 
distributed on the same basis, so that states-members 
who paid the largest contributions would receive their 
share of the orders for supplies. 

Nationalisafion of armaments. 

16. Under the arrangements outlined above, it does 
not appear that any advantages would be gained 
through the nationalisation of the armament indus- 
tries functioning within the jurisdiction of .states- 
members of the authority. The activities of both 
state factories and private firms would be restricted 
to supplying weapons which would be used exclusively 
for policing purposes, whether by national govern- 
ments within their own territories, or by the 
authority for the maintenance of international law 
and order. State factories would be primarily con- 
cerned with the equipment of the forces under their 
control, whilst the bulk of super weapons would be 
produced by private firms, as they are to-day, to 
supply the requirements of the international police 
force. 

The International authority and armament firms. 

17. Private firms and factories authorised to manu- 
facture weapons and ammunition on behalf of the 
international authority should be scheduled in the 
treaty and licences for this purpose might be granted 
by the authority and endorsed by the respective 
national governments. No other firms would be 
added to the li.st without the sanction of the 
authority. Moreover, they would be precluded from 
selling any weapons to non-member states. The 
authority would thus constitute their solo customer 
inasmuch as states-members would solemnly have re- 
nounced the right to employ these weapons. They 
would have voluntarily handed them over to the 
authority, with the exception of a limited number 
belonging to certain types required for internal 
policing, and which should be enumerated in the 
treaty. 

Direct contact with the authority. 

18. The further point arises as to whether the 
authority should deal direct with the munition firms 


or whether the orders should be transmitted through 
the national governments. Probably the former 
method would be the simpler plan and would avoid 
possible complications, red-tape, and delay, once the 
allocations for replacement had been agreed to by 
the states-members. Such an arrangement would 
tend to strengthen the relationships between the 
armament producers and the international authority. 
The former would be less likely to support their 
national governments in any chauvinistic policy, 
preferring the certainty of long-term contracts to 
the risk of losing their trade connection with the 
authority. They would realise that in the long run 
their interests would best be served by assisting the 
international authority to maintain peace, rather 
than in bolstering up a precarious system which is 
bound, sooner or later, to lead to war. They may 
also realise that in the next war, armament and 
munition factories will probably be reduced to ruins 
within a few hours of the outbreak of hostilities. 

In the past it has been the practice of a number 
of national governments to purchase their warlike 
equipment direct from armament firms in foreign 
countries. Consequentlj' the proposal that the 
authority should follow the same procedure does not 
involve any new principle in the relationships 
between sovereign states and tbe armament firms 
functioning within their jurisdiction. 

The future of armament firms. 

19. Taking the short view, the immediate effects 
of the scheme will probably be injurious to the fin.an- 
cial interests of the armament firms. The authority 
will have become their sole customer, and they will 
no longer be able to exploit national rivalries. Their 
orders for renewals may have dwindled to modest 
proportions, and their output will be regulated to 
meet the needs of the authority. Their trade will 
bo restricted within the limits prescribed in the 
licences granted under the treaty. 

Under these conditions, it is clear that compara- 
tivelj’ few firms would bo jirepared to tender for new 
constructional work. A business whose expansion 
had been permanently arrested, and whose volume of 
trade tended to diminish rather than increase might 
become incapable of executing oven the slender 
requirements of the authority, unless special 
arrangements could be entered into, safeguarding 
the interests of both parties. For instance, the 
authority might undertake to pay an annual sub- 
sidy, or rent, to the selected firms in each country, 
in return for an undertaking on their part to main- 
tain a specified quantitj' of machinery and plant, 
to be placed at the disposal of the authority in case 
of emergency. The latter might also agree to guar- 
antee a minimum payment to each firm over a period 
of years, irrespective of the quantities actually pur- 
cha.sed. This payment would be merged in the 
price of the weapons, but would in any case be paid 
even though the total orders during the period 
were less than the amount of tbe annual subsidies. 
Such an arrangement might he regarded as a guai’- 
antee, which would enable the firms to maintain 
their specialised plant and the services of their 
skilled mechanics for the exclusive use of the 
authority. It would necessarily be restricted within 
certain limits, and would bo applied impartially to 
all the firms scheduled in the treaty. 

Compensation. 

20. Regarded from a purely business standpoint, 
it might be a profitable transaction for all tbe 
nations concerned to extinguish the opposition of 
all the armament firms, by paying them a measure 
of compensation for the loss of business which tbe 
creation of an international police would involve. 
Hitherto they have flourished as part and parcel of 
the international S 3 'stem. Their enterprises have 
been fostered by every government, and they have 
ministered, often unscrupulously, to the needs of 
every nation. Their services cannot, however, be 
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entirely dispensed with, and henceforth they can 
be employed as accessories in the cause of justice 
and peace. 

Never (has a more favourable opportunity pre- 
sented itself of coming to terms with the war- 
traders. The World War imposed an intolerable 
strain upon their resources. They were forced to 
expand their activities in all directions at an un- 
precedented rate, but on the morrow of the Armis- 
tice, they were left high and dry to extricate them- 
selves as best they could from the results of over 
production and the lavish outlay of capital on works 
which were no longer required. The universal 
financial stringency imposed upon every nation not 
only undermined the prosperity, but even threatened 
the existence of the armament firms. They have 
been forced to allow their war departments to lie 
fallow, and to concentrate uiion the manufacture 
of peace products which have also been adversely 
affected by the post-war depression in industry. 
They are passing through a period of reconstruction 
which inevitably follows after every great war. On 
the one hand, they may reach a permanent settle- 
ment with the authority under which, after pro- 
viding for its requirements, they will devote their 
energies exclusively to the arts of peace. On the 
other, they may tide over the armament depres- 
sion by developing their peace departments and keep- 
ing alive their war factories with small orders which 
will gradually swell in volume as the national ex- 
chequers recuperate and the reaction against war 
evaporates. 

Alternative policies. 

21. Here are two alternative policies, and the 
armament firms may be permanently enlisted on the 
side either of peace or war. In their present state 
of mind and under existing conditions they might be 
willing to treat with the authority, and a mutually 
advantageous agreement might he reached which will 
remove this sinister and potent influence from the 
realm of international relationships. If, however, 
a settlement is delayed, not only will all schemes of 
disarmament be frustrated but nations will be en- 
gaged in a new and disastrous competition in order to 
bring grist to the armament mill. The present op- 
portunity should be seized by the states-members of 
the League to effect a permanent settlement with 
these powerful agencies. Thus the incentive to stir 
up international strife, to produce new engines of 
destruction and to increase the output of munitions 
all over the world will be removed, at any rate in 
Europe. Measured in terms of money, no price 
can be regarded as too high to bring about such a 
settlement, which can only be achieved through the 
instrumentality of the authority as an integral part 
of its scheme for the establishment of an inter- 
national force. 

The air. 

22. Whilst the principles and proposals advocated 
by the New Commonwealth ultimately lead to the 
organisation of an international police force, armed 
with all the super weapons which science has intro- 
duced during the last quarter of a century, it is 
realised that such a comprehensive programme can 
probably only be achieved by stages. Experience 
may also prove that if military and civil aviation are 
internationalised, it will not be necessary to hand 
over other super weapons to the international police. 
Consequently the immediate objective of the Society 
is to concentrate upon the problem of the air, and to 
advocate the establishment of an international air 
police by the European states-members of the 
League. The recent air defence pact proposals at 
least enunciate the principle of international air 
policing. The idea underlying these proposals is 
mutual protection, which can only be achieved 
through a collective system in which the defence of 
each is merged in the defence of all. The inevit- 
able and logical result of such a policy is an 
European air police force controlled by a neutral or 
federal authority — the League. 


In order to secure the greatest economy, the best 
strategical distribution, the highest mobility and the 
maximum efficiency of such a force, it is essential 
that it should be directed and controlled by a central 
authority. It is generally agreed that the menace 
from the air has now become so overwhelming that 
the next war will mean mutual annihilation on such 
a vast scale as to destroy civilisation, at any rate 
in Europe. 

Therefore no measure short of detaching the 
squadrons of the air from the control of the national 
governments and handing them over to the custody 
of the League will suffice to remove a danger of 
such potential magnitude as has never before 
threatened the peoples of Europe. 

The conquest of the air has introduced a new 
science and a new industry. It has also brought into 
existence a new military service and weapon which 
are likely to become the decisive factors in any future 
war, and may render other weapons more or less 
obsolete. Lacking the traditions of the other military 
services, with its appeal to youth in all countries, 
besides its mobility and relative cheapness, it will 
be easier to convert aviation into an international 
policing agency than any other instrument of 
coercion. 

Moreover, the deterrent effect exercised by an 
international air police will be infinitely greater 
than an}’ which can be produced by a combination 
of the older services. Consequently the proposals 
adumbrated above for the supply of armaments and 
munitions to an international police force, comprising 
land, sea and air services apply especially to the 
establishment of an European air police. Although 
the aircraft industry is still in its infancy, it is 
growing by leaps and bounds, and therefore no time 
should be lost in moulding its development on 
international lines, so that it may serve the cause 
of civilisation, instead of destroying it. 

We presume that aircraft manufactui-ers are 
patriotic persons who, if they are convinced that the 
safety of their country and, incidentally of their 
own factories can best be served through the creation 
of an international air police force and the inter- 
nationalisation of civil aviation, they would agree 
to co-operate amongst themselves and with their 
respective governments in working out a practical 
scheme for the supply of aircraft and equipment for 
such a force. 

Therefore we would venture to suggest that a 
committee of aircraft manufacturers should be asked 
to study this problem and to submit a plan embody- 
ing concrete proposals for supplying the requirements 
of an European air police. We submit that the first 
step is to secure the co-operation of aviation experts 
and aircraft manufacturers in every European 
country, in framing practical measures for dealing 
with this urgent matter. 

Conclusions. 

23. To sum up, the New Commonwealth submits 
the following conclusions : 

(i) That the embodiment of the root causes of 
war is to be found in the system of competitive 
war establishments controlled by the govern- 
ments of sovereign states. 

(ii) That the question of nationalisation, as 
opposed to the private manufacture of arma- 
ments cannot be satisfactorily settled until the 
purpose and function of armaments has been 
decided and agreed upon. 

(iii) That the only right, or moral purpose of 
armaments, is the exercise of the policing 
function. 

(iv) That the recognition of this principle in- 
volves the establishment of an international 
police force under the control of a neutral inter- 
national authority — the League of Nations. 

(v) That under such a system, provided state 
factories and private armament firms are pre- 
cluded from supplying armaments to non-member 
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states, no moral considerations are involved in 
the method of manufacture and supply and that 
consequently the question of determining the 
source, or sources of supply becomes a matter of 
expediency. 

(vi) That if no such international collective 
system is evolved and war is still to be regarded 
as an instrument of policy, private firms engaged 
in armament manufacture should be nationalised 
in order to prevent, as far as possible, the abuses 
of the present system. 

(vii) That assuming an international police 
force is established under the control of an 
international authority, its armament require- 
ments should be secured from existing sources of 
supply, and that the authority should not, except 
possibly in the case of aircraft, become directlj' 
responsible for the manufacture of its armaments. 

(viii) That the authority should be authorised 
to enter into contracts with state factories and 
private firms for the armaments and munitions 
it requires. 

(ix) That as a first step, it is imperative to 
internationalise the air and to create an inter- 
national air police in Europe. 

(x) That aircraft manufacturers should be in- 
vited to co-operate in drafting a plan for supply- 
ing the requirements of an international air 
police force. 


679. Chairman: Thank you. Lord Davies. We all 
realise that you have presented a very clear and full 
case in support of this proposition for the establish- 
ment of an international police force. If we do not 
ask you many, or indeed any, questions upon your 
proposal you realise that it is because it is not really 
within our province or within the terms under which 
we were appointed either to express approval of any 
particular scheme or to criticijse any particular 
scheme, but to confine ourselves to endeavouring to 
form conclusions which bear upon the particular 
terms of our reference. Therefore, I do not pro- 
pose to ask you any more than a very few questions, 
in order to make clear to myself exactly what your 
proposition involves. Assuming the establishment of 
this international police force, in your view and that 
of your Association it becomes wholly immaterial to 
deal with the question of nationalisation as opposed 
to private manufacture? 

Lord Davies: Yes, Sir. We think it is the 
question of the purpose for which these armaments 
are required, and not the method of their manu- 
facture, which is the essential point. If they are 
to be used exclusively for exercising the policing 
function then we do not think it matters whether 
they are manufactured by jirivate firms or by state 
factories. 

680. Chairman : That is plain. In paragraph 6, 
where you are talking about nationalisation, you 
deal with the possibility of states supplying their 
surplus stocks. Assuming an international agree- 
ment to nationalise the manufacture of armaments 
have you considered the possibility of states not only 
supplying their surplus stocks to other states but 
actually starting as traders themselves? Assuming 
the private manufacture of arms to be forbidden or 
stopped, then the manufacture must rest with the 
states themselves. Have you or your Association 
wnsidered the possibility of states starting as traders 
themselves? That is the point that has been made. 

Lord Davies : Yes, Sir. I refer to it in the 
course of, I am afraid, the very long statement 
which I have read, where I think I describe it in 
this way, that possibly the smaller states would 
become vaasals of the great powers upon whom they 
were dependent for their supplies of war material. 

681. Chairman : It has been pointed out to us that 
really the nationalisation of the manufacture of 
armaments might from some points of view be a 


greater evil than allowing the existence of private 
manufacture. 

Lord Davies : I do not think I could go so far 
as to say that. All we try to point out is that it 
really^ does not get at the root of the whole trouble; 
that the root of the trouble, after all, is the purpose 
for which these armaments are going to be used in 
the long run, and what their ultimate destination 
is to be. The mere nationalisation of their pro- 
duction does not mean necessarily that war is no 
longer to be regarded as an instrument of policy. 
These smaller countries who are now dependent for 
their suiiplies uiion the big armament firms would 
still be dependent on certain governments who would 
supply them with the warlike material which they 
required. 

GS2. ChairmoM: In paragraph 20, where you are 
dealing with the private manufacturers from a 
business point of view, you say “ Their services ” — 
that is, the services of private armament firms — 
“ cannot, however, be entirely dispensed with, and 
henceforth they can be employed as accessories in 
the cause of justice and peace ”. Does that mean, 
assuming the establishment of the international 
police force? 

Lord Davies: Precisely, Sir. I do not think 
.we a ould ever suggest that they were accessories of 
either justice or peace unless they were part and 
parcel of a policing sy^stem. 

683. Chairman: My last question is this, and it 
deals with the only part of your statement which 
very materially concerns us : You realise, do you not, 
that the main object for which we were appointed 
was lo consider and report upon the practica- 
bility and desirability (both from the national and 
mternatmnal point of view) of the adoption (a) 
by the United Kingdom alone, (6) by the United 
Kingdom in conjunctioii with the other countries of 
le world, of a prohibition of private manufacture 
of and trade in arms and munitions of war, and the 
institution of a state monopoly of such manufacture 
and trade. You know that? 

Lord Davies : Yes. 

6W. Chairman : The only piece of advice that you 
give us that I find is in paragraph 23, clause (ii). 
There you say that “ the question of nationalisation, 
as opposed to the private manufacture of arma- 
ments —which IS the main question we have to 
consider cannot be satisfactorily settled until the 
pupose and function of armaments has been decided 
and agreed mion.” That means that we had better 
adjourn sme die, does it not? 

Lord Davies : Not necessarily. Sir. One cannot 
help feeling that the question of armaments has 
now become a very urgent one. People want to 
know what these armaments are to be used for 
f AT having seen the working of the League 
of JNations, having become signatories to the Kellogg 
Pact, having signed the Treaty of Locarno, and 
other instruments which purport, at any rate, to 
set up a system of public law in Europe, what are 
these armaments for, unless they are to be used 
exclusively and for no other purpose but policing. 
It the governments were sincere, and carried out 
the logical conclusion of the commitments to which 
they have already set their hands, they would 
adopt a system of this kind. Whether the system 
would bo merely to contribute contingents towards 
an international police force or to put the force 
itself under the direct control of the authority is 
of course, a question of degree, but the principle 
involved IS perfectly clear, and we maintain, rightly 
or wrongly , that if such a system can be brought 
into operation-the French Government have already 
suggested certain concrete proposals— then it would 
entirely clear up this question of whether all arma- 
ments should be nationalised or not, because that 
question would have been already solved and it 
would not make any difference — in fact it would 
prevent an enormous amount of uneconomic expendi- 
ture— if the present system were fitted into an 
international policing system, and so far as it was 
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humanly possible to do so you would safeguai'd 
armaments from being used for any other purpose 
than to maintain the public law. 

685. Dame Bacliel Crowdy : At the present time we 
seem to be quite unable to get an adequate collective 
system. If we get no international convention — by 
which I mean an international convention ratified 
and applied — and if we get no police force of the 
kind that you suggest, do you then think it worth 
while to change from private manufacture to 
nationalisation? I cannot quite make out from 
your memorandum. I see in your conclusions under 
paragraph (vi) you say, “ That if no such inter- 
national collective system is evolved and war is still 
to be regarded as an instrument of policy, private 
firms engaged in armament manufacture should be 
nationalised in order to prevent, as far as possible, 
the abuses of the present system.” Then, under 
paragraph 5 you say, “ In short, we regard 
nationalisation merely as a palliative measure, which 
may help to diminish the incidence of war.” If it 
can possibly do that it may help to diminish the 
incidence of war. Is it worth while going through 
all the blood and sweat required to change from 
private manufacture to nationalisation? I would 
like your opinion on that, because I know that you 
have followed this armaments question closely and 
are particularly interested in it. 

JjOvd Davies : My answer to that would be that 
anything which tends to diminish the incidence of 
war is worth doing— because the next war is going 
to finish everything — and many people assert that 
under the existing anarchic conditions the nationali- 
sation of armaments lyould probably help. That is 
as far as we can say. That is our case, rightly or 
wrongly. We think it will help, and anything which 
helps ought to be carried out. If the governments 
decide to go on with competitive armaments, if there 
is no question of pooling armaments as a sanction 
for international law, then we think the sooner those 
armaments are nationalised the better. 

686. Dame Bachel Crowdy. The odds for good are 
slightly weighted in favour of nationalisation. 

Lord Davies: Yes; in order to get rid of all 
this stirring up of trouble and arousing of inter- 
national jealousy and discord which undoubtedly is 
going on all over the world at the present time. 

687. Chairman: That was a very important question 
that Dame Rachel asked you. When you were 
answering, did you mean general nationalisation of 
the manufacture of arms by all the Great Powers 
or by one single power? Would it affect the chances 
of war if one single power were to nationalise the 
manufacture of arms, do you think? 

Lord Davies : I think it would be vastly prefer- 
able if international agreement could be reached so 
that all the nations would do the same and each 
nation would undertake to nationalise the armament 
firms in its own country. 

688. Chairman: One realises, of course, the moral 
influence of a single nation nationalising, but from 
the _practical point of view of increasing or diminish- 
ing the chances of war, do you think that nationalisa- 
tion by one nation would have any material effect? 

Lord Davies: I think it would certainly help 
in that direction. 

689. Chairman: By example? 

Lord Davies : Quite. 

Dame Bachel Crowdy. Might I say, Mr. Chair- 
man, that I meant unilateral nationalisation by my 
question. 

690. Sir Kenneth Lee : Could you tell us how many 
members you have in your Society ? 

Lord Davies: We are an international society. 
We have somewhere about 1,500 members scattered 
all over the world in about 30 different countries. 

691. Sir Kenneth Lee : How many non-British mem- 
bers are there? 

Lord Davies : I think about one-third. 

692. Sir Kenneth Lee: About 500 non-British? 

Lord Davies : Yes, roughly. I have not the 

figures here. 


693. Sir Kenneth Lee: I was just wondering, be- 
cause it is important to know what international 
influence there is behind it. 

Lord Davies: We are a veiy young society; 
we have only been in existence for about two years. 

694. Mr. Spender: You speak of the new and 
disastrous competition in order to bring grist to the 
armaments mill. You do not mean, do you, that 
armament firms foment quarrels in order to bring 
grist to the armaments mill? 

Lord Davies : That is, perhaps, an over- 
statement. 

695. Mr. Spender: At least the two things go hand 
in hand. The armaments mill would not go round 
unless there was a tendency among the nations to 
competition in armaments. You speak in places 
about an authority and it would seem that the 
authority you had in mind was only an European 
authority, for the people in Europe. The thought 
occurs to one that, supposing the League of Nations 
were the authority and were armed in that way by 
the international police, there would be very im- 
Xiortant nations outside — the United States of 
America, Japan and Germany. So you might have 
one group of states against another group of states. 

Lord Davies : Our view is that the first step 
should be to put the European house in order, be- 
cause the menace is so much greater in Europe, 
where all these nations are within a few hundred 
miles of each other and can destroy each other per- 
haps in a few days or even in a few hours. There- 
fore, as the immediate danger is in Europe the first 
thing is for the European nations to get together and 
possibly form a group, even inside the existing 
League. 

696. Mr. Spender: Do you not think that the pre- 
sent position in the Far East might be a very im- 
portant element in determining the policy in 
Europe ? 

Lord Davies : Yes, that is perfectly true ; at the 
same time the immediate and pressing danger, as we 
can see it, is in Europe itself; and once Europe has 
put its own house in order it will be in a much 
better position to negotiate, for instance, with the 
United States of America and to say, “ We have 
done everything that we can to arrange matters be- 
tween ourselves; now will you not come along, 
America, and give us your blessing? ” The Ameri- 
cans have always been saying that Europe was a 
hopeless proposition, that the nations of Europe were 
always squabbling among themselves and that until 
they were willing to take drastic measures to bring 
that state of affairs to an end, America did not want 
to have anything to do with Europe. We also feel, 
as I have already said, that the danger spot, the 
great menace of mutual annihilation at the moment 
is in Europe. We cannot be bombed by Japan, 
neither can we bomb J apan ; it is a question of dis- 
tance, the radius of bombing attack. Necessity 
alone, whether we like it or not, compels the nations 
of Europe in their own interests, in the interests of 
self-preservation, to enter into some federal bond 
of this kind and to constitute at least those two 
essential institutions— an institution which can 
change the public law g,nd adapt it to meet the new 
necessities and new changes which have arisen and 
the pooling of their mutual resources, in order to see 
that the public law is respected and can be enforced. 

697. Mr. Spender : You might have one very power- 
ful nation outside, and if you were talking to an 
American he might take the view that you wanted 
that international authority in order to keep that 
one nation outside in order. 

Lord Davies : Would it not depend upon 

whether you had a system whereby any nation which 
entered the circle was able to demand that this 
quarrel or dispute, or whatever grievance it had, 
should be placed before some impartial tribunal for 
settlement. That is a new instrument which has 
never been tried before, and once you set up that 
system it appears to us that the moral authority 
which ' would accrue to it would differentiate it 
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entirely from, and it could not be compared with, 
any of the older alliances of the past, because this 
is a new system which has never been put into 
operation before. 

Mr. Spender: I quite agree it would have to be 
done by agreement covering the whole ground. 

698. Dame Rachel Crowdy : I want to ask only one 
very short question, carrying on with what Sir 
Kenneth and Mr. Spender have said. Apropos the 
membership of your organisation, have you any mem- 
bers who are non-European.*' 

Lord Davies : Oh, yes, I think we have some. 

699. Dame Rachel Crowdy : And do they feel, as you 
do, that the policy might become an European policy, 
or that the collective states might be European to 
begin with? Do the Japanese feel that? 

Jjord Davies : I could not say. We have one 
or two members from Japan, but obviously the mem- 
bership is scattered all over the world and it is very 
difficult to know what the individual members think 
in any particular country. 

700. Professor Gutteridge : Have you looked into the 
question of the British Empire? 

Lord Davies: In what way. Sir? 

701. Professor Gutteridge : Are you going to treat 
all the different parts of the British Empire as 
separate nations for your purpose? Supposing the 
Australians said they would come in, and the 
Canadians said they would not, would not that create 
a rather difficult situation? 

Lord Davies : No, I do not see why it should. 
That is what happened in the case of the Treaty of 
Locarno ; we have agreed to certain commitments and 
so on. 

(02. Professor Gutteridge : I do not think you quite 
grasp my meaning. What I had in mind was this : 
Supposing there is a dispute between Australia and 
Canada and Australia is a member of this body and 
Canada is not, are you going to employ British 
members of the police force to coerce the Canadians 
or vice versa? Do you not think a very difficult 
situation might arise in that event? 

Lord Davies : No, I do not think so. 

703. Professor Gutteridge : I will not press that. 

Lord Davies : I will try and answer it if I can. 

All the members of the British Empire are now mem- 
bers of the League of Nations j when they signed the 
Treaty of Versailles they were admitted to nation- 
hood and they became equal with us in the organisa- 
tion of a new body, the League, which was intended 
to suppress war. Therefore, I take it that although 
they might not be willing to enter into such a close 
relationship as the one that I have suggested here, 
the tribunal and the police force, because they happen 
to be some thousands of miles away, that should not 
deter this country, which is the heart of the Empire, 
from entering into such an arrangement with our 
neighbours if we think it is in our interests and the 
interests of the Empire that we should do so. 
We have already done so in the case of Locarno 

where the other members of the British Empire 

probably quite rightly from their point of view— did 
not think fit to join us. There is no reason why we 
should not enter into this arrangement with our 
neighbours in Europe. 

704. Professor Gutteridge: I do not think that is 
quite an analogous case. Take Ireland, suppose 
Heland stood out of a scheme of this kind and the 
United Kingdom was involved in a dispute with 
Ireland. 

Lord Davies : We have been involved in a dis- 
pute with Ireland and it has always seemed to me — • 
although I may be quite wrong — that when the 
resources of the British Empire were exhausted and 
they could not find any means of settling this un- 
fortunate dispute, as Ireland and ourselves were mem- 
bers of the League, it ought to have been taken to 
the Ueague. 

705. Professor Gutteridge: And, if necessary, you 
would use your international police force to enforce 


Lord Davies : Yes, I would. 

706. Professor Gutteridge : It is rather more than 
Locarno, because you have your police force and 
air force. 

Lord Davies: I put in this proviso. I would 
not suggest to the League, for instance, that mem- 
bers of the British Empire should be the first to 
have to impose sanctions. [For instance, in our own 
country, in the enforcement of the law, if there is 
a riot or civil disturbance in one part of the 
country we do not as a rule send regiments recruited 
from that jiarticular district to suppress the riot or 
disturbance in that area. We send regiments re- 
cruited from some other part of the country. It 
seems to me that, very broadly, the same principle 
would apply to the functioning of the international 
force. 

707. Professor Gutteridge: That leads me to the 
next question 1 want to ask you. At the present 
time the policing of the ocean would be very largely 
a British enterprise, would it not? 

Lord Davies: No, 1 do not think it would. 

708. I^rofessor Gutteridge : You are going to have 
your international navy, 1 assume? 

Lord Davies : Yes, I should like to have an 
international navy, because I believe that is the 
only way of keeping the navy going. I think that 
unless there is some kind of international navy, very 
soon the days of navies will be finished and gone. 
As instruments of national defence navies 
and armies have become more or less obsolete. 1 
am reinforced in that opinion by the view expressed 
by Lord IFisher in 1921, when he said that we were 
spending £140,000,000 upon an obsolete navy. 

709. Professor Gutteridge : As I understand your 
scheme you would have an international navy — a 
super navy — would you not? 

Lord Davies : I should have navies to carry out 
the policing duties which are now carried out by 
certain forces 1 believe in our navy, the customs and 
all those sort of things which are internal policing 
measures. Yes, 1 should certainly have a naval 
force to carry out those duties. 

710. Professor Gutteridge : You would want warships 
to protect your international police force while its 
members were being transported from one part to 
another. You would have to have your international 
navy to do that? 

Lord Davies : You would have to have your 
international navy to jxilice the ocean. 

711. Iiofessor Gutteridge : And to escort your troop- 
ships in case of need? 

Lord Davies : Yes. 

ri2. liofessor Gutteridge : Let us now go to some- 
thing which is more important. You talk of super 
weapons ? 

Lord Davies : Yes. 

713. Professor Gutteridge: Has your Society ever 
tried to define what those super weapons are ? 

Lord Davies : Very broadly. It is difficult to 
specify what should be a super weapon and what 
should not, but broadly speaking we take 1914 as a 
very rough division. The weapons that have been 
evolved have been either invented or developed since 
that date. There is the pre-war military establish- 
ment and the post-war military establishment. Those 
two things are entirely different, are they not? 

714. Professor Gutteridge : Yes, except that you are 
gmng to get into difficulties if you take that date. 

1 hat would mean that all the nations would be 
handling obsolete weapons if you took 1914 as your 
datum line. It looks as if you would only allow 
national armies to retain obsolete weapons: is that 
what you mean? 

Lord Davies: The machine gun is an obsolete 
weapon. I do not think artillery is obsolete. 

716. Pro/essor Gutteridge: Machine guns have 

developed more than field guns since 1914. 

Lord Davies : What we call super weapons are 
submarines, poison gas appliances which came into 
operation during the War, aeroplanes and tanks. 
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the super-battleships, the new naval developments 
and the larger calibre types of gun which were 
evolved during the War. 

716. Professor Gutteridge : In other words, it is a 
very broad distinction? 

Lord Davies : It is a broad distinction. 

717. Sir Philip Gib.bs : I suppose you would regard 
the happenings in the Saar at the beginning of this 
year as an object lesson in the use of an inter- 
national police force? 

Lord Davies-. Yes, Sir Philip, up to a point. 
Of course, we realise that a permanent international 
police force under the direct control of an inter- 
national authority is rather different from the police 
force which operated in the Saar. At the same time 
we recognise the fact that there was a force which 
consisted of contingents from a number of neutral 
nations who had no particular axe to grind in the 
Saar. It was a demonstration of what might be 
done if the nations which compose the League were 
prepared to adopt the same principle in dealing 
with international relationships on a broad line. 

718. Sir Philip G-ibhs : I imagine that the Saar is 
rather in your favour as showing that these ideas 
are not really fantastic, and that there is a great 
deal to be said for them. Am I right in saying 
that the (French Government under M. Herriot 
actually made a proposal for pooling all arms with 
the League of Nations? 

Lord Davies: Yes, and M. Tardieu’s first pro- 
posal involved the creation of an international air 
police force. That was subsequently further 
elaborated by M. Herriot at the Disarmament Con- 
ference, when the French Government offered to 
hand over its bombing machines to the League, and 
he definitely allocated certain other weapons to be 
used exclusively at the behest of the League. 

719. Sir Philip Gibbs: Was the proposal accepted 
by French public opinion? 

Lord Davies: I believe it was, because I think 
they had a secret sitting of the Chamber and the 
proposals put forward by M. Herriot, which I be- 
lieve had been endorsed by the military authorities, 
were adopted by the Chamber. Therefore, it repre- 
sented public opinion in France. 

720. Sir Philip Gibbs : Do you think there has been 
any advance with regard to thosei ideas inter- 
nationally — at least in Europe? 

Lord Davies : I think so because the govern- 
ments of this country and France — and probably of 


other countries as well, I think even Germany 
have announced their willingness to consider and 
possibly to adopt the Air Defence Pact, which means 
that for the first time you have there the principle 
which is fundamental to the whole conception of 
the League of Nations and which, if Article 16 
means anything, means that in future national 
armaments can only be regarded as a policing 
agency. 

721. Sir Philip Gibbs : Of course, all these subjects 
are rather outside the framework of this Commis- 
sion, as our Chairman has told you, but I would 
like to come to one point in the statement that 
you made — a point that I think would surprise some 
people — where you say that no time is more favour- 
able than the present for coming to terms with the 
war-traders. You rather suggest that they nave 
been through an extremely bad time — that in effect 
they are poverty stricken. 

Lord Davies : I ought to explain that I was 
thinking of the period of ten years or so immediately 
after the Armistice. That was the period I had in 
mind. 

722. Sir Philip Gibbs : You did not make that quite 
clear. 

Lord Davies : I am afraid I did not. 

723. Sir Philip Gibbs : There is quite a body of 
opinion which thinks that at the present time the 
private manufacturers of arms are doing rather 
well. 

Lord Davies : In certain industries. I do not 
think it would include, would it, the production 
of battleships and naval requirements? I do not 
know that they have made any very great profits. 

724. Sir Philip Gibbs : Perhaps not. 

Lord Davies: Or in regard to artillery and 
so on. But, of course, it is true as regards the 
air. That is the most sinister part of it. 

725. Sir Philip Gibbs : There is some evidence that 
there have been very considerable movements of 
arms from one country to another lately to the 
benefit of private manufacturers. Would you agree 
with that ? 

Lord Davies *. I am afraid I have not that 
knowledge. 

726. Chairman: Thank you; we are much obliged 
to you, Lord Davies. 

Lord Davies: May I thank you. Sir, for allow- 
ing us the privilege of submitting our evidence to 
the Commission? We are very grateful. 


(The Witness withdrew.) 

(Adjourned till to-morrow at 10.30 a.m.) 

[The Minutes of Evidence taken on Thursday, 20th June (5th Day), are published separately.] 
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The Rt. Hon. Christopher Addison, P.C., M.D., P.R.C.S., M.P., re-called and further examined. 


907. Sir Philip Gibbs: 1 think you would probably 
agree that, whatever system had been in force before 
the War for the supply of arms, the Government 
would have been taken by surprise by the enormous 
unexpected expansion of the War? 

Dr. Addison : Oh, yes. I think that the ex- 
pansion was certainly greater than was anticipated 
by anyone. The point I am seeking to make is this, 
that our capacity for meeting the expansion under 
the existing system proved to be inadequate. 

908. Sir Philip Gibbs : Then would you agree that 
your successful efforts to stimulate and create supplies 
had reference more particularly to shells and light 
forms of munitions rather than to heavy guns? 

Dr. Addison : Oh, no. I gave particulars of 
shells because I thought it was only fair to give the 
things that emerged when the Ministry was first 
started. You see the enormous gun programme, for 
example, was not formulated until after the Ministry 
was started, and, therefore, I thought it was scarcely 
fair to mention that. 

909. Sir Philip Gibbs : You had to rely on the expert 
manufacturers of guns, did you not? 

Dr. .iddison : Certainly. 

910. Sir Philip Gibbs: To increase that supply? 

Dr. Addison : But we built the factories and 
supplied the material on the same system which 
applied to all other makers of any other commodity. 

911. Sir Philip Gibbs : I see ; but did you find it was 
possible to increase the supply of guns by non-expert 
engineering works? 

Dr. Addison : The new big gun factories were 
mainly concentrated adjoining or in association with 
the existing big gun factories and, of course, Messrs. 
Viokers’ expert was exceedingly useful, just as many 
other experts. So far as the making of a gun is 
concerned, or any other thing, my impression was 
increasingly this, that our engineering resources were 
so rich that you could very soon train people to 
make anything. 

912. Sir Philip Gibbs: That is the point really which 
I wanted to get from you. You think many people 
rather under-estimate the engineering capacity of 
the general trade and are inclined to think it is 
really more expert than it actually is? 

Dr. Addison : Oh, certainly. The evidence was 
overwhelming on that; we trained people to do all 
manner of things with a few months’ training. We 
have in this country a wealth of engineering skill 
which is almost indescribable, I think. 

913. Sir Philip Gibbs : There are one or two points 
I wanted to ask you about which were raised in that 
Committee of Inquiry into Woolwich after the War — 
the McKinnon Wood Committee. There was one man 
— it was Colonel Dennis, I think — who was the 
Director of Gun Factories at Woolwich, and he 
stated in his evidence that they came immediately 
up against a steel ring in this country and that it 
was quite impossible for Woolwich to do anything 
about lowering prices. Would you agree with that? 

Dr. Addison : Certainly ; not only steel but other 
things. It was not until we took command over 


those materials and really until we got the Muni- 
tions of War (Amendment) Act powers in January, 
1916, that we really broke the ring. But steel was 
not the only example; there was lead and aluminium 
and ever so many of them. As soon as we got those 
powers down went the price. 

914. Sir Philip Gibbs: Thank you. Mr. Roberts, the 
Chief Mechanical Engineer, gave evidence that 
Woolwich was always the headquarters of design and 
that it was necessary for the directors of the national 
factories to come and pay constant visit.s to Woolwich 
to see the designs and to bo educated in the technical 
aspect of their work. Is that true? 

Dr. Addison : Certainly, and we greatly en- 
larged that because all these things, as you will be 
aware, have to be tested elaborately and, of course, 
the whole of the testing machinery and all that was 
focussed there up in the laboratories. 

915. Sir Philip Gibbs : That rather bears out your 
argument, perhaps; I mean to say supposing it were 
possible to nationalise there would be a headquarters 
of design? 

Dr. Addison : Yes, certainly it does, and latei 
when the time is appropriate I shall have something 
more to say on that subject. 

916. Sir Philip Gibbs: Then I will not continue with 
that because, no doubt. Professor Gutteridge will ask 
you about that later. Then there is the point of 
secrecy. Of course under the present system of the 
private manufacture of arms they all form their own 
designs, and so on, and I imagine also are rather 
closely in touch with Woolwich; and one of the wit- 
nesses at this inquiry said that he considered it was 
very necessary for the Government to hold its licence 
of new weapons and improvements secret, and that 
under the present system that was difficult. Would 
you agree with that? 

Dr. Addison: I would; and I could tell you, I 
think, if the Commission were to inquire itself that 
it would be found that owing to the system of manu- 
facture for foreign orders it is possible for things to 
be supplied to others, which we would prefer to keep 
to ourselves. I know that has been so. 

917. Sir Philip Gibbs : I am going to put a rather 
general question to you. Prom what you told us 
the day before yesterday, and from the documents 
that you have put in, it does seem to me that when 
the Ministry of Munitions was actually functioning, 
after some time and experience, it was very successful 
in creating supplies for the Army. 

Dr. Addison: It was indeed; it created them in 
abundance. 

918. Sir Philip Gibbs : You of course have leaned 
heavily towards the view of nationalisation; but 
judging from your own experience as Minister of 
Munitions it seemed to me under a system which was 
partly that of private manufacture and partly that 
of national manufacture you did suceed in getting 
a machine to function very well and, therefore. 
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would you consider it possible to maintain a rather 
similar system, part private manufacture and part 
national manufacture? 

T)r. Addison : I want to assure you that I did 
not approach this question from any political point 
of view. . . . 

919. Sir Philip Gihhs : No, I understand that. 

2>r. Addison : We simply learnt by bitter ex- 
perience what was the way to do it. You have to 
have, I think, your central agency, as I have 
indicated. 

920. Chairman: Organisation. 

Dr. Addison: Yes, and factory work; because, 
for the reasons I have indicated, I think the manu- 
facture of your Group A stuff in peace time is more 
economically done under state manufacture. At the 
same time you should have all your preparations 
ready for mobilising every appropriate manufacture 
amongst our private engineering resources. There is 
so little magic in either A doing this or B doing 
that, provided they are competent firms, that there 
is no necessity whatever to have special people. 

921. Sir Philip Gibhs: Do you think unity of con- 
trol necessarily involves state manufacture? 

Dr. Addison : I do not see how you are going to 
do it without. For instance, supposing you take a 
simple thing like T.N.T. T.N.T. in the quantities 
which would be wanted for shell filling, and so forth, 
is not ordinarily made by the chemical industry as an 
explosive— not in those proportionate quantities ; and 
if you are going to do it for your peace-time and 
reserve xjrogramme, I think there is no doubt that 
the best way of doing it would be to have a state 
factory. It applies with less force to one commodity 
perhaps than it does to another, but as to the more 
specialised products I do not think there is any 
doubt what is the more economical way of doing it. 

922. Sir Philip Gihhs : In your own experience in the 
Ministry of Munitions you were handling a machine 
which was in part private manufacture? 

Dr. Addison: Certainly; and I think in any case 
you have to have a machine, as I hope I have made 
clear, which deliberately sets out to develop the re- 
sources of private manufacture. These of course, are 
essential directly you want to get your big scale pro- 
duction and to enlarge your output. That is quite a 
different thing from private manufacturers doing it 
independently on their own. 

923. Sir Philip Gihhs: Yes; but do you think it 
would be possible to establish a system by means of 
which you could get very strong central control over 
private factories? 

Dr. Addison: I really do not think that is 
practical politics. If a man is carrying on a busi- 
ness for his private profit he is entitled to manage 
his business himself and it is not fair to saddle him 
with the responsibility of maintaining a lot of 
machinery which is not used, and so on. That is 
the taxpayers’ job in a matter of this kind. You 
have no right to saddle it on to private firms, and, 
as a matter of fact, it would not work in practice. 
I am sure it would not. 

924. Sir Philip Gihhs: I suppose it is rather a 

formidable thing to establish a state monopoly of 
arms, and I was going to ask you’ whether you 
thought perhaps it would create, at any rate for a 
time, a rather excessive burden on the taxpayer? 

Dr. Addison : I do not think so. Of course it 
is difficul’t — everj^thing is difficult ; it is a big job ; 
and there are lots of difficulties which would have 
it is a fantastic idea? 

925. Sir Philip Gihhs : But you would not consider 
it is a fantastic idea? 

Dr. Addison: Oh, good gracious, no; certainly 

not. 

926. Sir Philip Gihhs : Would that include the build- 
ing of war vessels? 

Dr. Addison: We have our own dockyards now. 


927. Sir Philip Gihhs : Yes, but I am afraid the pro- 
portion of government-built vessels is rather small. 

Dr. Addison : It would include the building of 
war vessels. We might have to take over an exist- 
ing dockyard from a private firm and pay for it. 

928. Sir Philip Gihhs : You do not think that would 
create an enormous burden of taxation? 

Dr. Addison : I am quite sure the saving in cost 
and output would more than compensate us for the 
capital cost w'hich, of course, you would spread over 
an appropriate term of years in any case. Of course 
I am postulating successful and competent 
management. 

929. Sir Philip Gihhs: I think you did actually- read 
the evidence of Sir Eustace d’Eyncourt? 

Dr. Addison : I did. 

930. Sir Philip Gihhs : I take it you do disagree very 
strongly with the points that he made that first of 
all a state monopoly of manufacture would eliminate 
a great deal of initiative from the private firms in 
the way of design and improvement. 

Dr. Addison : I have taken the liberty of getting 
out the actual papers on that. Of course Sir Eustace 
d’Ej'ncourt was himself, as you are well aware, at the 
Admiralty, and the tanks committee (or it was called 
at that time the “ land cruiser,” I think) was under 
bis chairmanship. Perhaps I may be allowed here 
to hand to the Commission this paper just to look 
at and not to be reproduced. {Document handed to 
the Commission.') You will see that is an excellent 
case of the system which I think is preferable 
namely, a central department dealing with design, 
invention and so forth, but which uses and mobilises 
ideas from outside and places facilities at their dis- 
posal for being tested out. With that I will put in 
here, if I may, a typical monthly report which was 
made to me from the Inventions Department, and 
you will see the variety of things which they were 
handling. At that particular time there -were 2,286 
suggestions that had actually been developed and 
made use of. I think these papers will give you 
an example, or, shall I say, an impression, of the 
kind of system which I believe is best adapted to 
open out private initiative and give it a chance, and 
still to combine with that the central direction. 

931. Sir Philip Gihhs: You have no objection to 
our seeing those xjapers? 

Dr. Addison: No; I brought them on purpose, 
but I think it would be better if they were not 
printed. 

932. Sir Philip Gihhs : The costings system is a very 
important branch of your work and, of course, from 
the evidence you have put in, it did result in 
enormous economies. Do you think, from your own 
knowledge, that your experience is being made use 
of now? 

Dr. Addison : Not so much as it ought to be, I 
am afraid. We have slipped back a good deal; but 
I have no doubt it has been made use of, and I thnik 
it did lead to the private firms generally making 
a much better use of good cost-accounting methods— 
at least many of them — than they had done before. 
In that respect I think the influence is 
manent and very valuable. So far as the state de- 
partments are concerned, I have my misgivings. 

933. Sir Philip Gihhs: There is one point which per- 
haps is not very important but, still, it is a rather 
interesting point. You published an article on 
3rd March of this year in which you said you might 
find that there are agreements between British and 
foreign firms by which a British firm gets a commis- 
sion on every shell fired by the foreigner concerned ; 
and you said that after the last war Krupps sued 
a well-known British firm for royalties on every one 
of the 123,000,000 fuses sent over in hand grenades 
by British soldiers. Could you tell me whether that 
royalty was paid? 
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Dr. Addison : That is a question of which I 
should require notice. I had the facts before me at 
the time when I wrote that article. 

934. Sir Philip Gihbs: You could not say off-hand? 

Dr. Addison : No, I would prefer not to say, 

but I know the statement is correct enough; and, 
of course, if you remember, in the Inquiry iu America 
there was considerable evidence, I think, particularly 
in the case of submarines, where a British firm, or 
an American firm I think in this case, was receiving 
a share of the profits out of orders obtained for 
others, and I see that in paragraph 5 of this report,* 
which I quote in my statement of evidence, the 
accountants reported to me, in the second paragraph, 
“ There is reason to believe, although the point has 
not yet been raised, that in the case of Vickers, at 
least, the cost of the world-wide selling organisation 
upon which they have laid so much stress, has been 
amply met by the commission earned on orders placed 
in America for the British Government.” That is 
the same kind of thing. I have no doubt I am not 
complaining; it is the system that if a firm has a 
patent or some rights in a thing, whoever makes 
it, they are entitled to what they are entitled 
to under it. I do not think you can complain of it; 
it attaches to the system. 

935. »S'ir Philip Gibhs : You have said some rather 
interesting things about the subject of aeroplanes 
and the differences of design, and so on. First of all, 
I should like to get the point that the Government 
during the War had to rely almost entirely on the 
private manufacture of aeroplanes, had it not? 

Dr. Addison : I have here the actual paper, the 
report which was made to me by Lord Weir and the 
late Sir Percy Martin, whom I appointed to be head 
of this section of supplies when it was handed over 
to the Ministry of Munitions. You see, the thing 
w'as new, and most of the machines were made at 
that time in factories run by private firms. What 
happened was that we equipped factories for 
specialised products, a type of machine or a type of 
plane, or whatever it was, and they were made con- 
trolled establishments like the rest and managed by 
the personnel on the spot of the different firms con- 
cerned; in some cases they were our own. You 
could not have a better case of the need for 
centralised direction than there was in the case of 
aeroplanes. It was complete confusion before. Dur- 
ing the latter half of 1916 there was the Air Board, 
the War Office and the Admiralty placing contracts 
in all sorts of ways with a great variety of firms. We 
often found one shop, for example, making three or 
four or even more different types, we will say, of 
parts of engines or whole engines, and so forth, and 
the result was that they were not getting any 
supplies. There was a great duplication of types. 
Here I can give you actual figures. I abstract them 
in the statement of evidence, paragraph 53. The re- 
sult of centralised control and direction of the system 
that I am speaking of was, first, that we pooled 
orders; instead of one shop making half a dozen 
things it made one thing. We had to scrap the 
whole system of orders and produce a great simpli- 
fication in the number of designs, and so forth. 
Whilst the work was actually being done, it was being 
done, most of it, at that time in private firms’ shops, 
and very well done, too; but owing to the unco- 
ordinated system you were not getting the product, 
until we had supplied them with the machine tools, 
materials, and everything, and could begin to get 
output. 

9.36. Sir Philip Gibbs: Under a different system do 
you think it would have been possible to obtain the 
constant development and progress in type which 
was made during the War by the private firms? 

Dr. Addison : With great respect, it was not 
made by the private firms. The system which was 
adopted to encourage improvement in type was the 
establishment under Lord Cowdray (I think it was), 
who was tha first President of the Air Board as it 

* Appendix, p. 120, Exhibit C. 


was then set up, and on that central body there 
were representatives of the more alert private firms 
and representatives of the different departments, the 
services, and so on, and in that way they were able 
to pick the brains and make use of the private 
people as well as the initiative of the men in the 
Air Force itself. 

937. Sir Philip Gibbs : I did not know that. 

Dr. .Addison : You have to make the best use 
you can of all sources of ingenuity instead of leaving 
them scattered. 

938. Sir Philip Gibbs: So it really was not the direct 
initiative of the private manufacturers? 

Dr. Addison : In some cases it was, and in some 
cases it was not. The point 1 am on is that you 
cannot make use of it, but not for a moment would 
I in any way disparage their immense service — not 
a bit — but they had not a chance before. 

939. Sir Philip Gibbs : Of cour.se, you had to look 
at two things : the quantity of supplies as well as 
the type? 

Dr. Addison : Yes. Of course, it was continually 
developing, as it is now, no doubt. There are all 
kinds of ingenious men who are always making for 
improvements, sometimes in private firms, sometimes 
in the services. 

940. Sir Philip Gibbs : You had some very interesting 
things to say the day before yesterday about labour. 
Of course, some points are historical, the fact that 
skilled labour was recruited for the trenches and had 
to be called back again. I suppose that was due to 
the fact that the authorities did not know how long 
the war was going to last, or the enormous expansion 
of our army, and so on ? 

Dr. Addison: Yes; and the patriotism of the 
men themselves — ^they all rushed to the colours. 

941. Sir Philip Gibbs : But, of course, there were 
very grave troubles during the War with regard to 
labour, were there not? 

Dr. Addison : Terrible — ^two years of it. 

942. Sir Philip Gibbs : Do you think that under a 
national system of manufacture those troubles in the 
future might be less or greater ? 

Dr. Addison: When you are dealing with 

millions of people you are bound to have trouble 
whatever is the system, but it was quite clear before 
we came into existence that the attempts to divert 
labour, we will say, from a non-munition manu- 
facturing firm to a munition making firm were 
giving rise to endless disputes. It was because 
of that series of disputes that what is known as 
the Treasury Agreement was arrived at, under which 
we agreed that certain standards should apply to 
payments for piece work, and so on ; that when a 
man moved from one district to another where the 
wage rates were different, certain other principles 
should apply. In working it out we had an in- 
finity of trouble — of course we had — and I am afraid 
you will have, human beings being what they are, 
wherever it happens. 

943. Sir Philip Gibbs: You do not think it would 
be rather an additional danger, if all the manu- 
facture of arms were under the state, that labour 
might find it easier to attack or resist state 
authority, being entirely under one authority? 

Dr. Addison : I am not afraid of that. You 
see, we had trouble everywhere, but we had more 
trouble on the Clyde than anywhere else, and they 
were private firms, and then we had a lot of trouble 
at Woolwich as well. I am afraid that under circum- 
stances of that kind there are always plenty of 
oiiportunities of difficulties cropping up ; but, especi- 
ally the Clyde, which was almost entirely large 
private firms, was a continual source of trouble. I 
am not blaming the private firms — of course not. 
It was a very very difficult time. New questions 
were cropping up every day; you had to deal with 
them as best you could, but you certainly could not 
deal with them unless you had some body of persons 
of experience who were gradually gathering experi- 
ence, like our labour department was, and getting 
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to know how to deal with them. Otherwise we should 
have had an everlasting series of outbreaks and 
trouble. We had plenty as it was. 

944. Sir Philip Gibbs: I think you rather wanted 
me to ask you a question about sub-contracting, and 
it would be very interesting if you could develop 
the difficulties that you had and which were found 
to exist, 

J}r. Addison : In paragraph 69 of my state- 
ment of evidence, I epitomise some of the main 
reasons why the system of sub-contracting cannot be 
relied upon to give you the expansion which you 
want. In the first place, you have the human 
difficulty, wdiich I can assure you cannot be 
exaggerated, of the objections of men moving from 
one firm to another; so that, so far as reinforcement 
is concerned, that is outside the power of the major 
contractor. He cannot supply his sub-contractor 
with additional labour, he cannot supply him with 
material in an orderly manner. They do that for 
themselves; or, at least, they wish to obtain their 
own materials. He cannot supply them with 
additional machinery if they want any, because at 
that time they were all scrambling for machines, 
or whatever it was ; so that the limitation of the 
sub-contracting possibilitj' in that respect is due to 
the capacity of manufacturing departments of the 
suh-contractor. Well, that means that he has to be 
helped in the job; he has to have specifications, 
dra.wings, gauges, and an orderly supply of parts, 
particularly of key parts, and all those things are 
not the business of the major contractor, and the 
sub-contractor resents him coming into his place to 
interfere with the ivay he does his job, and that is 
bound to apply when you rely upon that system. 

945. Sir Philip Gibbs : You did in fact have to 
abolish that system, did you not? 

Dr. Addison : We did. It was found to be 
associated with so many sources of difficulty and 
trouble that we abolished it, and we developed a 
system whereby we diverted the orders ourselves. 
The appropriate statistical departments, of course, 
were in touch with the requirements as to machinery, 
materials, and what-not, that were supplied, and the 
sub-contracting previousl.y intensified the scramble 
for materials just as it did for machinery, and that 
was another reason why we simply had to abolish 
it and make a central method of supply. It did in 
fact break down as the best way of opening up the 
manufacturing possibilities of the other firms — it was 
not the best way of doing it. Then, of course, 
with sub-contracting you always have — and I do not 
see any way of escaping from it — the difficulty about 
prices. Naturally the major contractor, quite fairly, 
expects to make something out of it, in which case 
the sub-contractor has to take less than the terms 
of the major contract, and that leads to all manner 
of questions. That was one of the reasons why, 
instead of sub-contracting, we were inundated with 
demands that firms .should make for the state itself, 
and it was that agitation, shall I say, which led to 
the formation of the local committees which it was 
found had been called together in a scrappy form in 
some places before the Ministry was created. Then 
there is always tliis about prices, that they 
always brings up questions of wage rates, which vary 
in different districts; and hanging around the issue 
of prices as between the major and the minor con- 
tractor there is a whole mass of squabbles which 
ari.se. That was another of the reasons why we felt 
that dealing directly through the munition com- 
mittees was a cleaner method. 

946. Sir Philip Gibbs : I imagine that in the case of 
another war, if this system of private manufacture 
were continued, the system which you actually 
adopted as Minister of Munitions would have to be 
enforced at once, would it not, based on past 
experience ? 

Dr. Addison : Certainly. 

947. Sir Philip Gibbs : You would have to have con- 
trol; you would have to have this costings system, 


and you would have to have absolute unity of 
direction P 

Dr, Addison: Certainly, straight away. 

948. Sir Philip Gibbs: I think that one of the 
strongest arguments with which this Commission will 
be faced from people who violently disagree with you 
is that in a period of peace, if it were to be a con- 
siderable period of peace, the state manufacture of 
arms would tend first of all to become very static 
and standardised, and, secondly, it would be impos- 
sible during that long period of peace to maintain 
either the skilled labour or the reserves of stock 
which would be necessary at the outbreak of war P 
Would you agree at all with that argument ? 

Br, Addison: No; it has no relation to reality 
at all. You had three points; would you just remind 
me of them? 

949. Sir Philip Gibbs: First, the static condition? 

Br. Addison : From the national point of view 

it surely is better that you should be delivered from 
a system whereby a number of people are touting 
about the world in order to get orders for this, that, 
or the other warlike novelty. There is no particular 
advantage in that that I can see. 

950. Chairman: May I interrupt you for one 

moment, because that is an important point you 
have mentioned : that the fact of our nationalising 
the trade would not really diminish the amount of 
touting that goes on in the world. It would simply 
be done by other nationals unless the system became 
international ? 

Br, Addison: Of course, we cannot control what 
other people^s nationals do. It would subtract from 
the sum of touting when it was contributed by our 
nationals. 

951. Chairman : It might increase the number. 

Br. Addison : That might be so, but we have 
some very ingenious and competent nationals. At 
all events, it does seem to me that no advantage 
arises and many disadvantages inevitably attach to 
that system. 

952. Chairman : If it tended to reduce touting there 
might be something to be said for it, but my present 
impression is rather this : that if they went out of 
business there would be more people trying to get 
into it, and more touting? 

Br. Addison: In other countries? 

953. Chairman : Yes. 

Br. Addison : So far as that is concerned, I am 
afraid, with respect, that that would mean that you 
could not do anything in this matter until the time 
arrived when you got all nations to combine. 

954. Chairman: I agree we must try and do what 
we can, but it is no good advancing an argument 
in favour of doing something which is not a sound 
argument. 

Br. Addison : Of course, I think myself that it 
would in fact diminish touting, shall I say .... 

955. Chairman : It is a general word. 

Br. Addison : commercial travelling, if you like 
— if the whole sum of our factories was withdrawn 
from the business; because we have, I believe, about 
one-third now of the export of munitions of one sort 
or another, so far as there are any made in iieace- 
time in this country, and it would be a material sub- 
traction, and I should not be afraid of the other 
touts. In any case, coming to the point that Sir 
Philip Gibbs put to me, I think that the stereotyping 
of business which he has in mind is not more likely 
to occur under this system than under the other. 
It depends entirely upon the management and the 
men who are in charge. Now let me give you a 
case where exactly the opposite happened. There 
was the Vickers trench mortar; that was a sort of 
stock thing if you like which was pressed on other 
countries. It was in fact the initiative of the de- 
partments and of men from the front, like Newton 
and others, taken up by the departments, which led 
to the development of the more modern and service- 
able mortars, and Sir Wilfrid Stokes in particular 
came to us and we placed our services at his disposal. 

956. Professor Gutteridge: Where was he befpr?? 

Q 


29226 


104 ROYAL COMMISSION ON THE PRIVATE MANUFACTURE OF AND TRADING IN ARMS 


21 June, 1935.] The Right Hon. Christopiieu Addison, P.C., M.D., F.R.O.S., M.P. [Vontinued. 


Dr. Addison : I think lie was somewhere in the 
eastern counties. 

957. Professor Gutteridge : He was an engineer, was 
he not? 

Dr. Addison : He was an agricultural machinery 
maker. 

958. Professor Gutteridge : In other words, new blood 
came in from outside? 

Dr. Addison : Yes, that is right. He was not a 
munition maker ; I think he made agricultural 
machinery somewhere in the eastern counties. Any- 
how, he came along with his suggestion ; we helped 
him to develop it, and after its usual teething 
troubles it became adopted; but we had a great 
struggle to get it introduced as against the stock 
pattern, which was a patent of a private firm, and 
which was jiractically discarded because it did not 
stand the test. 

959. Professor Gutteridge : I should have thought 
that was an argument against you, if I may say so. 

Dr. Addison : Not for my system. 

960. Professor Gutteridge : I should have thought it 
was. Your system had to be broken down before 
this new thing could come along 

Dr. Addison : I was answering the question as 
to whether the stereotyping 

961. Professor Gutteridge : I will not interrupt you. 
Dr. Addison : In that case it was the central 

department that broke down prejudice. 

962. Sir Philip Gihhs : There were two other points 
which I made in the same question. One was with 
regard to the belief that there would be a deteriora- 
tion in skilled labour under a national sj'stem and 
after a period of peace. 

Dr. Addison : All I can say is that they were 
continually coming to ask us to spare men from 
Woolwich. We had some of the finest men in the 
world. 

963. Sir Philip Gihbs: I think the argument goes 
a little further than that. If private manufacture 
creates constant skilled labour for a particular pur- 
pose, and if that were abolished, w'ould not you find 
that gradually the skilled labour began to deteriorate 
and disappear? 

Dr. Addison : It is not arms manufacture that 
maintains and produces skilled labour; it is the 
thousand and one things which people are making 
all the time; and the reserve of skill that we tapped 
from firms that had never made munitions at all 
was so immense that the other was a drop in the 
ocean. We tapped some of the be.st skilled men in 
the country from the watchmakers in Hatton Garden, 
and what applies to watchmakers applies to lots of 
the other trades. 

964. Sir Thomas Allen : Are we then to take it as a 
general conclusion from your evidence, and from your 
replies to questions so far, that you are convinced 
that state monopoly of the manufacture of armaments 
is a sound business xiroposition ? 

Dr. Addison : Yes. 

965. Sir Thomas Allen : Viewed from the point of 
efficiency and economy in time of peace or in time 
of war ? 

Dr. Addison : Yes. In time of war it would 
•equire to expand and make use of private capacity 
is I have explained; I am sati.sfied that is the proper 
way of doing it as a business proposition. 

966. Sir Thomas Allen: No difficulties at present 
present themselves to your mind in respect of raw 
materials or supplies of manufacture? 

Dr. Addison : No, you get your raw material 
equally well; in fact if anything perhaps you would 
get it more easily if you ordered it in bulk; I think 
you would. That presents no difficulty. 

967. Sir Thomas Allen: Would you proceed to give it 
consideration from the national point of view apart 
from any international consideration. 

Dr. Addison : Yes, I should certainly. I think 
we have to do what is the right thing. 

968. Sir Thomas Allen : And in that particular you 
would go even further than the American plan now 
being considered in Geneva? 


Dr. Addison : Yes. I have studied that jilan 
with great care and quite frankly I do not think it 
will be found to work. I think you must either 
do one thing or the other. I do not think that sort 
of hybrid woidd combine industrially with the world 
now in peace time. 

969. Sir Thomas .Allen: Do you think that the tradi- 
tional obstacle of the services or the political obstacles 
that would be put up would be a more difficidt pro- 
position to overcome than those of actual manu- 
facture ? 

Dr. .Addison : I think myself of course there are 
lots of difficulties whichever way you deal .with it; 
but I think if you put up a fair proposal, which I 
should seek to do, manufacturers would be perfectly 
prepared to give it fair consideration. In fact I 
could mention the name of the firm that I know 
which has a very large quantity of most costly plant 
idle, they do not like it, and I think if you made 
them a fair proposal as to how the matter was to 
be dealt with they .would be rather glad of it. 1 
think you have to do the thing fairly and if you 
did that yon would be treated fairly. 

970. Sir Philip Gihbs : Do you think there would 
be great opposition on the ])art of the services 
themselves? 

Dr. .Addison : I think there would bo a good 
deal of opposition on the part of some sections of 
the services but by no means on others. It depends 
on the section of the services we are talking about. 

971. Sir Thomas .Allen: When Colonel Carnegie 
came before us he advocated a scheme of a national 
board Vliich would be free from what he called 
political or military control. Personally I cannot 
conceive any organisation being set up which would 
be absolutely free from some political control. 

Dr. Addison : You cannot have it. 

972. Sir Thomas .Allen : But what I should like to 
ask you is in what relationships would the three 
different service departments stand to your central 
supply and manufacturing departments ; would they 
be in the nature of consultants, collaborators, or 
would they have representation on your central 
authority ? 

Dr. Addison : The arrangement substantially 
would be that the service departments would say 
iv<hat they wanted. They would formulate the pro- 
grammes and discuss amongst themselves fir.st, then 
.with the supply departments, the quantities that 
might be forthcoming in say X months, or whatever 
it was. The service departments, those that were 
using the munitions in other words, would be re- 
quired to bo represented on your design department 
much on the fashion of the Air Board scheme that 
has been provided; but apart from that the supply 
department would be charged with the duty of pro- 
ducing the goods from start to finish and it must 
have all the matters relating to production under 
its control. The service departments would say what 
they wanted ; it would be their business to use them. 
With regard to the first part of your question, we 
did have in Canada, under Sir Joseph Elavell, I 
think it was, a Munitions Board set up there, and I 
expect it .was that type of organisation which 
Colonel Carnegie had in his mind. 

973. Sir Thomas .Allen : I think he was in charge 
of it. 

Dr. Addison : He was at a later period and it 
worked, I think, on the whole pretty well ; but it 
was an improvised arrangement at the time. At 
all events it worked more successfully than the 
system which had been previously adopted. 

974. Sir Thomas Allen: Reverting to the evidence 
of Sir Eustace d’Eyncourt referred to on Wednesday 
and again by Sir Philip this morning, he did not 
imply that government servants are not fully equal 
to men outside, but rather that their ardour was 
damped by certain conditions of service, a failure 
really to reward inventive genius. 

Dr. Addison: Well, he was a government 

servant himself. 
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975. Sir Thomas Allen: He pointed out, for ex- 
ample, that a patent taken out by a servant of the 
Admiralty must be assigned to the government de- 
partment for whidi he worked. You told us in reply 
to a question put to you by the Chairman on 
AVednesday that j'ou would favour compensation for 
displaced iirivate armament manufacturers. You 
are out for efficiency just as we are; would you 
favour or encourage inventive enterprise within 
your central department by a modification of the 
system now prevailing in each government service? 

Dr. Addison : Yes. 

976. Sir Thomas Allen : In other words, would you 
reward inventive genius apart from salary or even 
promotion considerations. 

Dr. Addison : I would be willing without any 
prejudices to adopt the system which I found worked 
most successfully. If a monetary reward was appre- 
ciated then I should have no hesitation at all in pro- 
viding it, provided I got the results which were 
worthy of being obtained. To go to your first point. 
Sir Eustace d’Eyncourt was, as I have said, at the 
Admiralty. I think the Inventions Department 
(the records of whicli you will see) provides an ex- 
cellent example of a good system of evoking and 
rewarding inventions — good ideas — either outside or 
inside the service. You have, of course, and we 
always shall have, the service prejudices and tradi- 
tions, and we shall never get away from them, 
human nature being what it is. 

There must be a different system from what you 
have now, because now you have it scattered amongst 
different services partly relying on firms, and the ser- 
vices are used more particularly for inspection and 
that sort of thing. It must be under the supply 
department — a special body of men whose job it 
would be to do this and to develop design and en- 
courage whatever it is. That must be their job; and 
my experience is that if you give a body of public 
servants a job to do they are competent fellows ami 
in the main they will take a pride in doing their job 
just as much as anyone else. For my part I have 
found them extraordinarily competent, whatever job 
you give them to do. I may say this, too, that if you 
look through that document you will see that there 
are thousands of poor fellows who get their ideas 
blocked under the existing system; they are not on 
good terms with their foreman very likely. 

977. Sir Thomas Allen: That is what I want to 
avoid. 

Dr. Addison: That happens wholesale. 

978. Sir Thomas Allen: Can you give us any assur- 
ance that they would not be blocked under your 
scheme ? 

Dr. Addison : I think the fact that we had 
30,000 of them to deal .with is a proof that they got 
a better chance. I do not say they might not be 
blocked to some extent under either system — they will 
— but I am quite sure they are blocked now. Every- 
one of us who knows this first hand must have in his 
mind lots of oases where good fellows’ ideas have been 
smothered. 

979. Sir Thomas Allen : The witnesses who came 
before us on behalf of the League of Nations’ Union 
expressed considerable divergence of opinion on the 
relative merits of state control and state monopoly 
of manufacture of arms, and that divergence 1 gather 
extends very largely to the members of the Union 
apart from the witnesses who appeared before us. 
Could you help us in this particular? Have you any 
views why either of these is more or less desirable 
than the other, state control as distinct from state 
monopoly ? 

Dr. Addison: I think you must have both 
within limits. I am only going on the result 
from one’s experience as to what we found was the 
best way of working. I think that certain things 
the state itself must be responsible for and, particu- 


system would have to apply. For others — what I call 
Class A, and gas and chemical warfare — the state 
itself would be responsible. 

980. Sir Thomas Allen: Lord Davies told us on 
Wednesday that the time was opportune and favour- 
able to come to terms with the armament manu- 
facturers more specially with regard to air equip- 
ment. Do you think, as we are entering a new era 
with regard to the production of aircraft, that the 
state could begin to implement your proposals by an 
immediate start in aircraft production? 

Dr. Addison : Yes, I do. 

981. Sir Thomas Allen: Or failing that, assuming 
control over aircraft production as a first step ? 

Dr. Addison : The trouble is I think certainly 
with this great expansion of aircraft manufacture 

982. Sir Thomas Allen: iMy point is that there is a 
new enterprise as it were. 

Dr. Addison : That is right 

983. Sir Thomas Allen: If your system is of any 
advantage at all you could prove it, say, with regard 
to a new enterprise such as this. 

Dr. Addison: I think you could; and I believe 
that aircraft and munition manufacturers as business 
men would look at the proposal fairly just like other 
people would if you had a fair proposal to make. 
There are ahvaj’s a good many difficulties when 
you get into questions of specialised material that 
you want for supply, and so forth. It might be 
practicable — I would not express an opinion without 
a close examination of it or a closer examination 
to isolate aircraft engines and aeroplanes as a state 
thing and not extend your state control or manage- 
ment to the others ; but I should have serious mis- 
givings as to whether that was the successful .way 
of doing it. 

984. Sir Thomas Allen: There is as you know one 
existing classical example of a country where arma- 
ments, in common with other forms of production, 
are in the government’s unfettered hands and no 
difficulties arise as to the righteousness there of one 
form of state control or the iniquity of another. In 
vie.w of your proposals do you see at all a case for 
w'arning or encouragement in such an example? 

Dr. Addison : You are speaking of Russia. One 
hesitates to draw conclusions unless one has a very 
close knowledge of the facts, which I do not profess 
to have of that particular country. I am quite sure 
with regard to our own country, which I do know, 
that it would be a practical proposition, and that is 
as far as I would care to go. I havei deliberately 
excluded other considerations — not that I wish to 
minimise their enormous importance — but I have 
tried to deal with it purely on its merits as a manu- 
facturing proposition. I am sure it could be done 
in this country. What conclusions I am to draw 
from the Russian example I would not venture to 
say, because I do not know the details sufficiently 
well. 

985. Sir Thomas Allen : You made out a very strong 
case against the continuation of private enterprise in 
armaments manufacture ; but considering the body 
of your evidence you leave us a little uncomfortable 
as to the peace-time activity or inactivity of our 
o.wn government departments. You yourself told us, 
for example, that there wms considerable dependence 
by the military authorities on the expert advice of 
the armament manufacturers. You pointed out, as 
Sir Philip Gibbs indicated, an entire lack of any 
costing system within the departments, and you 
were not sure, in your owm w'ords, that any effective 
remedy is being made in that direction which is now 
common, as you know, in any modern business enter- 
prise. 

Dr. Addison: Yes, but the reason for that is 
that we have reverted to the other system. 

986. Sir Thomas Allen: Yes. 

Dr. Addison: If the state had to do it it wmuld 

have to have it. 

987. Sir Thomas Allen: I want the danger avoided 
of any possibility of reversion under any new system, 
and what I was going to ask you wms this; apart 

war-time experience has any government at 

Q 2 


larly say in the chemical trade, you will find it more 
desiralffe and advantageous to have a system of con- 
trol — in the marginal supplies, so to sa3^ We 
have to work it in the most successful and practical 

way. I think for marginal supplies the control from 
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any time taken their arsenals and their armament 
.workshops seriously as a state service or a state 
necessity; have they considered that from a practical 
point of view? 

J)r. Addison : I cannot say that they have, but 
you must remember that the whole business has 
entirely changed since the last war — the whole out- 
look, and so on ; the dimensions of it and all that 
have completely altered, but I cannot tell you what 
other states have adopted this method in iieace time. 

988. Chairman : 1 think the question was directed 
only to our Government and not to foreign govern- 
ments. 

Dr. .iddison : I see. I am quite sure if once 
the system were established and became the work- 
ing system no government would want to upset it 
any more than they ujiset the Forestry Commission 
or the Central Electricity Board, or anything else. 
When these things get established and get into work- 
ing order successive governments carry them on. I 
do not think that question would arise. So far as 
the departments’ activities were concerned I think 
whilst there might at first be a bigger volume of 
work in accumulating adequate reserves, and so on, 
and later slowing down when you had accumulated 
the reserves, it would in fact come to the main- 
tenance of a certain level of manufacture with your 
machinery ready for expansion if it were required. 
That is what it would come to and it would be a 
much more economical way than scattering it about 
in twenty different places. 

989. Sir Thomas Allen: Would you say under the 
pressure of armament firms that orders to keeii them 
going and render them efficient in any case of 
emergency that the efficiency of our present govern- 
ment factories has been reduced below the limit of 
safety ? 

Dr. Addison : I think they have been reduced, 
but whether they have been reduced below the limit 
of safety or not I could not say; but I am quite 
sure the pressure for orders from private firms must 
have tended in that direction. iWliether it has 
reduced them below the limit of safety I would not 
like to say; I do not know. 

990. Sir Thomas Allen: You will agree that onlj- 
highly industrialised states can profitabl 5 ' manufac- 
ture appreciable quantities of armaments. 

Dr. .Addison : Yes, that is so. 

991. Sir Thomas .Alien: Given your central authority 
of supply and manufacture by the state what would 
be the position under your scheme of those non- 
producing countries which now depend upon our 
private manufacturers for supply? 

Dr. Addison : The extent of this business, which 
I have informed myself about since our last meet- 
ing, is really much less than a good many imagine. 

992. Sir Thomas Allen : It is one-third of the total 
output. 

Dr. Addison : I know the total value of the 
output of the whole affair in gold dollar statistics : 

I have turned them into sterling, subject to the 
decimal points. The total value of export of arms 
from Great Britain during 1931, 1932 "and 1933, 
which are the last years I have worked out, was 
£2,952,000, £2,893,000 and £3,306,000. Well, it is a 
bagatelle. It is nothing compared with the manu- 
facturing capacities, and, if I may say so, it is quite 
unreasonable to suggest that the maintenance of that 
is going — I am not saying you suggest it, but I know 
there is a suggestion — ^to secure the maintenance 
of the efficiency of these great firms. It is not. It 
is a bagatelle. 

I think what you would have to do. Sir Thomas, 
in reply to your question, is this : It would necessi- 
tate an international arrangement as to the supplies 
to be obtained or provided for states which did not 
manufacture for themselves; it would require an 
international convention. 

993. Sir Thomas Allen: But in the meantime they 
must be protected in some way or another. In the 
meantime would you sell from your state depart- 
ment? 


Dr, .Addison : So far as it was agreed to supply 
them by this international convention. That is the 
only way in which they could be supplied. 

994. Sir Thomas Allen: Would you have a sales 
manager under your scheme? 

Dr. Addison : I should be sorry to see a national 
commercial traveller touting for orders for arms. 

995. Sir Thomas Allen: Just a moment. Given a 
national commercial traveller, would he bo expected 
to be any less eager to obtain orders? 

Dr, Addison : I would not appoint him on those 
terms. 

996. Chairman : You would not employ him to do 
nothing. 

Dr. Addison : No, I would not. It would not be 
one person at all, it would be some body. Rifles 
would go to the rifle department, and something else 
would go to another department. The expression 
“ a commercial traveller ” is a figure of speech. 
There would be anyhow a jolly sight fewer of them 
than there are now running about the world. 

997. Sir Thomas Allen : In what iiosition, say, would 
j'our Indian Empire or the Dominions or Colonies he 
under your scheme? 

Dr. Addison : They would negotiate with the 
state departments in the ordinary way. They would 
be supplied. 

998. Sir Thomas Allen: You see no danger of them 
setting up any departments at all? 

Dr. .Addison : They are very independent people. 

999. Sir Thomas Allen: I know they are. 

Dr. Addison : And they will do what they 

.wish, .whatever we think here. I think that position 
would apply either way. 

1000. Sir Thomas .Allen : Suggestions have been made 
to us that we should enjoy the benefits of both 
systems, state manufacture and private manufac- 
ture. Can you suggest any way — because that is 
the important point we have to consider — of re- 
moving the objection to the profit-making in the arms 
industrj', or what is called taking the profit out of 
war, and still leave the private manufacturer to 
make any of the weapons of warfare? 

Dr. Addison : Quite frankly as a business 

proposition I do not see how you could work it. You 
see that is one of those amiable arguments which is 
held out by people who have never had the job to do. 
It is not fair to ask a private firm to use their 
machines, et cetera, et cetera, without profit. They 
are working for profit; that is what their job in life 
is. Supposing there is an order to use one shop on 
this restricted profit basis, or .whatever it is, and 
there is another order in another shop of a more 
profitable kind — what will happen? Only one 
thing will happen; the thing which has the more 
profit in it will have precedence of the thing which 
has the less profit in it; and quite right, too; you 
cannot blame them for it; and it would not in fact 
work. I think you could have a system of controlled 
establishments or controlled orders for your mar- 
ginal supplies in the way I have tried to indicate, 
but to think you could ask private manufacturers 
who were carrying on a hona fide business to do 
some of their work without profit, and some with 
profit, .would not in fact .work in practice. 

1001. Sir Thomas Allen: Can you visualise 

nationalisation solving any moral difficulty? 

Dr. Addison : I think the moral difficulties and 
the international difficulties are very vastly less 
under the suggestion I have mentioned, but you will 
still have difficulties — I am afraid that is the frame 
of mind of people — but the difficulties will be less. 

1002. Professor Gutteridge : Perhaps you would help 
by answering a few questions; first of all with re- 
gard to certain difficulties which have occurred to 
me; and then I will ask you something about those 
supplemental matters which were held over froih 
la.st time. Your proposal, I think, is in the nature 
of an experiment, is it not? 

Dr. Addison : No. 

100.3. Professor Gutteridge : It has never been tried 
before, has it? 
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Dr. Addison: We did it; that is my point. 

1004. Professor Gutteridge: With great respect to 
you, it has never been tried before, has it? 

Dr. Addison : We worked it ; that is why I 
am suggesting it. 

1005. Professor Gutteridge : I suggest to you it has 
never been tried, and that state monopoly of the 
armaments manufacture has never yet been put to 
the test in an emergency which would arise on a 
sudden outbreak of war and on a large scale such 
as occurred in 1914. Could you give me any in- 
stances where that has happened? 

Dr. Addison : The point I am suggesting to 
j’ou is that there was not a state monopoly on the 
outbreak of .war, and it was not until we did 
establish a state monopoly that we obtained adequate 
supplies. 

1006. Professor Gutteridge : That is not the point 
I am on. There are no instances in history, so far 
as I am a.ware, of a country which had nationalised 
the arms industry and then suddenly had to face 
such a catastrophe as occurred in 1914? 

Dr. Addison : No, that is true. 

1007. Professor Gutteridge : And therefore 

Dr. Addison : We have to learn our lesson. 

1008. Professor Gutteridge: Therefore I say it is 
an experiment. 

Dr. Addison : With great respect, it is not an 
experiment. I am saying we tried the experiment 
the other way round in 1914 and it failed — 

1009. Professor Gutteridge : It does not follow that 
your experiment will succeed, necessarily, does it? 

Dr. Addison : — and it did not succeed until 
we did it the other way. That is not a fancy; that 
is a fact. 

1010. Professor Gutteridge : That is wliat I want 
to press; because all your experience, you know, is 
war experience, is it not? 

Dr. Addison: Yes. 

1011. Professor Gutteridge: Your experience does 
not relate to what happens when war breaks out 
on a huge scale, as it did in 1914? 

Dr. Addison: But is it not the test that 

matters ? 

1012. Professor Gutteridge : Yes. That is what 

1 am suggesting to you : that it has never yet 
been tested. 

Dr. .iddison : But I suggest to you, with great 
respect, that is what we did. We did test it — 

1013. Professor Gutteridge : Then we must agree to 
differ; that is all. 

Dr. Addison : We tested it in a most dramatic 
fashion. 

1014. Professor Gutteridge : In some respects I think 
the armaments people were not unsuccessful, .were 
they, from 1914 to 1919? Let us take shipbuilders. 

Dr. 'Addison : Certainly. The point was that 
they failed to keep their promises, but under the 
system which was developed we enabled them to 
make good. 

1015. Professor Gutteridge : Y'ou are speaking of 

shells, are you not? 

Dr. Addison : No ; it applies to all. 

1016. Professor Gutteridge: What about warships? 
Dr. Addison : The same applies. As you know, 

with regard to the building of big warships, wdiich 
was undertaken substantially under a similar system, 
we supplied all the steel. 

1017. Professor Gutteridge : Were there complaints 
of huge shortages of deliveries in the case of war- 
ships ? 

Dr. Addison : There were huge complaints of 
shortage of supplies for merchant ships. As to war- 
ships, no, I think not. They were made in all sorts 
of places. 

1018. Professor Gutteridge : The reason I asked you 
that was this ; As a matter of fact, a good deal of 
skilled labour was in fact absorbed by the ship- 
building yards, was it not? 

Dr. Addison: Well, we mopped up all the 

skilled labour there was, and I would not have said 
that the proportion employed in the shipbuilding 


yards was higher than it came to be in other branches 
of production. They were all very greedy people. 
One of my difficult jobs was to hold the balance 
between the competitors. 

1019. Professor Gutteridge : You are still following 
this matter, I suppose, and keeping in touch with 
developments in the matter, are you not? 

Dr. Addison : I try to keep myself reasonably 
well informed. I would not put it any higher than 
that. 

1020. Professor Gutteridge : Have you heard it said 
that if we were faced with an emergency now there 
would be very considerable difficulty in getting skilled 
workmen on certain types of armaments manu- 
facture ? 

Dr. Addison : Oh, no. 

1021. Professor Gutteridge : You do not agree? 

Dr. Addison: No; certainly not. 

1022. Professor Gutteridge : You have not heard pu'o- 
posals made, for instance, for the importation of 
unemployed watchmakers from Switzerland in order 
to supply the deficiency? 

Dr. Addison : A man who makes a proposal of 
that kind has not any idea of the row that would 
arise as soon as he tried to oxrerate it. There are 
tens of thousands of skilled people in this country; 

I can assure you the skill of the British people is 
almost beyond description. 

1023. Professor Gutteridge : I am very glad to hear 
you say that ; but, as a matter of fact, I do suggest 
to you that there are certain branches of armament 
making where, owing partly to the fact that there 
have been so few new entrants into these branches 
of trade, owing to depression, and so on, there is a 
definite shortage. 

Dr. Addison: Would you mention one? It is 
not my business, perhaps, to ask questions, and 
perhaps that is an impertinence. 

1024. Professor Gutteridge : I have been told, for 
instance, that there is already a shortage in certain 
branches connected with the manufacture of aero- 
plane engines. 

Dr. .Addison : I will undertake to say that, 
whatever the engine was, if you had a rational system 
for mobilising and training your skilled men you 
could obtain them in abundance. I am quite sure 
of that. 

1025. Professor Gutteridge : I am only putting these 
things to you because we shall no doubt have them 
before us. 

Dr. Addison : I should not attach any import- 
ance to that sort of thing. I am sure it is wrong. 

1026. Professor Gutteridge : You are certain of that? 

Dr. Addison : Absolutely. 

1027. Professor Gutteridge : May I now pass on to 

deal with those supplemental matters which you 
asked us to give you an opportunity of saying some- 
thing about. The first is Exhibit “M”; it is 
headed: “Transfer of responsibility for design.” 

When you were giving evidence you asked if you 
might be allowed to say something more about that. 

Dr. Addison : Yes. The point there was, you 
see, that when we started, the design department 
was in a compartment under the War Office — the 
M.G.O. — and then testing was at Woolwich. At 
first inspection was not under our control. We found 
ourselves confronted with the necessity, quite pro- 
perly, of delivering goods that would pass test. The 
result was that inspection and test were inseparably 
associated with the supply of proper goods, so that 
they had to be taken over. As it developed, all 
manner of modifications of design were called for, 
partly because we wanted new things and partly 
because we .wanted to save money. It will be within 
your recollection that at one stage of the war there 
were a lot of what we called “ dud ” shells. 
That was because the particular fuses at that time 
adopted were not satisfactoi-y. It was no good 
going on manufacturing those fuses if they did not 
work when they were produced ; so that design was 
brought over, too, not from any mere greed to have 
hold of it, but because it was necessary to have that 
associated with manufacture. In the same way the 
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demand, for example, for copper, was very urgent — 
in copper bands, an enormous tonnage of copper was 
used — and it was imperative that, if possible, some 
of it should be saved. That was another reason; so 
that design, inspection and testing, and so on, are, 
I suggest, inseparably associated with supply, and 
it is a mistake to have them in separate depart- 
ments. Just as a private firm has that all under 
their own head when they are making the things, 
so must a state department. I asked to be allowed to 
supplement thus what I had said because I thought 
that the text of Exhibit “ M ” did not, perhaps, 
sufficiently indicate the sort of sequence of events 
which led to that being brought about. 

1028. Professor Gutteridge : When you were dealing 
with paragraph 73 in your opening speech you in- 
dicated, I think, that you wished to say something 
as to what was meant by an adequate reserve ? 

Dr. ,4.ddison : The amount of reserves that you 
would require would depend upon the difficulties in 
replacing or increasing your supplies. Take, for 
example, a rifle; you may take it that a new factory 
for producing rifles to augment your supplies takes 
18 months from the time you decide to put it 
up to the time you get the first rifle. That is put- 
ting it roughly. That is to say, with a thing that 
takes a long time in augmenting supplies you would 
therefore have to have a bigger reserve. If you have a 
thing which you can produce quite rapidly, say, in 
three months, then you would not need to have so 
big a reserve. That was what I meant. 

1029. Professor Gutteridge : There is no mathematical 
calculation which you can apply? 

Dr. Addison : No. It must depend upon the 
commodity as to the months of reserve you ought 
to have; and the really critical element in the calcu- 
lation is as to how quickly you can replace it. 

1030. Professor Gutteridge : Then there was the 

question of snh-contracting ; but Sir Philip asked you 
about that, so I do not think we need go into it 
again. Then there is another note I have here 
which relates to reserves of certain specialised types 
of machinery. I suppose you are referring there to 
machinery and machine tools, are you not? 

Dr. Addison-. Yes, I am. As you are aware, 
some are of a very highly technical character, and 
you would have to have a reserve of machines. 

1031. Professor Gutteridge : That would apply also 
to gauges and jigs? 

Dr. Addison : Yes. 

1032. Professor Gutteridge : And specifications, draw- 
ings, and so on? 

Dr. Addison : You would have to have them in 
any case. 

Professor Gutteridge : Yes. 


1033. Sir Philip Gihbs: I rather wanted to ask yon 
one question relating to a case you gave in which 
you said that, in your opinion, there would be oppo- 
sition by the services to national manufacture. 

Dr. Addison : Certain sections of the services. 

1034. Sir Philip Gihhs : Why do you think there 
would be opposition? 

Dr. Addison : Only tradition. I am sorry to 
say it, but I think that tradition is very strong in 
the services. It is not to manufacturing as a manu- 
facturing proposition, because they have no know- 
ledge or experience of it. It is just tradition, and it 
is very strong, and we had (I am speaking with 
great respect to these gentlemen) to overcome their 
traditions. Their traditions are strong like other 
people’s are, and there is a certain section — say the 
specialised artilleryman — who is always accustomed 
to deal from one year to another or from one month 
to another with representatives of certain firms, and 
so forth. He gets habited to that sort of thing, and 
tradition is very strong indeed in — shall we say- — the 
specialised branches of the services; not so much in 
the others. I think you would have difficulty with 
it, but I always myself found, whether he is a soldier 
or a civil servant, if the state says ho is to work a 
certain system he will do it, con amore. The diffi- 
culty would not last long. 

1035. Chairman: One general question; I do not 
know whether you can answer it “ Yes ” or “ No,” 
but the question is this : If the control organisation 
of the lUinistry of Munitions in its completed form 
had been in operation in the early iiart of 1914, 
would not nearly all the difficulties enumerated in 
your statement have been either entirely avoided or 
greatly reduced? 

Dr. Addison : Certainly they would have been 
greatly reduced, and it would have saved tens of 
thousands of lives. 

1036. Chairman: Yes; but I mean supposing the 
organisations were set up to-day. 

Dr. Addison: With the factories? 

1037. Chairman : Yes. The organisation set up to- 
day all ready to be put into operation immediately 
the emergency arose, a great many of the difficulties 
which you experienced in 1914, 1915 and 1916 would 
never arise? 

Dr. Addison : Yes, that is true ; if you included 
in the term “ organisation ” the body of men with 
experience who are actually doing things, that is so, 
certainly. 

1038. Chairman: Unless there is anything yon 

wanted to add, or which anyone else wants to ask 
you, I think I may say on our behalf that we thank 
you very much. 

Dr. Addison: Thank you. 


(Adjourned till Wednesday, July 17th.) 
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STATEMENT OF EVIDENCE SUBMITTED BY THE RIGHT HON. CHRISTOPHER 

ADDISON, P.C., M.D., F.R.C.S., M.P. 


t. My evidence is derived from my experience at 
the Ministry of Munitions, of vvhich I became the 
Under-Secretary upon the constitution of the 
Ministry. I was informally appointed on the 26th 
May, 1915, the Ministry being constituted by an 
Act of Parliament that received the Royal Assent 
on the 9th June, 1915. I i-emained the Parlia- 
mentary Under-Secretary under Mr. Lloyd George 
until July, 1916, and under Mr. Montagu until 
December, 1916, wihen I became the Minister of 
Munitions, an office which I held until July, 1917. 

I then became the Minister of Reconstruction. 

2. In order to explain the position as I found it, 
.when the Ministry of Munitions was constituted, I 
must first refer briefly to some earlier developments. 

Soon after the outbreak of war it was clear that 
the existing system of munitions production was 
inadequate. It had either to be supplemented or 
expanded. As early as October, 1914, it was 
suggested that it should be supplemented by co- 
operative production on the lines successfully 
adopted in France. At that time, however, the 
opinion of the military authorities and of “ their 
export advisers, the armament firms was ad- 
verse to such a course. They ipreferred to expand 
the existing system by the employment of new sub- 
contractors from the general engineering industry, 
to whom the armament firms could pass on such ■ 
work as, while their own new factories were build- 
ing, they could not themselves absorb. The arma- 
ment firms were to draw additional skilled labour 
from other engineering firms, not engaged on direct 
contracts for War Office work. 

3. Early in 1915 the difficulties of such expansion 
were becoming apparent. Firms were reluctant to 
transfer labour to the armament makers, believing 
that they squeezed their sub-contractors and had 
already, by the high wages which their large pi'ofits 
enabled them to offer, deprived the outside engineer- 
ing industry of many of its skilled men. In con- 
sequence there was a demand for direct contracts 
for such work as the outside industry could under- 
take, in place of sub-contracts from the armament 
firms. That demand was supported by the Board of 
Trade. 

4 . After many negotiations and inquiries a co- 
operative group was started in Leicester in March, 
1915, and it was suggested that co-operative pro- 
duction — various firms undertaking various pro- 
cesses — might be applied in areas outside a 20-mile 

* History Min. Mun. Vol. I, Part III, p. 2. 


radius from existing government factories or 
recognised armament works. Within that radius 
skilled labour was to be transferred to the existing 
armament makers. By the end of April the dis- 
tinction betw'een areas within and without such a 
radius had broken down. Instead there were set up 
local munitions committees, which were to con- 
centrate the resources of the area in national shell 
factories to be staffed and equipped by the local 
firms and operated by management committees. Co- 
operation by groups of independent employers re- 
mained as a supplementary alternative. 

Deliveries from national shell factories and co- 
operative groups did not begin until the end of 
August, 1915, and accordingly, before I come to 
them, I will describe the position as I found it, 
when the Ministry of Munitions was first constituted. 

5. My first duty as Under-Secretary was to iDarti- 
cipate in an investigation of the position as regards 
the demand for munitions, the orders given and the 
deliveries made. I propose to summarise the re- 
sults of these inquiries as regards guns, shells, 
machine guns and rifles. 

6. As regards guns and shells, the problems facing 
the Ministry are indicated by the following quota- 
tion from a report on its work, compiled in 
November, 1915: — 

“ At its formation, the Ministry was faced 
with four main tasks — 

(1) It was urgently necessary to hasten 
and expedite delivery on existing contracts 
for guns and ammunition. 

(2) The orders already placed had to be 
supplemented, not merely by additional 
orders of guns and shells, but. What was 
also of great importance, by further orders 
for various components, such as fuses, 
primers, gaines, etc. 

(3) The existing capacity for the filling 
or loading of shell and components was in- 
adequate to deal with the orders already 
placed — far less to handle the further out- 
put — and measures had to be taken on a 
far more comprehensive scale than had up 
to that time been contemplated. 

(4) The Ministry had to undertake an 
enormous new programme of heavy guns and 
of the corresponding ammunition.” 

The position as regards deliveries due on existing 
contracts for guns and ammunition (principal types) 
was as follows on the 1st June, 1915; — 


Typo. 

Gun. 

H.B. 

(thous 

shell 

ands). 

Shrapnell shell 
(thousands). 

Promised. 

Delivered. 

Promised. 

DeHvered. 

Promised. 

Deliveied. 

18 pdr 

744 

604 

818-6t 

18 -4t 

3,223 -6t 

1,192 -2t 

60 pdr. 

68 

19 

114-6 

35-1 

96 

42-4 

4'6" how. ... 

426 

122 

330-8 

64 

178-2 

45 

6" how. ... 

— 

— 

131-9 

8-8 

8-3 

— 

8" how. ... 

24 

24 

9-9 

-1 

— 

— 

9'2" how. ... 

16 

16 

34 

8-9 

— 

— 

12" how 

16 

1 

7-6 





f Including both shells and complete rounds. 
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The total deliveries of shells by ceatractors 
aniounted to 1,626,400 against promises, due for 
delivery by the same date, of 6,723,900. The 
average arrears were 65-8 per cent, of promises in 
the case of shrapnel and no less than 91-6 per cent 
in the case of high explosive. To the above figures 
may be added promises of 292,100 sheila of various 
types from government ordnance factories, which 
had been more than fulfilled by deliveries of 308 000 


7. The above figures include a few orders placed 
abroad, of which the largest was with the Canadian 
Government. Those orders were placed by the War 
Office ill order to meet the failure of British con- 
tractors to deliver. The position of the chief British 
contractors at the end of May, 1916, as regards 
promises, deliveries and arrears of all types of shells 
is shown in Exhibit A. ’ 


8. Of machine-guns, 2,482 has been promised for 
delivery by the 1st June, 1916, 1,116 of which had 
been delivered. The proportion of arrears in the 
case of rifles was lower, some 308,000 having been 
delivered ^nearly 60,000 short of the promised 
quantity. The difficulty, however, was that, with 
the manufacturing capacity as it .was, even on 
the orders given not more than a million might be 
expected by March, 1916, and, with reasonable 
aUowances for arrears and defects, the provision for 
the new armies would be hopelessly insufficient. 

9 . The position summarised above was obviously 
critical and dangerous. Existing arrangements had 
proved quite inadequate to meet the demands of the 
first ten months of the war. There was a most 
alarming deficiency of high explosive shells, and the 
troops in France had to be rationed to scanty and 
most inadequate allowances. Moreover, with the 
increasing intensity of trench warfare and the 
arrival of the new armies in the field, the need for 
shells and other munitions was bound to increase 
very greatly. 


10 . Before examining the reasons for these 
deficiencies and the steps that were taken to over- 
come them, I should revert to the local organisa- 
tions, mentioned in paragraph 4 above, and to 
what was learnt as to the costs involved in the 
system then being adopted. Under the general 
direction of the late Lord Stevenson the whole 
country was divided into engineering areas, and 
local boards of management constituted, incliidino- 
what had previously been arranged for. 

The machinery and manufacturing capacity of all 
the firms in the different areas was investigated, and 
as rapidly as possible they were associated with the 
supply of such parts as they were appropriate for. 
In October / November, 1915, there were 30 national 
shell factories in operation and 26 co-operative 
groups. Every effort was made to simplify speci- 
fications and drawings for inexperienced manufac- 
turers, and to simplify patterns in order to eliminate 
unnecessary processes, but much delay was occasioned 
by a shortage of precise drawings, specifications, 
gauges, etc. Nevertheless, although deliveries had 
only begun at the end of August, the output of 
18 pdr. H.E. shell from these sources in October 
exceeded^ the total deliveries from all sources (home 
and foreign) during the month of June. 

^11. The above-mentioned organisations were mainly 
directed to the supply of shells, but there was also 
required a concurrent supply of components, such as 
fuses and primers and the spread of the manufacture 
of such parts had to be arranged for. Above 
all, adequate arrangements for filling and assembling 
the completed shells were urgently required. The 
War Office had already begun to erect new factories 
outside Woolwich for the latter purpo.se. In addi- 
tion to these, 15 other factories and five munition 
stores were started and provided by the autumn 
of 1915, and the whole task of allocating com- 
ponents was organised, so as to prevent congestion 
or delay. At the same time the Ministry took 
over the Ordnance Factories at Woolwich, Enfield 
and ^Waltham. In connection with these extensions, 
a scientific system of central control of stores served 
to promote the flow of shell and components for 


completed ammunition, while inspection was de- 
centralised and the staff of inspectors was increased 
so as to avoid unnecessary transportation of shells, 
components and explosives. 

12 . The need for heavy ammunition was particu- 
larly urgent. To meet it, the klinistry, with the 
assistance of an expert in factory construction, set 
up national projectile factories, which were arranged 
to be worked under the direction of existing firms. 
By November, 1915, 11 of these were already 
approaching the stage of production. I shall have 
occasion to refer again to their work. 

13 . By the end of 1915 the above develoinnents 
were beginning to have effect. The x 5 rospect of groat 
increases in the volume of supplies and the estab- 
lishment of new factories called for proper control 
of expenditure, and in Augmst, 1915, a branch of the 
Ministry was instituted to deal with cost accounting. 
In October, 1915, I appointed Mr. Lever, the dis- 
tinguished accountant, to take charge of this branch. 
He became the head of the Financial Department of 
the Ministry, and was made responsible to me for 
examining and sanctioning all important contracts. 
As a result of his investigations and of the informa- 
tion made available by the construction and operation 
of national factories, large contracts were placed 
during December with local organisations at prices 
considerably lower than those charged by the arma- 
ment firms. 

The experience obtained between August and 
October showed that the costs of manufacture, in- 
cluding generous allowance for amortization .would 
enable us to obtain supplies from the national 
factories at much lower prices than had hitherto 
been paid, and that great economies were obtainable 
through the organised supply of materials and 
through the establishment of a proper costings 
sptem. Accordingly negotiations were begun with 
the armament firms.* 1 suggest that the need for 
such negotiations, their course and their results 
throw considerable light on the questions with which 
tho xiresent Commission are concerned. 

14-. Ihc subject of the first negotiations concerned 
the price of shells. Tho position in January, 1916, 
IS conveniently summarised in the report (appended 
hereto as Exhibit C) by a committee of Mr. Lover 
and his colleagues, meeting on the 24th of that 
month. 


As a result of this report, on the 31st January, 
^ meeting of representatives of 
the Ministi-y, of the five armament firms mentioned 
m para. 2 of E.xhibit O, and of Messrs. Cammell 
Laird. At that meeting 1 stated the prices which 
the Ministi-y were prepared to pay for deliveries up 
to the end of June — which prices were based uiion 
a careful ascertainment of costs at our factories with 
an adeqiiate allowance for profits and for sinking 
fund. The minutes of the meeting and the prices 
so ottered are appended hereto as Exhibit D Tbe 
meeting was adjourned until 3rd February, when 
the firms submitted counter-offers, which were 
accepted in the case of all shells except those for 
18 pdr. guns and 4-5 inch howitzers. In those cases, 
with two or three particular exceptions reserved for 
further discussion, it was agreed that manufacture 
should proceed provisionally on the basis of the 
prices proposed by the Ministry, but that if it could 
be shown by a friendly comparison of costs, that the 
cost of manufacture, allowing for a fair profit, was 
greater than that allowed for in the Ministry’s 
prices, the Ministry should, if necessary, jmy the 
increased price up to, but not exceeding, the amount 
of the reduced offer by the firms. None of the arma- 
ment firms in fact availed themsel ves of this proviso 

* There had already been difficulties with them as 
regards contracts, and although it would bo out of 
place to discuss such difficulties in detail, I append 

(Jated the 

30th November, 1916, as an instance of the type of 
difficulties which had arisen. It will be noticed that 
Die firm in question assorted a right to supply 18 pdr 
H.E. shell on existing contracts, which were at the 
price of 20s for a period of not less than the 
uration of the war.” 
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and the prices proposed by the Ministi-y were 15. The course and effect of the above negotiations 
accepted. is summarised in the following Table; — 



Original prices 

Prices 

proposed 

by 

Ministry. 

New prices 
offered by 
Armament 
Firms. 

General 
average 
reduction 
per shell. 

Programme 
of weekly 
production 
of shells. 

Weekly 

saving 

by 

reduction. 


£ s. d. £ s. d. 

£ s. d. 

£ s. d. 

£ s. d. 


£ 

H.E. 

12" 

22 10 0 to 25 0 0 

20 5 0 

21 2 0 

2 13 0 

1,600 

4,240 

9-2" 

13 2 6 to 14 15 0 

10 10 0 

11 7 6 

2 11 3 

11,400 

29,212 

8" 

9 3 4 to 10 0 0 

7 15 0 

7 17 6 

1 14 2 

17,000 

29,041 

Q" 

4 0 0 to 4 10 0 

3 7 6 

3 10 0 

15 0 

57,000 

42,750 


3 0 Oto 4 2 4 

2 9 6 

2 12 6 

18 8 

34,000 

31,733 

4«.V' 

2 7 0 to 3 5 0 

1 13 6 

1 19 6 

12 6* 

110,000 

123,750 

18 pdr 

1 0 Oto 1 3 0 

12 6 

14 8 

9 0* 

260,000 

117,000 

Shrapnel. 

60 pdr. ... 

3 0 Oto 3 16 0 

2 16 0 

2 17 6 

10 0 

46,000 

23,000 

18 pdr 

17 6 to 1 0 0 

18 9 

18 9 










£400,726f 


* In these cases the prices proposed by the Ministry were accepted, 
t This estimated saving is based on the general average reduction, 
with the subsequent increase in output. 


A much greater saving was actually realised 


Costs of material and labour had risen substan- 
tially since the prices then being paid had been fixed. 
The reduction in the firms’ own offers was, therefore, 
all the more striking, and it should also be noted 
that although substantial increases in wage rates 
occurred, later in the War, it was not found neces- 
sary to increase the prices paid for shells. 

16. Similar negotiations took place as regards the 
price of cordite. The Finance Department of the 
Ministry suggested that cordite contractors should be 
asked to disclose their costs of production of cordite 
before prices were fixed for supplies in 1916, as it 
was strongly suspected that the existing prices were 
excessive. Accordingly, on the 1st February, 1916, 
they were asked to render returns as to their costs 
of production and as to the capital employed. 
Excuses were made and no returns were in fact re- 
ceived. Nobel’s Explosives, one of the principal con- 
tracting firms, then asked whether the matter could 
be settled by a reduction in price. Their basis price 
at the time was 2s. 3d. per lb., and in reply to an 
offer of a lower price they submitted a statement 
showing a total cost of about Is. lljd. and a profit 
of 3id. per lb. The Ministry, however, could not 
agree to their figures and an appointment was made 
for accountants to examine their books. They then 
asked to re-open negotiations, and after a number 
of meetings they accepted a basis price of Is. 8d. 
per lb., the Ministry undertaking the risk of ex- 
plosion, for which insurance had recently been 
offered and refused by Nobels at a premium equiva- 
lent to id. per lb. Aircraft and bombardment risks 
were also accepted, but were insurable at rates which, 
including the risk of explosion, amounted to less 
than Jd. per lb. The reductions in prices effected 
by these negotiations amounted on an average to 7Jd. 
per lb. or, on the total production estimated for the 
latter part of 1916, including the contracts both of 
the Ministry and of the Admiralty, a total saving 
of nearly £4 million annually. The detailed figures 
are shown in a statement appended hereto as 
Exhibit E. 

17. I give the above instances as conspicuous cases, 
in which the investigation of costs and the informa- 
tion made available by the operation of national 
factories enabled the Ministry to effect very large 
reductions in the prices paid to contractors and 
showed that those prices had originally been grossly 
excessive. The investigation of costs met with con- 
siderable resistance from contractors, and I append, 
as Exhibit F, a circular sent out to all members of 
district associations of controlled firms as late as the 
ISth August, 1916. But the reduction in prices con- 
tinued, and, although I do not want to take up the 
time of this Commission with any detailed examina- 
tion of later periods in the War, I append a short 
table showing some contract prices about a year 


later, compared with those fixed early in 1916, to 
which I have referred in paragraph 15 above. The 
prices in March, 1917, provided for a recent rise 
in wages of 5s. per week, and notwithstanding that 
provision represented a saving of some £500,000 a 
year, as compared with those of February, 1916. 

Armament firms’ contract prices for principal 
natures of H.E. shell. 



Early 

contracts. 

Feb. 1916. 

March 1917. 

18 pdr. 
4-5" 

60 pdr. 
6" 

20s. to 23s. 
47s. to 65s. 
60s. to 82s. 4d. 
80s. to 90s. 

12s. 6d. 
33s. 6d. 
52s. 6d. 
70s. 

12s. 6d. 
27s. lOd. 
42s. 

61s. 6d. 

8" 

£9 3s. 4d. to 
£10 Os. Od. 

£7 17s. 6d. 

£6 12s. 6d. 

9-2" 

£13 2s. 6d. to 
£14 15s. Od. 

£11 7s. 6d. 

£9 7s. 6d. 


IB. me same procesBes — -- 

costs of shell cases yielded similar results when 
applied to other ingredients, and even to the minor 
details of filling processes where the contracts re- 
lated to a price per hundred or per thousand as the 
case may be. For example, the saving in a large 
number of filling contracts for different parts to the 
first half dozen contractors on the output that was 
arranged for for the first six months of 1917, showed 
that the price agreed upon as the result of investiga- 
tion as compared with the prices originally arranged 
represented a saving with these six contractors alone 
of nearly £370,000 per annum. 

19. By way of a similar comparison with the posi- 
tion about a year later as regards the national fac- 
tories, mentioned in paragraphs 10 and 11 above, 
let me quote a statement supplied by the Finance 
Department of the Ministry in April, 1917. 

“ The capital expenditure on national factories 
for gun ammunition components amounts, at the 
present time, to £25,000,000. As a result of this 
expenditure, goods have been produced at a cost 
of £33,000,000 which, if they had been bought 
at contract prices, obtained after the application 
of the costing system, would have Mst 
£42,000,000. A saving of approximately 
£9 000,000 had, therefore, already been effected 
by’ this means, and, if economy is secured in 
future on the same scale, the whole capital cost 
of the national factories will have been repaid 
in about eighteen months from the present date. 

“ It should be added that many of these 
factories have been in operation for a short time 
only and, in the case of those which have been 
the ’longest in operation, namely, the factories 
for the manufacture of T.N.T., while the capital 
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cost has been less than £1,500,000 goods have 
been produced at a cost of £3,500,000, which, 
at contract prices, Tvould have involved an ex- 
pnditure of £6,000,000. In the case of these 
factories, therefore, a saving very much in excess 
of the total cost of the factories has already 
been secured.’’ 

20. The factories included in the foregoing state- 
ment were 27 high explosive factories, 11 propellant 
explosive factories, 16 national projectile factories 
mainly for the larger shells, and 32 of the so-called 
national shell factories largely administered by the 
boards of management. 

The time required, at the cost of production then 
being obtained, as compared with the contract prices 
obtainable before the full repayment of the capital 
expenses of all the factories would have been 
obtained, was 20 months from March, 1917, and it 
IS certainly within the mark to say that the total 
capital cost of all these factories as represented in the 
diminsh^ cost of production, notwithstanding the 
progressive rises in wages, had been repaid by the 
end of the War. 

21. Before I leave the question of output from 
national factories, I should like to illustrate the part 
they played in the production of ammunition in later 
years of the War by the statistics appended as 
Exhibit G. 

22. The last-mentioned statistics illustrate the 
rapid and enormous increase in the output of one 
very important class of munitions. I do not wish, 
however, to over-emphasise the distinction between 
trade production and production from national 
factories or through the groups organised under 
munition committees. The Munitions of War Act, 
1915 (2nd J uly, 1915), empowered the Minister of 
Munitions to declare any establishment in which 
munitions work was carried on to be a “ Controlled 
Establishment ” and all, or virtually all, the firms 
responsible for the trade production shown in 
Exhibit G were so controlled. The control extended 
not merely to profit, wages and conditions of labour 
— the principal matters afliected — but also to the 
“ general ordering of the work in the establishment 
with a view to attaining and maintaining a proper 
standard of efficiency.” In practice, however, the 
Minister did not take over the management or direc- 
tion of the establishment, unless there were special 
reasons for doing so. I should add that the powers 
under the 1915 Act were enlarged by the Munitions 
of War (Amendment) Act, 1916 (27th January, 1916), 
and that, in particular, they were extended to 
require controlled establishments to give information 
as to their costs of production and the cost and 
source of the materials used. 

At the same time, on the advice of those in charge 
of the Materials Supply Department of the Ministry, 
the extended powers weref used to cover the total 
supply and distribution of an increasing number of 
metals and other materials in order to frustrate a 
disposition which we found to exist in some cases to 
hold back supplies for a rise in prices, as well as to 
secure an even distribution in order to meet the 
necessities of the case in accordance with a priority 
in the urgency of the demand. 

23. Let me now turn to an examination of the 
difficulties that necessitated the concentration of 
production under the control of the Ministry. I 
submit that they indicate the need for national 
c>ontrol on a similar scale in any emergency and that 
the_ extent to which their solution either involved 
national ownership or would have been facilitated by 
it has an important bearing on the questions before 
this Commission. 

24. From the firet days the Ministry was con- 
fronted by the failure of the specialist makers to 
obtain a sufficient augmentation of the skilled labour 
necessary for expansion of production by trans- 
ference from other firms as had been hoped for from 
the arrangements devised before the formation of the 
Ministry and referred to in paragraph 4. In addi- 
tion, many invaluable skilled workmen had been 
enlisted and sent abroad before the Ministry was con- 
stituted, and the process was continuing. A Labour 


Supply Department of the Ministry was, therefore, 
rajDidly constituted and efforts were made to secure 
the return from the army of “ key ” men who had 
already been enlisted (Release from the Colours). 
Apart from these efforts, which were only partly 
successful, it had to undertake three main functions : 
first, "to prevent the enlistment so far as possible of 
essential skilled men; second, to secure as good a use 
as possible of the existing skilled labour; and, third, 
to augment the supply :by training. Under the second 
of those heads fell, not only the transference of 
labour from one works to another so far as was 
piacticable, but also the adaptation of forms of 
skilled labour, not previously employed on munitions, 
to munition making. The third head included the 
training of women for many tasks, for which skiUed 
men had previously been considered indispensable. 

25. I will deal with the above points in order, but 
summarily. The details will be of little interest to 
this Commission, but the general lesson I draw from 
these difficulties is that they were so grave as to tax 
the resources of the Ministry to the utmost, and that 
no private firm or combination of private firms could 
possibly have dealt with them. 

26. As regards releases from the colours, the 
Ministry, acting in conjunction with the War Office, 
between July, 1915 and April, 1916, investigated over 
40,000 individual applications for release and allowed 
some 15,700 of them. Further, in July and August, 
1915, nearly 7,000 soldiers, whose trade qualification 
seemed to warrant investigation, were interviewed 
by skilled investigators: rather over 2,000 were re- 
leased. In the autumn of the same year a four 
weeks’ investigation by 25 representatives of the 
IVIinister (including 16 Members of Parliament) and 
132 skilled investigators resulted in addressing over 
li million soldiers, of whom rather over 100,000 
volunteered for munitions work and were inter- 
viewed: about 40,000 were selected. In the spring 
uf 1916 a deputation went to France and worked over 
the entire British Front. Some 17,000 soldiers re- 
presenting the high types of skill required were 
interviewed and about 1,700 of them were finally 
selected. All those investigations involved nearly a 
quarter of a million interviews, at the rate of 750 
a day. The comparatively small number of about 
45,000 finally selected indicates both the care and 
skill applied in investig.ation and the impossibility 
of confiding such a task, involving, as it did, con- 
tinuous^ co-operation with the War Office, to private 
industrialists, whether in competition or in combina- 
tion. The 45,000 finally selected were drawn from 
over 4,000 different units of the Army, and distri- 
buted among nearly 4,000 employers. 

27. The limitation of recruitinr] falls into three 
periods--those of voluntary enlistment, of the Derby 
attestation scheme and of compulsory service. During 
the first period war service badges were issued in 
certain scheduled trades and to the employees of 
certain scheduled contractors. From January to 
July, 1915, the issue was made by the War Office 
and the Admiralty and from July, 1915, by the 
Ministry of Munitions. The war service badge was 
a temporary device and there were many anomalies 
in its^ issue : but it served the immediate purpose of 
checking the enlistment of munition workers, whose 
labour was essential for the production of armaments. 
Under the Derby attestation scheme the issue of 
badges was not suspended, but was supplemented 
by the “ starring ” of more than IJ million men of 
military age— almost 30 per cent, of the men of 
military age, who had attested. Of the starred men, 
rather more than half were munition workers, while 
the remainder consisted of miners, agricultural 
workers and railwaymen. In November, 1915, the 
enlistment of badged and starred munition workers 
was prohibited, and a few of those who had been 
wrongfully enlisted were released at the instance 
of their employers. Under the Military Services Acts 
of 1916, badged and starred men were to bo 
exempted, and from this time onwards to the ter- 
mination of the War the position became increasingly 
difficult. It is not, however, necessary for the 
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present purpose to describe the various expedients 
that were adopted and the anxieties and troubles 
that were inseparable therefrom. They were issues 
which ill any case could only have been dealt with 
under state authority. 

28. The proper utilisation of the available shilled 
labour involved questions of transfer from one firm 
to another. It was necessary whenever possible to 
ration out skilled workmen among all the firms en- 
gaged directly or as sub-contractors in the produc- 
tion of munitions. With the extension of munitions 
work to firms whose business had previously been 
unconnected with it, and the increasing scoiie of the 
work recognised to be of vital importance in the 
War, the demand for skilled labour became more in- 
sistent and more widespread. The gaps left in those 
works from which transfers were made, or existing 
in others, where only a skeleton of skilled labour 
could be supplied had to be filled by mechanisation 
and by “ dilution ”. The machines had to be as 
simple as possible, intended for the particular work 
in hand. They were designed for mass production. 
They were to be operated by the unskilled labour, 
which, untrained or partly untrained, was collected 
from all sources to dilute the insufficient supply of 
skilled men. 

29. An attempt was made to allocate the supply 
of skilled labour by the institution of a scheme of 
War Munitions Volunteers. It was begun in the late 
summer of 1915 and subsequently in response to an 
ambitious programme of publicity some 120,000 men 
had enrolled themselves as ready to be transferred 
for munitions work to any controlled establishment. 
It was found, however, that the larger part of these 
volunteers were already engaged on war work or on 
work such as the railways and mines, from which it 
was inex| 5 edient in the national interest to remove 
them. Moreover, the protests from employers, when 
the men enrolled or were ordered to transfer, were 
numerous and forcible; nor were the proposed new 
employere always willing to accept volunteers to 
whom they might have to pay higher wages, if they 
came from a highly rated district, and a subsistence 
allowance — for, although that additional payment 
was recoverable from the State, they feared discon- 
tent and trouble among other workmen. In the 
result only some 13,500 volunteers had been trans- 
ferred by August, 1916, and at that time further 
enrolments and transfers were both proceeding at the 
rate of 300 or 400 a week. The difficulties ex- 
perienced in carrying through such a scheme even on 
the authority of the State and under a great 
patriotic impulse are sufficient to explain not only 
the early failure, but the impossibility of its being 
done by private firms. 

30. The difficulties and disputes arising out of 
the dilution of labour during the War were so 
notorious that I confine myself to pointing out 
that the questions of principle, sentiment and 
interest involved could not conceivably have heen 
faced, let alone settled, by any authority other than 
the Government of the country. If those questions 
had been left for settlement by private employers, 
.with or without support from the Government, the 
resulting friction and disturbances would not merely 
have hindered the output of munitions, but would 
have made it quite impossible to carry on the War 
at all. 

31. As regards increasing the supply of skilled 
labour of a critical or “ key ” type, I can best 
illustrate my point by one or two instances (which 
may be taken as typical) : — 

(a) Gauges are essential for the manufacture 
as well as for the subsequent inspection of the 
various parts of shells, fuses, guns and all other 
munitions. Workmen accustomed to precision 
work — for the order of accuracy required might 
well amount to a thousandth or a ten- 
thousandth of an inch — could be adapted and 
trained as gauge-makers, but the supply of men 
already accustomed to gauge-making was 
dangerously small, and quite insufficient for iwhat 
was required by the increasing output of 


munitions. As a result of the examination of 
the possibilities of various undertakings such as 
the Perforated Music Co., Waterlow & Sons 
(printers), the L.C.C. Tramways, R. Hoe & Co. 
(printing machinery), various telegraxsh and 
telephone companies, J. W. Benson Ltd. (watch- 
makers), and even the Metropolitan Water 
Board were given orders for gauges for shell 
fuses and the like, and by August, 1916, 130 
jewellers — to take one trade alone — had already 
been trained and placed as gauge-makers. 

(b) By the same date nearly 200 plumbers had 
been trained as lead-burners for the explosive 
factories and 500 other men as tool-setters on 
one special type of machine. 

(c) Before the War 90 per cent, of the optical 
glass used in the country .was imported from 
the continent, some 60 per cent, coming from 
Germany. The making of lenses and prisms was 
supposed to be highly skilled work, requiring 
two or three years’ training. Under the optical 
munitions department of the Ministry, special 
machines were introduced and women were 
trained at the Optical Munitions School in 
working them. By the beginning of 1918 one- 
third of the 1,720 optical glass-workers in the 
country were women, and by the end of the War 
the proportion had increas^ to 50 per cent. 

32. The Commission will appreciate that just as 
the supply, allocation and use of labour are essential 
to the production of munitions, so is the supply of 
materials and machinery. 

33. The issues that arose with regard to the supply 
and control of materials may be indicated under 
three heads. In the first place come such obvious 
bulk materials as steel and other metals, the in- 
gredients of explosives and other chemicals. In the 
second place come materials essential, but required 
in smaller quantities and often from limited sources, 
either of importation or manufacture. In the third 
place come those materials, which in production 
are so associated with the materials actually re- 
quired for munitions that the control of the latter, 
in order to secure an adequate supply, involves the 
control of the former, sometimes for the comple- 
mentary purpose of restriction. 

34. The position with regard to materials supply 
may be illustrated by taking the examples of steel, 
aluminium and sulphuric acids with other illustra- 
tions of materials, the requirements of .which had 
far-reaching indirect results. 

Steel as a bulky material wanted in enormous 
quantities, making great demands upon shipping 
and of which the supply and distribution could only 
be dealt with by a central organisation. 

Aluminium as a metal difficult to obtain in 
adequate quantities, and which was required for a 
great variety of manufactures presenting variations 
in regard to urgency. 

Sulphuric Acid as a commodity required for a 
great variety of purposes, and in which the character 
of the War demand involved not only a great in- 
crease in supply but a difference in the form of 
manufacture of a substantial proportion of it as 
compared with peace-time requirements. 

35. In the case of Steel at an early stage the 
Ministry had to assume complete control not only of 
all supplies available for home manufacture but of 
such contributions as we could make to the needs of 
our Allies. This involved control of pig iron, as 
material for the steel-makers. We controlled the out- 
X>ut at home through controlled establishments and the 
imports from abroad. The annual output of pig iron 
remained throughout the War at about 9 million 
tons and the imports at between 6 and 7 million 
tons’. The output of all types of steel ingots and 
castings rose gradually from rather over 7J million 
tons in 1914 to some 9 million tons in 1916 and over 
94 million tons in 1917 and 1918. Of this amount 
shell steel accounted for about If million tons. 
There were limits to the home production of the 
latter and imports rose from between 280 and 290 
thousand tons in 1916 to nearly IJ million tons in 
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1917 and rather less in proportion during the first 
three-quarter's of 1918. It is sufficient to point out 
that the problems of labour and transport at home 
arid overseas, presented by the above quantities 
would have been completely beyond the competence 
of any other authority than the Government. 

36. Aluminium was needed for a variety of pur- 
poses — in fuses, high explosives (ammonal), hand 
grenades, inotor transport, aviation, water bottles 
and incendiary bombs (thermit). Of the world out- 
put of 78,700 tons in 1913 about 10,000 tons came 
from the United Kingdom. The estimated require- 
ments for munitions purposes in July, 1915, were 
nearly 20,000 tons a year, of which over 16,000 were 
required for explosives. They were met partly by 
increasing the annual United Kingdom output to 
about 11,000 tons, partly by taking 7,500 funs from 
Canada, partly by purchases from other producers in 
the U.S.A. or elsewhere. By November, 1916, the 
Allies required, nearly 60 per cent, of the world 
output, including enemy countries which sold their 
supplies to Germany. Prices of ingot had risen 
from £81 per ton in January, 1915, to about £300 
per ton. These conditions led to a complete system 
of purchase of all supplies, and as the aluminium 
demand for aeroplanes and airships increased, an 
increasingly strict rationing system became necessary. 

37. Sulphuric Acid was required in great quanti- 
ties in a concentrated form (oleum) for the manufac- 
ture of explosives. The bulk of the acid in peace- 
time is required in a dilute form for a great variety 
of purposes, including for instance the production 
of super-phosphates, various other chemicals, bleach- 
ing powder, dyes, tar, etc. By May, 1916, the 
annual production of weak sulphuric acid had risen 
from 1,680 thousand tons pre-war to 1,870 thousand 
tons. For explosive purposes, however, the weak acid 
is concentrated and the average yearly production 
of some 60,000 tons of concentrated acid (oleum) 
before the war had been increased nearly sevenfold. 
Construction work on an unprecedented scale pro- 
vided an increase of nearly 400,000 tons of oleum 
a year. The alternative to that construction work 
would have been some form of general requisition, 
involving the destruction of numerous trades and 
even then the supplies would have been utterly 
insufficient. As it was the Ministry was able to 
leave a substantial surplus of the output of acid for 
essential trade purposes and to provide, in other 
cases, a substitute in the form of nitre cake, a 
waste product from the manufacture of nitric acid, 
another important ingredient in explosives. The 
substituted use of nitre cake involved experiments 
on an industrial scale, publicity for their results 
and the collection, storage, transport and distribu- 
tion of the nitre cake. All those tasks were under- 
taken and performed by the Ministry. In addition 
economies in the use of sulphuric acid were effected 
by manufacturing another essential, ammonium 
nitrate, from ammonia liquor instead of from 
ammonium sulphate. This is an instance in which 
the full resources of the Ministry were successfully 
used both to ensure a sufficient supply of essential 
material and to prevent such a wholesale dislocation 
of other essential trades as would have resulted from 
a shortage. 

38i. I should like -to refer to the effect of the 
above-mentioned steps on cost. Before the War 
oleum cost 35s. a ton. As early as May, 1916, it 
was produced in national works at about 55s. a ton, 
and some 2,050 tons were so produced weekly from 
sulphur alone. At that time some orders had been 
placed in the U.S.A. at an average price of £12 
a ton, while the ordinary market price exceeded 
£30 a ton. As compared with the lower U.S.A. 
price, the saving on 2,050 tons a week, represented 
by national production instead of by U.S.A. pur- 
chases, amounted to £976,050 a year. The national 
works in question represented a capital outlay of 
£750,000. 

39. As instances of materials, the control of which 
iiivolved the control of other substances associated 
with them in production but not themselves required 
for munitions, I may refer shortly to glycerine and 
'alcohol, both essential in the production of explosives. 


Glycerine is separated out of palm kernels, cotton- 
seed, soya beans, cocoanuts, etc., in the manufacture 
of soap, margarine or cotton-cake. It is a by- 
product of those trades, and in order to secure a 
sufficient supply the Ministry was obliged to make 
arrangements with the manufacturers concerned or 
to control the trade. As regards soap, for instance, 
the Ministry, soon after its formation, bought all the 
output of glycerine for the duration of the war at 
£45 per ton. The market price was then about £40 
per ton, but it rose rapidly in the open market — in 
the U.S.A. for instance — to far higher figures. The 
first result was an increase in the retail price of 
soap, margarine, etc., in the United Kingdom, in 
order that the manufacturers, having to pay more for 
their palm kernels, etc., might make out of their 
other products the profits they were unable to make 
out of glycerine. Later on attempts were made by 
the larger concerns to undercut their smaller com- 
petitors in regard to soap prices, with a view 
apparently to bringing them into the combine. The 
smaller competitors, also producers of glycerine, com- 
plained loudly, and finally the Ministry was obliged 
to fix the prices for soap. 

40. Another instance was alcohol. In order to 
secure supplies of that product, the Ministry were 
compelled to take over and control the whole dis- 
tillery trade. There were some curious results. 
Maize, for instance, is the raw material both for 
alcohol and for yeast. It is a bulky cargo, and the 
Ministry, in order to make full use of shipping space, 
limited imports of maize to secure the necessary 
supply of alcohol and no more. The result was a 
shortage of yeast. The Ministry tried to secure 
economies in the use of yeast, which brought down on 
my head the indignant protest of housewives in the 
North and in Scotland, who habitually bake their 
own bread and consume, in doing so, a greater pro- 
portion of yeast than does a commercial bakery. In 
consequence the Ministry had to control yeast, and 
to ensure a sufficient supply to the complaining 
housewives and others. It provides an interesting 
illustration of the extent to which the control of 
munitions may have to go. 

41. Finally, as regards the control of materials, I 
append hereto, as Exhibit H, a summary report on 
the position of materials for explosives, made in 
July, 1915, as illustrating the early necessity for 
central control in order to secure both a necessary 
plan of production as well as a distribution of 
supplies in accordance with need. 

42. I now turn from labour and materials to the 
third side of production — the machinery used for the 
conversion of materials to munitions. I will take 
first, as an instance, the question of machine tools. 

43. Machine tools are power-driven machines for 
cutting, working or abrading metal. They include 
lathes and machines for milling, planing, grinding, 
etc. They are indispensable for the production on 
any large scale, not only of shells, but also of guns, 
rifles and other munitions. 

At the outbreak of War the manufacturing indus- 
try in Great Britain worked principally to produce 
in small quantities such particular and different 
machines as were required by its customers. Under 
the pressure of American competition there was a 
growing tendency to some measure of specialisation. 
With home production and with imports from 
America, principally of the lighter machines, the in- 
dustry was able to satisfy normal demands in peace 
time, but quite unable to cope with war-time 
requirements. 

44. In those circumstances the essential tasks of 
the Ministry wore to increase the supply of machine 
tools by manufacture and by importation and to 
allocate that supply as and where required. On the 
one hand, existing facilities for manufacture were 
insufficient and had to be supplemented, design had 
to be adapted to the simplest forms appropriate for 
the purpose in hand, and manufacture had to be con- 
centrated on standard patterns, restricting the pro- 
duction of any single works to one or at any rate a 
few types of tool. On the other, full use had to be 
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made of all machine tools available, so that they 
should be used on Government work, and used con- 
tinuously and where they were needed. 

45 . A Machine Tool Department was set up under 
the War Office in April, 1915, and transferred to the 
Ministry of Munitions in June, 1915, and there 
systematically organised, with the assistance of a 
Machine Tools Advisory Committee, consisting of 
representatives of the trade. The late 'Sir Alfred 
Herbert, a leading manufacturer, was in charge of 
the deipartment from the time of its formation and 
he served as chairman of the Advisory Committee. 

As early as March, 1915, it had appeared that only 
about 50 per cent, of the trade were then engaged 
on Government work. Others were working on 
neutral ordei*s and there was evidence that many 
such orders were destined for enemy use*. Steps 
were taken to control the trade and to give priority 
to Government orders; hut until July, 1915, the 
control was general and dependent in practice on the 
goodwill of the individual manufacturer. In July 
control was made effective by requiring the sanction 
of the Ministry (Machine Tool Department) for all 
machine tool orders. I append as Exhibit I, the 
circular letter then sent to all members of the trade ; 
it summarises the earlier history of control and states 
the reason for, and the means of, its extension. The 
sanction so required for orders was the foundation of 
the comprehensive plans upon which the Ministry 
found it necessary to embark. It also served for 
the control of prices — an imperative need, in view 
of the shortage of supply. 

46. A census of machine tools and numerous visits 
from officials of the Ministry combined to show, 
among other matters, that in the spring and early 
summer of 1915, there were many machine tools 
usable for the production of munitions which were 
either not in use or not used to their full capacity. 
They were moved to other works, where they were 
needed, or orders were placed to ensure their full 
use. In fact the whole distribution of machine tools 
throughout the country was surveyed and re-organised 
so as to meet the requirements of munitions pro- 
duction, including the important matter of Ithe 
equipment of the National Projectile and National 
Shell Factories. I can best illustrate the scope of 
the Ministry’s work in this connection by referring 
to a document appended hereto as Exhibit J. It is 
a report made in April, 1916, upon a proposal to 
institute central purchase of machine tools for 
National Shell Factories. The writer, reviewing the 
activities of the Machine Tool Department, concludes 
rightly that the desired “ central purchase ” already 
exists. 

47 . But the due allocation of existing machine 
tools was not enough. On an average, in July, 1915, 
machine tool manufacturers were hooked up for the 
next six months. To meet the deficiency, they were 
encouraged to place sub-contracts with general en- 
gineering firms and with such allied industries as 
printing machinery manufacturers. This involv^ 
simplification of design and considerable care in 
seeing that the tools ordered and used were not 
unnecessarily elaborate for the work required. In 
addition, orders to the amount of £1,000,000 were 
placed in America and a permit system for imports 
was used to complete the control of prices. An 
inevitable result of the sub-contracting system was 
the inferiority of many of the machines produced, 
but this defect was largely remedied by time and 
experience. 

I may again point out that the control of the 
machine tool trade, as regards supply, allocation and 
use of tools, could only have been effected by the 
centralised authority of a Government Department, 
knowing the requirements of production and in a 
position to survey the trade as a whole and to deal 
with it accordingly. 

48 . In order to describe and illustrate the scope of 
the work of the Ministry, I have had to give the 
Commission a number of more or less detailed 
instances and some statistics relating to particular 
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cases. They are, of course, merely instances and I 
find difficulty in conveying, within a limited space, 
the impression of comprehensiveness and the wide 
field and variety of the essential work of the Ministry 
— matters clear enough in my own recollection and, 

I am sure, in that of my colleagues at the time, but 
difficult to convey within the limits of reasonable 
space. I think I can best supplement my detailed 
evidence by appending hereto two documents. 

The first (Exhibit K) consists of extracts from a 
report prepared in the Ministry for the Chancellor 
of Exchequer, who required, for his budget speech in 
April, 1917, illustrations of the economies effected 
by the Ministry. The report accordingly hears on 
the question of economy. 

The second document (Exhibit L) consists of the 
minutes of a typical fortnightly meeting between 
the heads of the Departments of the Ministry and 
myself. These meetings were held regularly, 
beginning in the autumn of 1916. The one exhibited 
was on the 1st January, 1917, and the variety of 
subjects, the methods of dealing with them and, if 
I may say so, the concise competence of the heads 
of Departments illustrate vividly what the Ministry 
had to do and how it was doing it. 

49 . In connection with the supply of skilled labour, 

I have already (paragraphs 24-27) mentioned the 
relations of the. Ministry to the War Office. I should 
also refer to those relations from three other points 
of view, namely as regards the gradual transference 
of functions from the War Office to the Ministry so 
far as they related to the production of munitions, 
the relations between the design and the supply of 
munitions, and the need for unity in production. I 
shall also have occasion to refer as regards these 
matters to the Admiralty and the Air Board. The 
questions I propose to discuss will lead up con- 
veniently to the constructive suggestions, based on 
my experience at the Ministiy. 

50. The transference of functions from the War 
Office to the Ministry may be divided into stages. 

(1) When the Ministry was first constituted in 
June, 1915, there were transferred to it from the 
War Office the following: — 

(a) The contracts and labour branches of the 
Master-General of the Ordnance’s Department. 

(b) The Explosives Department. 

(c) The staff responsible for the inspection of 
munitions, including the inspection of naval 
ordnance stores. 

(d) Not the administration of the Ordnance 
Factories, hut the assistance of their staff in the 
work of the Ministry. 

(e) Responsibility for trench warfare appli- 
ances. 

The design, specifications and tests required for 
munitions were to he dealt with by the War Office 
and Admiralty respectively. 

(2) The next stage was the transfer in August, 
1915, of full responsibility for the ordnance 
factories, which consisted of Woolwich Arsenal, 
Enfield Small Arms Factory and Waltham Powder 
Factory. Arrangements were made for keeping 
direct contact between the factories and the War 
Office and Admiralty on technical matters. 

(3) In August, 1915, the Munitions Inventions 
Branch was set up in the Ministry and such functions 
as the War Office had exercised with regard to in- 
ventions were transferred to it, it being recognised 
that final decisions as to whether any particular 
invention was of practical service and should be 
adopted and, if so, in what design, lay with the 
War Office. 

(4) In November, 1915, the responsibility for 
design was transferred to the Ministry. I append 
hereto as Exhibit M a memorandum and further 
notes, .which I prepared on this occasion. There 
was a difference of opinion between the War Office 
and the Ministry as to whether final approval of new 
designs should he given by the Ministry with or 
without the concurrence of the War Office in every 
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case. The question was settled by the following 
decision of the War Council on the 27th January, 
1916: — 

(а) The responsibility for designs, patterns and 
specifications, and for testing arms and 
ammunition rests with the Ministry of 
Munitions. 

(б) The Army Council is responsible for the 
general nature and amount of the weapons and 
equipment required. 

(c) When it is necessary that new weapons, 
stores, or articles of equipment should undergo 
practical trials by troops either at home or in 
the Field the co-operation of the Army Council 
should be sought by the Ministry. 

(d) The Army Council should be represented 
on advisory committees or bodies under the 
Ministry of Munitions to the extent that they 
think desirable. 

(6) In January, 1916, the Ministry took over the 
responsibilities for all storage until the delivery of 
the completed shells to the Ordnance Department 
of the War OflSce as required. 

51 . It will be seen that the stages of the transfer 
represent two developments, the extension of the 
control of the Ministry to the Ordnance Factories, 
which had originally been left under the War Office, 
and the extension of the scope of control to design 
and inventions. As regards the relations between 
design and supply, I cannot do better than refer to 
the documents mentioned above as Exhibit M. They 
state and illustrate the need for one control, since 
design and its attendant specifications and testings 
are essentially processes belonging to manufacture 
and supply. 

52. At different stages of the War, owing to the 
need for increasing centralisation of control and 
direction with regard to the supply and distribution 
of materials and the use of labour and machinery, 
the Ministry had to assume responsibilities for an 
increasing number of supplies such as tanks, rail- 
way materials, locomotives, motor transport, agri- 
cultural machinery and aeroplanes. For the present 
purpose reference need only be made to the case of 
aeroplanes and aeroplane engines, as it illustrated in 
a striking fashion the difficulties attendant upon 
divided responsibility and the advantages which 
followed a concentration of responsibility. 

53. In July, 1916, the Air Board made certain 
requests for priority in aircraft supplies, which were 
then under the control principally, of the War Office 
and partly, too, as regards the Royal Naval Air 
Service, of the Admiralty. Arising out of these 
requests, there was some correspondence between the 
Air Board and the Ministry, and in September, 1916, 
Sir Alexander Roger at my request prepared a 
memorandum, suggesting that the whole business of 
aircraft supply should be transferred to the Ministry, 
and, in the course of reviewing the difficulties then 
being experienced, gave cogent reasons for so doing. 
During the concluding months of 1916 the subject 
remained in dispute between the Air Board, the 
Admiralty and the War Office, and at different times 
came before the Cabinet. 

The complaints from the Front as to the inade- 
quacy of the supplies continued to increase, but it 
was not until after the change of Government in 
December, 1916, that the responsibility for suijply 
was transferred to the Ministry of Munitions. 

I instructed a group of principal officers to examine 
the position and recommend a scheme of work. On 
their advice I appointed Lord Weir as controller of 
aeronautical supplies with the late Sir Percy Martin 
as his chief assistant. It appeared that deliveries of 
aeroplanes and engines were hopelessly in arrear of 
orders, and a multiplicity of unassociated orders and 
a needless multiplicity of variety of types largely 
contributed to the result. Nearly 8,000 aeroijlanes 
of 48 different types had been ordered by the War 
Office from 38 separate contractors. The Royal Naval 
Air Service had another 1,500 aeroplanes and sea- 
planes on order, of 43 different types (of which 15 
were the same as the Army’s) from 50 contractors, of 


whom 18 were also Army contractors. The two ser- 
vices together had on order 9,483 aircraft of 76 differ- 
ent types from 70 different contractors. There was a 
similar position as regaixls engines, of which 57 types 
were on order. It will be appreciated that such a 
position arose from the development of the ex- 
perience and requirements of the combatant services, 
translated into orders given without regard to the 
exigencies of commercial production and without 
unity of view. The difficulties were aggravated by 
competition between the orders of one Department 
and those of another, and a lack of unity in the con- 
sideration of design, while at the same time the 
contractors had to meet the demands of the Ministry 
of Munitions for such similar products as motor 
vehicles and engines. Out of such an ill-regulated 
confusion there could never have been sufficient pro- 
duction of aircraft to meet the requirements of the 
war. 

54. It is not perhaps necessary to supply the de- 
tailed figures, but by the establishment of unity of 
responsibility in all matters of design under the 
reconstituted Air Board (leading to the Air Minis- 
try) under Lord Cowdray, and for unity of supply 
under the Ministry associated therewith, a great re- 
duction in the number of types was obtained and 
supplies became abundant. In this case the arrange- 
ments differed somewhat from those which had come 
to exist in the case of other munitions, but they 
furnis'h an interesting example of a system that 
worked well in practice and which represented an 
association of different departmental interests that 
soon developed into a smoothly functioning machine. 

They are set out in the attached Exhibit N of 1st 
February, 1917. 

55- The organisation that was progressively 
developed at the Ministry of Munitions and the 
accompanying arrangements were not the result with 
any of us, I think, of any preconceived notions, but 
were fashioned solely out of considerations as to 
what was the best way of overcoming the difficulties 
that presented themselves and of performing the task 
allotted to us. 

56. The practice previously adopted had been to 
place contracts on what was called a basis of tender. 
But so far as the supplies of the more specialised 
types of munitions were concerned, such as guns, 
shells, rifles and machine guns, that meant in fact that 
the transactions were limited to a relatively small 
group of manufacturers with whom there necessarily 
came to be established a close working relationship, 
and there seems to nave arisen a sort of under- 
standing as to the prices to be paid for different 
supplies. So far as I ever ascertained there was 
no effective competition between these firms as to 
price, whilst there were many evidences of a fairly 
close understanding between them. The striking 
similarity between the prices paid for shells to the 
large firms with whom the War Office had been 
accustomed to deal against the much lower prices 
arranged with outside firms by the Ministry in the 
first weeks of its existence is an example. 

57. The circumstance that induced me in the 
early days of the Ministry to employ cost account- 
ants was that as Mr. Lloyd George had asked me to 
take charge of financial matters, I found that 
neither in the Contracts Department of the War 
Office nor from inquiries from representatives of the 
different firms was I able to find anyone who could, 
or would, give mo any indication as to what things 
cost to make. I cannot over-emphasise either the 
complete lack of information in this respect or the 
difficulties it caused. I, therefore, decided to employ 
those who would be able to inform us as a result 
of precise inquiries in these factories or workshoips 
which were under our immediate control. This 
formed the commencement of the cost accounting 
system. It was gradually developed and it ultimately 
extended its authority, under my direction, to all 
departments of supply and manufacture. 

58. The cost accounting system was not estab- 
lished without difficulty. It called for the exercise 
of a good deal of tact on the part of those em- 
ployed, as well as firmness in their support. In 
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th© cours6 of time, however, it became accepted and 
worked without much difficulty as a matter of 
routine. 

We did in fact make allowances on the generous 
side for overhead charges in the case of the old- 
established munition firms ; but in the circumstances 
of the time I did not press inquiries in this respect 
so long as we obtained what we felt were fair prices. 
The prices that we accepted in (February, 1916, re- 
ferred to in paragraph 16, are evidence of this if 
they are compared with the costs as we found them 
in our own factories. 

59. The regular institution of a system of costings 
also lead to the revelation of waste in many 
directions and to a progressive improvement in the 
manufacturing methods. 

60. What the total of the savings effected for the 
State by the application of this system throughout 
the life of the Ministry amounted to in the aggregate 
I am not able to say, but it was undoubtedly a 
prodigious figure — certainly in the hundreds of 
millions of pounds. 

61. It cannot, I suggest, be questioned that a 
cost accounting department with similar powers and 
authority should be an essential paid of any de- 
partment of the State responsible for obtaining 
supplies— whether those supplies are obtained from 
state factories or from other sources. 

62. When we turn to the best methods of obtain- 
ing supplies for war purposes, we have to take 
account of the nature of the supplies themselves 
and of the extent to which they are identical with, 
or akin to, those required for civil purposes. It 
does not follow that, whilst, say, pig-iron is re- 
quired for a great number of purposes and at the 
same time is necessary for guns a,nd shells, we can- 
not for practical purposes make distinctions between 
the end products. It would, I think, ^ quite 
practicable to classify separately such munitions as 
are articles manufactured for, and only for, the 
purposes of war. I will refer to these later as 
Group A. 

63. In another elass there are supplies of a lethal 
type, such as some explosives and certain chemicals 
which are used in industry and are also of a type 
required for war purposes. It should, however, be 
remembered that some explosives required for \var 
purposes are different from those required in in- 
dustry. These will be referred to as Group B. 

64'. Beyond these there are many articles which 
are required in civil industry as well as in war 
without a change of form, such as, say, glycerine, 
alcohol and many other materials as well as certain 
manufactured articles like optical instruments, 
photographic apparatus and many more. 

The proportionate quantities of them that war 
necessities would call for may, and would in some 
cases, be very different for those of peace, but I 
suggest it would not be necessary for present pur- 
poses to regard them as munitions of war. 

65. It cannot be denied that nine months after 
the late war had begun, and when every effort had 
been made to make the system of reliance on private 
manufacture meet the nation’s need, that the system 
had proved to be a tragic and perilous failure. If 
we review the supplies forthcoming up to May, 1916, 
the only place in which deliveries had been up to 
promises was the national arsenal at Woolwich. 
(Par. 6.) In that case deliveries had exceeded 
anticipations whilst in the case of the chief munition 
firms deliveries were so terribly in arrear that the 
promises for delivery were a source of danger. 

So meagre was the allowance of ammunition for the 
armies in France that it is probably no exaggeration 
to say that defeat was only narrowly averted by the 
heroism of our soldiers under great disadvantages 
and by the success of our national arsenal. I know 
of no case in our history where a great industry has 
been so disastrous a failure in a time of need. 

66. IJp to May, 1915, the type of the munitions 
asked for had not greatly altered from anticipations 
except that there was an increasingly insistent 


demand for more. The tank and other inventions 
had not been developed, although the demand for 
trench warfare munitions (some of which the private 
malkers professed to bo able to supply) was increas- 
ingly urgent. Private manufacturers could not, 
however, in any case be held responsible for develop- 
ments that were unforeseen and should only be judged 
in the case of such supplies as they were presumably 
competent to provide. 

67. Their failure in this respect was, I think, neces- 
sarily consequent uponj the system adopted despite 
the fact that the inquiries of the Ministry’s experts 
revealed an unexpected degree of industrial ineffi- 
ciency in their works management in some cases. 
(See Etshibit C, para. 9 (c) ). 

68. An analysis of the case reveals the following 
three main reasons for the failure; — 

(a) The system encouraged a reliance \rpon a 
limited group of makers and accordingly 
restrained endeavours to make use of the manu- 
facturing capacity of others. 

(b) The firms themselves accepted orders in the 
hope, no doubt, that by strenuous efforts they 
would be able to carry them out, but it is cer- 
tain that these acceptances had not been 
measured by any expert and impartial examina- 
tion of their workshop capacities. Their own 
supplies of machinery and expert labour were 
quite insufficient. The fact that they made 
promises they were not able to fulfil and that 
the system necessarily encouraged the War Offire 
to rely upon those who made the promises is 
serious in itself, but I suggest that it is not 
reasonable to expect that private manufacturers 
should maintain machinery in their workshops 
in peace time that is not fully used. The anti- 
cipations often indulged in of their great 
potentialities of expansion in war time do not 
rest upon any serious examination of the nature 
of the industrial considerations involved. 

(c) The firms were unable to obtain adequate 
reinforcement of their manufacturing capacities 
either by sub-contracting or by their endeavours 
to obtain more labour, machinery and materials, 
and I believe these limitations are inherent in 
the system. They call for separate notice. 

69. With regard to sub-contracting the additions 
to siich supplies as the firms themselves were able 
to provide that were obtained in this way were less 
than might -have been anticipated and made no sub- 
stantial contribution to the total output. 

The reasons were threefold : — 

First : in the circumstances of the time the 
patriotic impulse of other firms was to prefer 
to manufacture for the state rather than for a 
major contractor. This disposition was mani- 
fested in the strong demand for a wider spread 
of war orders that had become very pronounced 
before the Ministry of Munitions came into 
existence. 

Second : Manufacture depends upon^ an ade- 
quate supply of precise drawings, specifications, 
gauges, etc., and these the major firms were 
unable to supply in any adequate measure to 
their sub-contraetors. Indeed, the shortages in 
these respects, especially in the supply of gauges, 
involved delays extending over three or four 
months after the Ministry was constituted before 
it was able to provide them in sufficient numbers. 
The provision of a supply of these critical key 
requirements beyond their own needs clearly 
cannot be expected to be the business of private 
manufacturers. 

Third : The placing of miscellaneous orders to 
fill the blanks in their own production created 
confusion in the processes of inspection and 
assembly and involved activities that were not 
in line with the ordinary work of manufacturers. 
It should be remembered that a completed article 
like a shell, for example, consists of a great many 
parts and the processes of co-ordinated assembly and 
inspection for the provision of completed supply are 
of vital importance. 
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The state of affairs that was found to exist can 
only he described as chaotic, and one cannot imagine 
how these sections of the work could possibly be 
efficiently managed except by a central organisation 
with full knowledge over the whole field. 

What applies to constituent manufactured parts 
applies with even greater force to the assembly and 
filling in an orderly manner of primers, gaines, shells, 
cartridge cases and the rest which make up a “ com- 
pleted round.” 

70. Reinforcement in labour, machinery and 
materials. 

Labour. — With regard to the reinforcement of their 
manufacturing capacity by obtaining additional 
supplies of labour the private firms were under 
special disadvantages. There was first the drainage 
that had taken place generally by enlistment. It 
included large numbers of skilled workers and gave 
rise to the efforts subsequently made to secure their 
return from the Army. Apart from this, an indi- 
vidual firm could only obtain extra labour by taking 
it away from another. The men naturally preferred 
if possible to work in their accustomed place, and 
their employers strove to obtain orders that iwould 
employ them. Even with the full machinery of the 
state, coupled with patriotic appeals, we met with 
only a small measure of success in the scheme after- 
wards known as the War Munition Volunteer Scheme. 

Machinery. — As with labour so with machinery. 
It was not possible, save at great cost and to a trivial 
extent, for one firm to obtain machines already in- 
stalled in the works of another. There was, of 
course, a great heaping up of orders for new 
machinery and new machine tools from established 
makers, but deliveries had to wait their turn and 
there was not, and in the nature of the case could 
not be, any arrangement that secured delivery 
according to any priority of importance. The posi- 
tion that was found is sufficiently indicated by the 
fact that the Ministry, as one of its earliest efforts, 
had to take a census of existing machinery and 
assume complete control over machinery and machine 
tool manufacture and supply, as well as their dis- 
tribution in relation to need. 

Materials. — So far as materials are concerned, if 
war should unfortunately arise it may be predicted 
with confidence that, as in the last war, the re- 
quirements for materials in many important respects 
would be widely different from those of peace time, 
both in regard to the relative quantity required of 
various materials as well as to differences in the 
form in which they would be required. The state 
would be compelled to take control both in order to 
obtain adequate supplies and in order to allocate 
them as required. Such action also would be 
necessary to safeguard the community against 
exploitation. 

71. It appears to me to be undoubted that the 
experience of the late War points not only to the 
desirability but to the necessity from the point of 
view of national defence of the establishment of a 
state department responsible for the manufacture 
and assembly of all munitions of war strictly so- 
called. I mean the articles manufactured for, and 
only for, the purposes of war which I have pre- 
viously referred to as Group A (paragraph 62). This 
conclusion is entirely apart from the grave considera- 
tions of national policy relating to the undesira- 
bility of manufactures of this kind being in private 
hands for the purpose of gain. 

72. There should, I suggest, be a single supply 
and manufacturing department for all war depart- 
ments, the following being some of the more pro- 
minent considerations: — 

(1) There were numberless instances of the 
difficulties, and sometimes waste, which arose out 
of different service departments seeking to obtain 
the same materials as well as machinery at the 
same time. Because of those difficulties the 
supply of materials and machinery became pro- 
gressively concentrated in the Ministry of 
Munitions. The advantages of unified responsi- 
bility are manifest, where imported supplies are 
concerned. 


(2) The disorder and possible waste and loss to 
the efficiency of supply are equally cogent in the 
case of manufacture either in national establish- 
ments or by private firms. The overlapping of 
orders and divided responsibility in the case of 
aircraft supplies is a striking example. 

(3) Similarly great economies as well as im- 
provements in manufacturing efficiency are 
obtainable through a costings system under 
unified and experienced direction. The difficul- 
ties that arose between the Ministiy of 
Munitions and the Admiralty over cordite prices, 
of which details can be supplied if desired, 
furnish an illustration of the losses that may 
arise from divided responsibility. 

(4) The processes of transport, assembly, in- 
spection and filling are those in which unless 
there is unity of direction there must be un- 
necessary delays and disorder. 

(5) The work of design and experimentation is 
inseparably associated with that of manufacture 
and supply, and, as the evidence has shown, 
serious difficulties and delays occurred during the 
first year of the work of the Ministry of Muni- 
tions, because design had not been associated at 
the start. The records of the Inventions De- 
partment of the Ministry (which can be supplied 
if desired) are a good example of how an alert 
central department can be directed to make use 
of and develop not only the suggestions of its 
own experts but those which come from outside. 
The cases in which this department assisted to 
bring up to a workable form suggestions often of 
quite humble people were very numerous. There 
were some thousands of cases great and small. 
It is certain that had it not been for these 
arrangements very many useful ideas would 
never have been made use of. The case of tanks 
referred to by Sir Eustace D’E.vnoourt — who 
was himself the chief designer in the Admiralty 

is an example of how a central department 
(the Ministry of Munitions was responsible for 
tank supply) was able to make use of and pro- 
vide facilities for the development and perfection 
of outside suggestions. The Stokes mortar is 
another example. 

(6) There is a final and most important reason 
for the existence of such central department as 
is here suggested, namely, that only by such an 
agency would it be possible to mobilise and 
secure the rapid utilisation of appropriate 
private manufacturing capacities to provide ex- 
pansion in the case of war. This consideration 
calls for suggestions as to how such a department 
would operate. 

73. — (1) The department would be responsible in 
peace time for the supply and manufacture in state- 
owned factories and establishments of all war muni- 
tions indicated in Group A (paragraph 62) and for all 
manufactures relating to chemical warfare that 
might arise in Group B.* (paragraph 63), and for 
such others as circumstances or new develoipments 
might bring into the category of productions for war 
use only. 

(2) It would manufacture and store such reserves 
as might be deemed necessary. The number of 
months of prospective war use which such reserves 
would be designed to cover would be conditioned in 
different cases by the rapidity with which supplies 
could be augmented in the event of war by the 
increase of state manufacture or by the mobilisa- 
tion of the resources of appropriate private manu- 
facture. 

(3) In the case of some specialised types of 
machinery it would probably be found desirable also 
to establish certain reserves for expansion purposes 
in the state factories since private manufacturers 
could not be expected to maintain them. 

(4) With regard to explosives referred to in 
Group B, it would, I think, suffice if the state de- 
partment manufactured the specialised supplies used 
in chemical warfare and only such explosives as were 

* Supplies of a lethal type, used both in industry 
and for war purposes. 
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required for its peace time activities and for reserve 
supply. For expansion in time of war, it should have 
appropriate arrangements with private manufac- 
turers, who normally produce allied products for a 
great variety of civil industries. 

(5) The department would require to take and 
keep sufficiently up-to-date records of the quantities, 
types and location of such machinery and materials 
as might be required for different purposes. 

(6) It would prepare and have available sufficient 
supplies of drawings, specifications, gauges, etc., as 
might he necessary to facilitate the expansion 
required. 

(7) It would have in readiness an appropriate 
classification of private establishments and be pre- 


pared with the necessary control orders in respect to 
them as well as in respect of materials supply. 

74. The above suggestions are derived from my 
experience at the Ministry of Munitions, and not 
merely from such small part of it as I have had 
space to set out in preceding paragraphs. The prin- 
ciples I have in mind could be applied to other 
types of munitions, including naval requirements, as 
well as to those with which I was more intimately 
concerned and to which I have referred above. I 
cannot foresee what questions will present them- 
selves to the Commission as regards the working out 
of my suggestions, but I shall, of course, be glad 
to answer any such questions to the best of my 
ability. 
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Exhibit A. 


Position of the chief manufacturers on 29th May, 1915. 
Shells only. Completed rounds not included.* 


Contractor. 

Vickers ... 

Armstrongs 

Firths (Washington) 

Firths 

Hadfields 
CammeU Laird... 
Projectile Co. ... 
Dick Kerr & Co. 


Promised. 

907,550 

1,020,925 

170,700 

71,300 

30,200 

42,800 

289,350 

73,600 


Delivered. Arrears. 
235,650 672,000 

308,090 712,000 

21,700 149,000 

17,450 53,850 

22,000 8,200 
6,200 36,600 

186,844 103,606 

14,400 69,100 


* Shells only are taken as being the easier to manu- 
facture. If “completed rounds” are included the position 
is worse. 

Exhibit B. 

Cyclops Steel and Iron AVorks, 

Sheffield. 

30th November, 1915. 

Sir, , , , 

We have the honour to refer to your letter 
94/S/676 dated 19th November, and to the inter- 
view when Mr. Allen and Major Handley were 
present which took place at your office on the 29th 

November. , 

At that interview we explained our interpretation 
of the position of the two contracts which have been 
placed with us, viz.: S/6980 and 94/S/6 for 18 
pounder High Explosive Shell. 


Our contention is that at the time the contracts 
were placed it was understood that supply was to 
continue for a period of not less than the duration 
of the war. In this connection we produced certain 
official correspondence and letters which have passed 
between representatives of this firm and officials of 
the War Office (by whom the contracts were originally 
placed) and of the Ministry of Munitions, and in our 
opinion, the documents support our view. 

On the other hand, it was pointed out to our re- 
presentatives that the clause empowering the 
Secretary of State for War to give notice to dis- 
continue delivery did not coincide with those views. 
Taken, however, in conjunction with the corre- 
spondence, as well as the recollection of statements 
made at personal interviews, we hold that this clause 
was inserted to protect us by making provision for 
the disposal of any stocks of material on hand, in 
the event of a sudden termination of the war and 
was on that account not intended to define or limit 
the period of the contracts themselves. 

Further, with regard to modification in the price 
of the shell, whidh your letter under reply suggests, 
it was pointed out that in our view the contract 
itself defines the price of each shell, for it states 
that the sum of £1 (one pound) shall be paid for 
each shell delivered after specifically named dates. 
This sum, as mentioned in the correspondence, is 
open to further consideration under certain con- 
ditions, namely : on the one part, if an unexpected 
rise or fall in wages takes place, and on the other 
part, should there be an unforeseen advance in the 
cost of material. 

In special connection with contract 94/S/6, we 
desire to add that definite sub-oontracte have been 
placed by us with four manufacturing firms, for 
which your approval was obtained. When placing 
these contracts, we understood that our relations 
with these four firms both as regards supply and 
price of shell would be governed by the conditions, 
as we understood them, of our main contract. Any 
alteration, such as your letter of the 19th instant 
suggests, would therefore act prejudicially towards 
the understanding existing with our sub-contractors. 

We therefore trust that the explanation given of 
our views of these contracts may be deemed satis- 
factory, and may be accepted as representing the 
conditions under which our 18 pounder extensions 
were proposed, erected and installed. 

As mentioned in our letter of November 22nd, 
and as explained at our interview, we desire to 
assist the Ministry in every way, and if the machines, 
.with any space that may be found available, make 
possible in our mvn works the substitution of 18 
pounder Shrapnel for 18 pounder High Explosive 
Shell, we shall submit a detailed proposal for your 
consideration . 

We are. Sir, 

Your obedient Servant, 

Cammell Laird & Co., Limited, 
(Signed) A. Handley, 

Director. 
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Exhibit C. 

(Armament Firms — Shell Prices.) 

Secret. 

Ministry op Munitions op War. 

Minutes of Meeting of Committee upon general 
problems arising in connection with expenditure 
of the Ministry. 

The Committee met again on Monday, 24th January, 
1916. 

Present: 

Mr. S. H. Lever. 

Hon. N. Charles Rothschild. 

Mr. John Mann. 

Mr. Frederick Palmer. 

.ittending : 

Mr. Arthur Collins, Secretary to the Com- 
mittee. 

The question of prices of shell to the Armament 
Firms was discussed and the following statement was 
approved ; — 

1 . Seduction in Shell Prices. — In the latter part of 
last year evidence had accumulated that prices 
originally paid and still current for shell were giving 
a more than liberal margin of profit to the manu- 
facturers. This was shown by actual costs sub- 
mitted by some of the contractors, mainly engineer- 
ing firms, who have taken up shell manufacture since 
the War. This conclusion was confirmed by the 
members of several district area organisations en- 
gaged in shell manufacture. Further, in December, 
1915, the costs of shell manufacture in some of the 
national shell factories became available. This 
accumulated information was closely scrutinised and 
table of costs was framed for each kind of shell. In 
arriving at these costs the production department 
was requested to base the calculations on a plant 
equipment of an average nature, in order to yield 
a rate of cost not so low as could be reached by the 
best practice, yet on the other hand, not as high as 
an ill-equipped maker might require to pay. 

2 . Armament Firms. — In the light of this informa- 
tion, intimation was given terminating all “ running 
contracts ” on the expiry of the prescribed notice — 
generally three months. The following armament 
firms were invited to quote reduced prices to take 


eflfect on the expiry of their “ running contracts ” 
and of other contracts terminating on a fixed date, 
namely : — 

Sir W. G. Armstrong Whitworth and Co., Ltd. 

Vickers, Limited. 

Thomas Firth and Sons, Ltd. 

Hadfields, Limited. 

The Projectile Co. (1902), Limited. 

Meetings have been held with each of the firms ex- 
cept Messrs. Armstrongs, who have so far not con- 
sented to discuss any reduction — probablj' awaiting 
the result of negotiation with the others. The 
general result of these meetings was that the firms, 
with the exception of Armstrongs, admitted that 
some reduction could be made, but it was evident 
that the views of the contractors as to prices were 
widely different from the views of the Ministry, based 
upon the cost of production. 

The contractors stated that they did not desire any 
unreasonable profit; the Ministry, on the other hand, 
offered a reasonable profit and followed ui) by sug- 
gesting that the contractors should submit their 
actual manufacturing costs in order that a reason- 
able profit might be arranged. In every case this 
suggestion was emphatically rejected although it was 
repeated on several occasions. Some information was 
ultimately submitted but it was obviously of little 
value and all really helpful information has so far 
been withheld. 

In no case has any reference been made to the 
powers being sought in the Munitions (Amendments^ 
Bill for investigation of books to ascertain costs. 

It may be mentioned that the firms were also 
asked to state what tho 3 ' deemed a reasonable rate 
of profit, not upon capital but upon the cost. Messrs. 
Hadfields, Ltd., intimated that they would be satis- 
fied with 10 per cent., while Messrs. Vickers, Ltd., 
suggested 20 per cent, upon cost. It is obvious that 
even 10 per cent, on production would represent a 
very high return upon the capital employed. 

3. Volume of Production. — Bearing in mind the 
urgency of an increased output of shell, the Com- 
mittee point out that the greater the volume of 
production the more the cost per shell will be reduced. 

4 . Early Prices and present Cost. — The following 
is a contrast between the prices paid at present to 
the five firms above referred to, and the table of 
costs : 



Estimated Cost 
(Average practice) 
-|- 10 per cent, for 
Contingencies. 

Prices proposed 
by Ministry. 


Armament firms present prices. 


SheU. 

Armstrong 

Vickers. 

Firth. 

Hadfield. 

Projectile. 


s. d. 

8. d. 

s. d. 

8. d. 

8. d. 

B. d. 

8. d. 

18 pdr. H.E. 

11 3 

12 6 

Not fixed. 

20 0 

— 

23 0 



4-5" H.E. (Mk. V. 

27 0 to 29 0 

34 0 

47 0 

62 0 

60 0 

63 9 

66 0 

and Mk. VI). 
60 pdr. H.E. 

42 4 

(-{- change over Is.). 
47 6 

60 0 

63 0 

70 0 

82 4 


6 inch H.E. 

61 0 

68 0 

80 0 

— 

99 0 

— 

90 0 

8 inch H.E. 
9-2 inch H.E. 

125 6 
193 0 

(-}- change over 6d.). 
142 6* 

210 0* 

262 6 

287 0 

U.S.A. 
240 0 

306 0 

296 0 

Shrapnel. 
13 Pdr. Sh. 

13 0 

14 3* 

(-f plant) 

16 0 



16 6 

18 Pdr. Sh. 

17 0 

18 6* 

17 6 

17 8 

— 

— 

20 0 

60 Pdr. Sh. 

51 5 

66 0* 

— 

67 6 

75 0 

— 

60 0 


* Not yet offered to Contractors. 


5. Contractors' Contentions. — The Armament Firms 
seek to justify their claims for a scale of prices higher 
than those paid to other firms on two main grounds, 
namely :■ — 

(a) that they have rendered special services 
to the Government by prompt delivery of shell in 
the great emergency at the outbreak of the War, 
and that they produce thoroughly high class 
work. This h.as been freely recognised and 
appreciated by the Ministry’s representatives, 


but it has been pointed out that the jirice.s— 
very generous prices — hitherto paid, have pro- 
vided full compensation for any such special 
a.ssistance. 

(b) that their establishment charges are 
necessarily vei-y much higher than those of aii 
ordinary engineering firm and of other manu- 
facturers making shells, because : 

(1) they have to support in some cases a 
costly world-wide selling organisation; 
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(2) they maintain an expensive general 
office and drawing office organisation; 

(3) that some of their chief departments, 
e.g., Armourplate, are not fully employed. 

In reply it has been pointed out that the depart- 
ments, other than shell making, doubtless yield a 
rate of profit sufficient to bear these special expenses 
and it is unreasonable to burden the price of shell 
with a rate of general expense which does not apply 
and is higher than that of other shell manufacturers. 
Further, it was argued that as results vary from 
year to year it is understood that ample reserves 
have l)cen accumulated to meet the abandonment or 
temporary suspension of the manufactures such as 
armourplate. 

There is reason to believe, although the point has 
not yet been raised, that in the case of Vickers, at 
least, the cost of world-wffie selling organisa- 
tion upon w^hich they have laid so much stress, has 
been amply met by the commission earned on orders 
placed in America for the British Government. At 
one juncture a contractor complained that the Minis- 
try was now compelling acceptance of prices lower 
than those paid in .peace times when costs were 
much lower. The obvious retort was made that such 
prices could not have been truly “ competitive ” 
prices such as those now offered by other makers 
notwithstanding the enhanced costs to them. 

6. Uniform Prices . — ^The suggestion was made that 
the same prices should be paid to all the firms re- 
ferred to, but there are obviously grave difficulties 
in adopting this course. For instance, some firms 
contend that they have special local difficulties, such 
as high piece-work rates, .which cannot be reduced, 
or again, in the class of the plant employed. Others 
have been assisted in the purchase of plant by large 
Government grants (in some cases repayable and in 
some not repayable). The Projectile Company claim 
that their labour costs are lower than the Sheffield 
rates, but they declined to admit this as a reason 
for accepting a coiTespondingly lower price. In 
short, a uniform price, while giving a fair profit to 
the least favourably situated contractors, would give 
an excessive profit to the most favourably situated 
contractor and therefore injustice would be done to 
one or other of the contracting parties. 

7. Present position of negotiations . — In every case 
the negotiations have reaOhed a stage where it 
rests with the contractors to give a decision as to 
submitting their costs or submitting fresh quotations. 
There is reason to believe that members of some of 
the firms have been approaching several departments 
of the Ministry, evidently with a view to bringing 
indirect influence to bear w'hich they hope maj' result 
favourably to them. It is obvious that if such over- 
tures are not discouraged the negotiations will be 
seriously prejudiced. 

8. Production uninterrupted . — In cases where con- 
tracts were on the eve of expiry, temporary renewals 


have been arranged on the agreement that whatever 
prices were ultimately fixed, such prices would be 
retrospective. In one case a relatively high price 
was agreed upon in order to prevent any interruption 
of production. All the firms have been told that it 
is the wish and desire of the Ministry to take full 
advantage of their utmost capacity on the under- 
standing that suitable prices will' be ultimately 
arranged, and there is no reason to think that there 
has been any slackening of production. If the 
analogy of wages disputes is extended to price dis- 
putes, the contractors may be required to continue 
full production during negotiation, just as they re- 
quire their own men to continue at work during 
wages arbitration. 

9. Conclusion re armament firms . — The only con- 
clusion that can be reached at present is that ; — 

(u) Past prices have contained an excessive 
profit which they are probably unwilling to dis- 
close. 

(6) Their system of cost accounting is in some 
cases incomplete and illusory and, if corrected, 
would disclose the actual costs. 

(c) The organisation and management of their 
works are inferior to those of other shell manu- 
facturers. 

10. Proposed procedure . — The procedure would 
therefore seem to be to adhere to the request for 
accurate recent manufacturing costs; verify them 
if necessary under the new powers and offer a reason- 
able profit of about 10 per cent, upon the ascertained 
costs. An alternative method which may be sug- 
gested is a co-operative form of contract which has 
proved acceptable to several of the new shell makers. 
Under it the shells are charged at actual cost with 
an addition of a fixed sum per shell to encourage 
production and to encourage economy, a proportion 
of the savings between the actual cost and a fixed 
maximum payment or standard price. A meeting 
with all the firms is nob desirable, but need not be 
refused if requested. Conditions seem to vary p 
much that separate negotiations are necessary in 
every case. 

11. TFm. Beardmore Co., UW.— With regard to 
Messrs. William Beardmore & Co., Ltd., the position 
is rather different, because from the beginning of 
the War they have been actively manufacturing 
various types of shells without any definite contract. 
Prices have now been agreed upon a substantially 
lower scale than those provisionally arranged and 
lower than the prices other armament firms were 
receiving. The Department was very fairly met and 
a scale of prices was adopted up to 30th J une, 1916, 
which under all circumstances was admitted to be 
reasonable. 

12. Becent contracts . — The larger shell contracts 
recently placed are : — 



Contractor. 

Output per week. 

Price. 




s. d. 

18 pdr. H.E. 

Austin Motor Co., Ltd. 

20,000 

12 6 


8,000 

12 6 



20,000 

12 6 (plus Is. for plant). 


Beardmore 

32,000 

12 6 (plus Is. 6d. for plant). 




s. d. 

4.5" H.E. 

Beardmore 

6,000 

40 6 (including plant). 

Humber, Ltd. 

4,000 

Cost plus bonus 



Maximum 42s. 6d. 


Standard Engineering 
Sheffield Simplex 

1,500 

8,000 

do 42s. fid. 

42 6 (less depreciation). 


S 2 


29226 
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13, lyistrict ATea Organisation . — A reduced scale 
of prices was issued on 5th January, 1916, under 


which the follawing contracts have already been 
placed: — 



Boards of Management. 

Output per week. 

Average 

Price. 

8. d. 

Total. 

Average 
per firm. 

IS Pdi- 

Coventry 

8,100 

676 

14. S 


Manchester 

33,500 

930 

14 OJ 


Leicester 

600 

150 

16 0* 


East Anglia (Total contract) 

150,000 


12 6 

4-5^Mk.V. 

HuU 

5,000 

625 

44 0 


Leicester 

4,000 

360 

46 3 


Coventry 

500 

600 

44 0 

4-5'Mk. VI. 

Leicester 

1,000 

350 

47 3 


Coventry 

400 

400 

47 0 


Blackburn 

1,500 

150 

Scale prices. 

6" H.E 

Blackburn 

900 

112 

82 6 


do. (new contractor) 

300 

300 

87 6 


Exhibit D. 


Minute of Meeting, Monday, 31si January, 1916. 
Present — 

Dr. Addison (in the chair). 

Sir Frederick Black, 

Mr. Lever, 

Mr. Hanson, 

Mr. Mann, 

Mr. Jenkins, 

Mr. Kellaway, 

Mr. Barlow. 

Sir Vincent CaiOard,'] 

Sir Trevor Dawson ^ Messrs. Vickers. 

Mr. Morris. 


Mr. Hichens 
Admiral Ottley 
Mr. Noble ... 
Mr. Clarke ... 
Mr. Jack ... 
Mr. Hoyle ... 
Mr. Cayley ... 


Messrs. Cammell Laird. 
Messrs. Armstrong, Whit- 
worth. 

Messrs. Hadfields. 

Messrs. Firth. 

Projectile Co. 


The representatives of the firms had been invited 
by Dr. Addison to attend in order that the Ministry 
might ascertain their views in regard to the prices 
of the more common types of shell, about which 
negotiations had already taken place with the indi- 
vidual firms. 

Dr. Addison said that there were three possible 
ways of fixing the prices for shells — 


(1) to agree on a uniform price; 

(2) to ascertain the cost in each case and 
allow an agreed percentage over it for profit; 

(3) a “ co-operative ” scheme, such as had 
been agreed on with some Scottish firms; the 
Ministry pays the cost of material and labour 
and the actual establishment charges plus a 
certain bonus i>er shell and, in addition, allows 
one-fourth of any reduction in cost below a fixed 
maximum charge per shell. 

He said that the actual costs of production in 
Government factories have been definitely ascer- 
tained. Mr. Cayley, Mr. Hichens and Mr. Jack 
urged the point that the cost of production was 
very much greater in an old-established firm than in 
a small new factory erected for one special purpose 
and that there were special charges, e.g. for experi- 
mental work, gun ranges, submarine testing stations, 
which should be taken into account. 


Mr. Jack added that some regard should be had 
to precedent. The War Office in peace time had given 
Hadfields millions of pounds worth of orders at 25 


per cent, profit which means really 33 per cent. 
Dr. Addison agreed that full allowance should be 
made for such costs of the kind mentioned as could 
properly be charged to the production of shells 
under consideration, but he could not admit that, 
e.g., any part of the cost of a submarine testing 
station should be included in the cost of shells. 

Sir Trevor Dawson suggested that the difficulty of 
agreeing on the amount to be allowed for establish- 
ment charges should be met by the Ministry accept- 
ing the statement of the firms’ auditors. He thought 
that Vickers, at any rate, had given all reasonable 
information to the (Finance Department. 

Dr. Addison said that he could not express an 
opinion on this proposal until he had seen it in 
writing. 

Messrs. Firths’ representative said that the firms 
are prepared to accept a smaller percentage of 
profit than in normal times, but that the Ministry of 
Munitions’ offers are below the minimum net cost of 
working. He and Mr. Hichens suggested the appoint- 
ment of a committee, including representatives of 
the manufacturers, to fix prices. The system of 
bargaining separately with individual firms is un- 
sound in principle. Dr. Addison said that he was 
not prepared to agree to the appointment of such a 
committee. 

After further discussion. Dr. Addison handed 
round a list of the prices of shells fixed by the 
Finance Department for deliveries up to the end 
of June, explaining that these were based on ascer- 
tained costs and were not to be regarded as minimum 
prices or as a basis for bargaining. Large firms had 
already taken substantial contracts at these, or in 
some cases at lower prices. In reply to inquiries he 
refused to give the names of these firms without 
their permission. He emphasised the point that it 
any firm was not prepared to take orders at these 
prices they must satisfy the Ministry that their 
reasonable costs were in excess of those on which 
the prices were based. Full information as to the 
Ministry’s costs will be placed at the disposal of 
any firm and allowance would, of course, have to 
be made in individual cases for any capital advances 
which might have been made. 

The representatives of the firms agreed to con- 
sider the prices among themselves and to come back 
with their observations on Thursday, February 3rd, 
at 3 o’clock. 

Dr. Addison referred to the urgent necessity for 
an economical use of labour both by the firms them- 
.selves and by their sub-contractors, and handed 
round advance proofs of the pamphlet illustrating 
the use of women’s labour. 
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Secret. 

Maximum Prices suggested for certain Types 
OF Sheul. 


H.E. Shells. 
2-76" ... 

13 Pdr 

18 Pdr 


29th January, 1916, 

Promised 
Weekly Output. 

1,000 

2,000 

2.000 and over 

1.000 

2,000 

2.000 and over 

3.000 

4.000 

6.000 and over 


Price. 

11s. 

10s. 6d. 

10s. 

11s. 9d. 

11s. 3d. 

10s. 9d. 

13s. 

12s. 9d. 

12s. 6d. 

33s. 6d.'l Add 6d. for 
34s. > change 

J over. 
Not fixed. 

60s. 

Not fixed 'j Add 6d. for 
£3 8s. Od. V change 
J over. 

£7 16s. Od. 

£10 10s. Od. 

£20 5s. Od. 


4-6" Mk. V 

Mk. VI ... 

60 Pdr. Mlc. V.... 

Mk. VI 

6" Mark XV ... 

„ XVI ... 

8" Mark III ... 

9-2" 

12 " 

Shrapnel. 

13 Pdr. Sh. 

18 Pdr. Sh. ... 

60 Pdr. Sh. 

Note.— On basis of Steel at £16, Bullets £44 per ton ; 
variations to affect prices corresponding. 

Prices based on Cost including 33i per cent, per 
annum depreciation on plant ; 10 per cent, on buildings 
and interest at 6 per cent, on working capital. Repairs 
to plant (exclusive of small tools separately allowed) at 
10 per cent. 

Prices are on the basis of steel at £15 per ton 
uncut for sizes up to and including 6 or 
£16 per ton cut into billets of not less than 43 lbs. 
For steel over 6" up to and including 9-2" £16 10s. 
uncut or £17 10s. cut into billets. For steel above 
9-2" £17 10s. uncut or £18 10s. cut. 


Price. 

16s. (17s. to 30th April to new 
contractor). 

18s. 9d. 

56s. 


Exhibit E. 

Ministry of Munitions. 

Estimate of saving resulting from recent negotia- 
tions as to iirices of Ordnance Cordite. 


1. The following statement shows the reduction in 
price per lb. of ordnance cordite agreed in respect 
of the Misk Factory as compared with 


(а) Pre-war prices. 

(б) Prices in 1915. 



Price 

per pound. 

Saving 

compar 

per lb. 
ed with 


Pre-war 

Price. 

Price 
in 1916. 

New 

Price.* 

Pre-war 

Price. 

1916 

Price. 


s. d. 

8. d. 

s. d. 

d. 

d. 

M.D.T. 20/10 
M.D. 16 and 

— 

2 9 

2 2 


7 

above 

1 lOi 

2 3 

1 8 

2i 

7 

M.D. 11 

2 0 

2 4J 

1 9 

3 

n 

M.D. 8 

2 0 

2 4i 

1 9 

3 

n 

M.D. 4i 

2 0 

2 4i 

1 9J 


7 

M.D. 2J 

2 2 

3 li 

2 2 

1 

Hi 


* Note. — (1) The new price includes a special allowance 
to Nobel’s Company of about Jd. per lb. for extra cost 


of carriage which it may not be necessary to allow to 
other contractors. 

(2) The new price as stated above does not include any 
allowance in respect of the risk as to loss from explosion 
which under the new arrangements the Minister is to bear. 

2. The average reduction compared with 1915 
prices may therefore be taken as 7'25d. per lb. 

In considering this figure regard should be had to 
the following facts:— The present cost of raw 
materials is 5d. per lb. of cordite in excess of the 
cost in the pre-war period and 3-2d. per lb. in excess 
of the eost in the latter part of 1915. 

3. The total production of cordite from private 
firms in the United Kingdom is expected to rise to 
5,473 short tons per month in the latter part of 1916. 

Ministry contracts ... 2,863 short tons per month. 

Admiralty contracts ... 2,610 short tons per month. 

5,473 short tons per month. 

4 . Id. per lb. on annual production by the firms at 
this rate will equal £547,000 per annum. 

Ministry contracts ... ... £286,000 per annum. 

Admiralty contracts ... ... £261,000 per annum. 


£547,000 per annum. 


5. The total saving in a full year on Ministry and 
Admiralty contracts when the result of recent 
negotiations is fully applied, taken at 7‘25d. per lb. 
on the above production, is on — 

Ministry contracts... ... ... £2,073,600 

Admiralty contracts £1,892,250 

Total ... £3,965,750 


Finance Department, 

Ministry of Munitions. 
18th May, 1916. 


Exhibit F. 

Ijondon and Eastern Counties Association 
of Controlled Establishments, 

32, Victoria Street 

Westminster, S.W. 
August 16th, 1916. 

Private and Confidential. 

Issued to all Members. 

Dear Sirs, 

Detailed manufacturing costs, and placing 
contracts without prices. 

I am directed to inform you that, in connection 
with the above matters, the Central Council hold 
the opinion that pending a settlement it is im- 
portant that all Controlled Firms should continue 
to resist all demands for detailed manufacturing 
costs, and should press on the Government that, save 
in cases of exceptional urgency, prices should be 
fixed before orders are placed. 

Yours faithfully, 

(Signed) Stafford Ransome, 

Secretary. 
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Exhibit G. 


Supply, etc., of all types of shell (thousand.s). 



1914. 

1915. 

1916. 

1917. 

1918. 

Empty shells. 

Government factories 
Munitions committees 
Trade 

Imports ... ... 

77-3 

168-1 

1,409-7 

520-3 

6,384-5 

8,022-4 

8,634-0 

9,839-3 

16,315-2 

41,848-5 

17,331-0 

17,233-4 

22,074-4 

27,533-0 

18,359-9 

16,757-0 

28,704-0 

18,330-0 

All sources 

245-4 

16,336-9 

75,537-0 

84,171-8 

82,150-9 

Filled shells. 

Government factories 

Trade ... ... 

Imports 

527-8 

5,079-1 

859-9 

1,487-3 

37,682-2 

8,177-7 

5,736-1 

66,320-0 

9,928-7 

11,428-0 

59,795-1 

7,644-2 

2,375-3 

All sources 

527-8 

7,426-3 

51,596-0 

87,676-7 

69,814-6 


V 





Expenditure on Western Front 

4,214-2 

33,504-4 

67,619-7 

62,243-5 


Exhibit H. 


Exhibit I. 


Report op Explosives Department on Raw 
Materials essential to the Department. 

Phenol. — U.K. production now about 5,000 tons, all 
urgently wanted for the manufacture of picric acid, 
nothing should be used for any other purpose except 
under extreme necessity. 

Toluol . — ^Whole production urgently wanted, at 
present small quantity being used for dyes, this will 
probably have to be stopped later. 

The above two products have been entirely under 
Government control for some time past. 

Benzol . — -Will probably sooner or later all be re- 
quired for explosive purposes, either for ourselves or 
Allies. Fairly large quantities are being used for 
the production of aniline dyes at present, this will 
probably have to be curtailed in the near future. 

Naphthaline . — Used for dyes and the preservation 
of skins and hides, while this is not used by our 
Government, it is used largely by the French and is 
of the utmost importance to them, their position 
should be protected. 

Glycerine . — It is probable that the whole produc- 
tion of the U.K. will be required for explosive 
purposes. 

Cotton Waste . — Very large quantities will be 
required. 

Nitrate of Soda . — Very large quantities are re- 
quired for nitric acid making, and otherwise in the 
manufacture of explosives, and a considerable reserve 
is now being held by this Department but it is not 
desirable to draw upon this if it can be avoided. 

Caustic Soda . — ^Large quantities will be required 
shortly for the manufacture of synthetic phenol. 

Pyrites . — ^Large quantities will be required for the 
manufacture of sulphuric acid. A considerable re- 
serve has accumulated in this country by the Depart- 
ment. 

Potash and its compounds . — Large quantities are 
required for gun-powder and also for various ex- 
plosives. The supply of potash is very short. 

Acetone . — The whole production will be required 
for explosive purposes. 

Aluminium . — This Department needs large quanti- 
ties of the powdered and granulated qualities. It is 
however covered by purchases to the end of 1916 as 
regards the former (according to the present scale 
of production), and to the end of the year as regards 
the latter. 

(Signed) R. Southern Holland. 
Explosives Department, 

Ministry of Munitions. 

16/7/15. 


Gentlemen, 


Ministry of Munitions. 

24th July, 1915. 


The Army Council, by an Order dated May, 1915, 
instructed you to divide all orders for machine tools 
into two classes, “ A ” and “ B,” and instructed you 
to give precedence to Class “ A.” 


A subsequent Order of the Army Council further 
instructed you to accept no orders for machine tools, 
except for British and Allied Governments, their 
contractors and sub-contractors, without the ex- 
press permission of the War Office, and further 
instructed you to make certain returns as to work in 
progress. 

In view of the continued heavy demands for 
machine tools for the manufacture of munitions of 
war, it has now become necessary for the Minister 
of Munitions, in the exercise of the powers conferred 
on him by the Ministry of Munitions Act, 1915, and 
by the Ministry of Munitions Order, 1915, and with 
the assent of the War Office, to assume more com- 
plete control over the machine tool trade of the 
countrj’. 

I am, therefore, to instruct you that, from this 
date, you are to accept no orders for machine tools 
from any government, person, or persons whatsoever, 
other than the Minister of Munitions (or such De- 
partment or Departments of the Ministry of Muni- 
tions as the Minister may authorise), the Admiralty, 
or the Army Council, except with the express con- 
sent of the Minister of Munitions (or such Depart- 
ment of the Ministry of Munitions as aforesaid). 

I am further to instruct you that you may, at the 
discretion of the Minister (or of such Department as 
aforesaid), be required from time to time to suspend 
or divert any work of any description which you may 
have in progress, or to cancel any orders which you 
may already have received. 

I am. 

Gentlemen, 

Your obedient servant, 

H. Llewellyn Smith. 


Exhibit J. 


D.G.M.S. D.D.G.A. 


19th April, 1916. 

National Shell Factories. 

Central Purchase. 


The question of purchasing machine tools for the 
national shell factories appears to me to be the 
much bound up with the purchasing of tools for 
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other national purposes, such as the national pro- 
jectile factories, filling factories, gun factories, 
small arms factories, torpedo factories, and with 
purchases for the Admiralty and for private firms 
and companies who are employed on urgent war 
work. 

At present the supply and distribution of all the 
machine tools made in the country, or purchased 
from abroad, is controlled by the Machine Tool De- 
partment, which has the power of controlling the 
acceptance by makers in Great Britain of all orders 
for machine tools from whatever source they may be 
received. 

When obtaining machines for national shell fac- 
tories, it is frequently possible to divert to the shell 
factories machines already purchased by the Minis- 
try, or put in hand by the machine tool makers for 
other requirements which may not be ready to receive 
the machines. 

One of the objects of the Machine Tool Department 
is to secure that all machine tools made are put to 
work as early as possible, so as to get the earliest 
attainable production. The national shell factories 
are thus frequently provided with machines origin- 
ally intended for other factories, this being possible 
owing to the fact that the requirements of all fac- 
tories of whatever kind are continually under the 
eye of the Machine Tool Department. 

At the present time the Machine Tool Department 
acts as a general clearing house for machine tools, 
and I think should be permitted to continue to act 
as such in obtaining machine tools for National 
shell factories. 

The Machine Tool Department has, in the past, 
worked very harmoniously with D.A.O. and has re- 
ceived great and valuable assistance from the Area 
Engineers attached to A.M.3, and my view is that 
the desired “ central purchase ” already exists. 

With regard to the future, the greater part of the 
purchases of machine tools for the national shell 
factories have already been made, the remaining 
purchases being mainly for the purpose of balancing 
plants, replacing machines worn out, or replacing 
unsuitable machines, and providing for such exten- 
sions of output as may be sanctioned from time 
to time. 

I give below a brief outline of the method of 
purchasing machine tools for national shell 
factories : — 

The requisition is usually received, in the first 
place, from the factory and is in all cases referred 
to the Area Engineer for his approval. If the 
Area Engineer and the Machine Tool Department 
approve, arrangements for the purchase are made 
by the Machine Tool Department, the actual order 
being placed by the factory. D.A.U. are frequently 
consulted in these matters and the advice and assist- 
ance of D.A.O. is always welcomed. 

The prices at which orders for machine tools are 
placed are always investigated, and the Machine Tool 
Department, in many cases, has enabled substantial 
reductions in cost to be obtained. 

Records of the numbers of machine tools already 
delivered to each factory are now being compiled 
by the Department, and the intention is to keep 
continuous records of all machines delivered and 
yet to be delivered, so that the exact position of 
each factory may be known from week to week. 

Inspectors are stationed in the various districts 
whore the machine tools are made, who constantly 
visit the makers’ works and report progress, and, 
in many cases, arrangements are made to assist 
those who are backward by transferring part of their 
orders to other firms who are in a more favourable 
position to deliver. 

(Sgd.) P. V. Vernon, 

AM. 5. 

19,4,16. 


Exhibit K. 

Economies. 

The matter of economy effected by the Ministry 
is a wide subject but I take it you simply want a 
few heads which can form a basis for argument. 

1. National Factories . . . k 

2. Co-operative Contracts. — A statement- is 

attached in regard to the “ Glasgow Shell Scheme ” 
which was a scheme instituted by the Ministi’y under 
which contractors were piaid on a basis of cost with 
a bonus for keeping cost low. You will see that the 
contractors have produced big shells at a cost of one 
and a quarter millions which at contract prices 
ruling would have cost one a half millions, i.e., a 
saving of a quarter of a million in very much less 
than a year, on a capital of half a million. 

3. Beduction of Contract Prices. — A further state- 
menk* * is attached showing reduction effected in the 
price of shells to principal armament firms. It will 
be realised that the principal cut occurred early in 
1916 but the prices have again been reduced and this 
will result in a saving of half a million pounds as 
compared wdth 1916 figures notwithstanding the very 
large rises in wages which have occurred in the 
meantime. A further statement* is attached show- 
ing the result of certain negotiations in regard to 
contracts for filling gun ammunition. You will see 
that these negotiations have resulted in a saving 
at the rate of £370,000 a year. This, of course, 
is only typical of negotiations which are constantly 
in progress and they are dependent almost entirely 
on the excellent results which we have obtained by 
examination of contractor’s costs. 

4. Cost Examination. — Investigations have been 
made into the cost of certain goods and services 
carried out by contractors for the Ministry. Be- 
tween four and five hundred of these investigations 
have taken place and the results are of inestimable 
value both in negotiating with contractors and for 
the purpose of forcing prices down. For example, 
after a recent examination into the cost of brass rod 
and brass stampings the firms interested in this work 
agreed to a reduction of prices which has resulted in 
a saving at the rate of £300,000 a year. Important 
reduction in prices asked by contractors for air- 
craft material have similarly been effected and the 
princiijle is now being applied in every branch of 
the Ministry’s work to effect reduction in the cost of 
goods obtained by contract. 

5. General Besult. — In our estimates for 1917-18 
we have taken as the cost of gun ammunition a total 
of £413,000,000. If we had estimated the cost of the 
same quantities of this ammunition at the prices 
ruling in March, 1916, the total would have been 
£456,000,000 which shows a reduction of £43,000,000. 
This saving is notwithstanding the increased cost of 
labour which on a very very rough calculation is 
estimated to represent another £28,000,000. The 
net saving of £43,000,000 is due (1) to reduction in 
contract prices £10,000,000, (2) to more extendeil 
use of amatol and an increased proportion of 
ammonium nitrate in the amatol £21,000,000, and 
(3) to the supersession of brass by iron £12,000,000. 


‘ Omitted. This subject has been dealt with in 
paras. 19, 20 above. 

= Omitted: the effect of the statement is sum- 
marised in the text. 

® Omitted : see paras. 13-16 above. 

* Appended hereto, as examples have not previously 
been given. 
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Appendix to Exhibit K. 
Filling Contracts. 


Particulars of Savings on certain Contracts made during six months ending 3Ist Alarch, 1917. 


Con- 

tractor. 

i Operations. 

Original 

Price. 

Unit. 

Cost. 

Price agreed 
as result of 
investigations 

Average 

weekly 

output. 

Saving per 
annum if 
output 
maintained. 



! £ 

s. 

d. 


1 

£ s. 

d. 

£ s. 

d. 

1 

£ s. 

d 

» A. 

Filling Fuses 

1 

4 

0 

100 

10 

11-86 

12 

0 

1 21,000 

6,552 0 

0 


h'llling Gaines 

1 

14 

0 

100 

9 

5-03 

10 

3 

17,000 

10,718 0 

0 


Assembling Fuse to 


18 

0 

100 

14 

5-86 

15 

11 

15,000 

812 10 

0 


Gaine. 












B. 

Making and Filling 

2 

9 

0 

1,000 




1 1 

3 

100,000 

7,215 0 

0 


1-7 Dets. 












C. 

Gaine No. 2 

1 

5 

7 

100 

17 

0-74 

19 

9 

14,000 

2,123 0 

0 


Primers No.l,M.II 


11 

3 

100 

7 

6-35 

8 

7-75 

22,000 

li513 0 

0 


T. Tubes, Mk. N ... 

1 

1 

11-50 

100 

12 

4-74 

14 

1-50 

35,000 

7,128 6 

8 

D. 

iblb. Block Charges 

1 

7 

1 

100 

13 

7 

17 

0 

170,000 

44^668 6 

8 


10 mesh Amatol ... 

1 

0 

0 

lOOlbs. 

4 

7 

8 

6 

34,000 lbs. 

10,166 0 

0 


C.E. Pellets for 

1 

0 

10 

100 

12 

ii 

13 

6 

45,000 

858 0 

0 


Gaine. 












E. 

4- 5“ Cartridges 

12 

15 

0 

100 

10 9 

3-57 

11 15 

0 

11,600 

6,980 0 

0 


Cordite. 












F. 

Filling 4- 5" Lyddite 

18 

16 

8 

100 

5 3 

7 

7 18 

4 

20,000 

113,536 16 

0 


Shells. 













Making and Filling 

26 

7 

7 

100 ! 

12 1 

7-25 

15 0 

0 

20,000 

118,341 12 

0 


4 • 6" Cordite Cart- 




I 









ridges. 




i 









Assembling 4-5" 

4 

12 

5 

100 } 

1 17 

0-75 

2 6 

1 

20,000 

26,656 13 

4 


Rounds. 




1 









18 Pdr. Cordite | 

7 

2 

7 

100 ' 

4 14 

3 

5 16 

0 ! 

5,000 

3.585 0 

0 


Rounds. j 













Primers ... 


14 

4 

100 , 

7 

5 i 

9 

0 

50,000 

6,282 0 

0 


T. Tubes ... 

1 

2 

4 

100 ; 

13 

8-50 

17 

6 

25,000 

3,140 0 

0 


1 




i 

i 


1 



£ 

369,176 4 

8 


Exhibit L. 

Minutes of proceedings of the minister’s sixth 

FORTNIGHTLY MEETING WITH HEADS OF DEPART- 
MENTS. 

Ministry of Munitions, London, S.W. 

Monday, 1st January, 1917. 

The Rt. Hon. Dr. C. Addison, M.P. in the Chair. 

The Minister Gentlemen. Perhaps you might be 
interested to have a digest of the Report which has 
come in as to the German effort in the production 
of munitions. It appears that orders have been 
given to double a large number of munition factories, 
and the general programme aims at increasing the 
output of guns five times. One of their chief diffi- 
culties has been the shortage of labour, but they 
have called back a large number of skilled men from 
the colours, and they are greatly increasing the num- 
ber of women employed in munition factories, and of 
course they are importing, as you know, a number 
of Belgian, Polish and French civilians. The machine 
tool trade in Germany is more active now than it 
has ever been before during the course of the War. 
Several new factories are now being got on with, 
apart from the additions to existing factories. At 
present their daily output of shell (I think this 
includes Austria too) is about half a million, and 
their programme is to double that daily output. 

Colonel Milman: A million a day? 

The Minister : Yes. 

Sir Alexander Roger : Is that the programme of 
the Central Powers? 

The Minister : That includes Germany and Austria. 
Bulgaria and Turkey do not count much in shell 
production. 

Sir Alexander Roger: But that applies to both of 
them? 

The Minister : Yes. Apparently there is no short- 
age of raw material now, but what there may be 
when they double their shell output I do not know. 


General Jiingham : Except ingredients for making 
high grade steel. 

T/ie Minister : I think they are short of tungsten, 
and some of those things, but they get them from 
Norway and Sweden, do they not? Our information 
is that it is not anticipated that they will be held 
up for raw material. They are converting a large 
number of factories in Austria to various purposes 
connected with the war — glass, earthenware, wood 
factories, and so on. During the last quarter they 
have increased the number of workmen at Essen by 
26,000 or thereabouts. There is a great demand for 
molybdenite, and there is a shortage of rubber. How- 
ever, I think that is a sufficient summary to show 
you gentlemen that the Ministry of Munitions has 
got to keep its coat off. 

Now let me take the minutes of the last meeting, 
which, of course, have been circulated. I do not 
know whether anything arises out of them. Smoke 
mixture and chemical shell are our fortnightly 
friends. Have you anything to say on smoke mix- 
ture, Sir Alexander ? 

Sir Alexander Roger: The difficulty in connection 
with smoke mixture so far as supply is concerned has 
not yet arisen, because we have not had so many 
shells to take up the smoke mixture. We are still 
waiting for shell a good deal. 

The Minister: How about the 4-inch bombs? 

Sir Alexander Roger : That has really turned the 
corner I am thankful to say. The supplies of 4-inch 
bombs ought to come in now as we anticipated. 

General Bingham : 5,000 a week. 

Sir Alexander Roger : It has not reached that yet, 
but it is very much on the way. 

The Minister: Have you any alternative smoke 
mixture which does not require aluminium? 

General Bingham : No, there is not one. We have 
tried zinc powder, but it is no good. None of the 
chemists can seem to see anything which will really 
take the place of aluminium and KNO^ in the 
mixture. 
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The Minister: Is there any further progress in 
regard to diminishing the amount of amanol? 

Mr. Price : It is a question of makingl arrange- 
ments for edge runners. The factories which make 
the amanol have not the edge runners which the 
present specification demands. S. of R. is going to 
see whether amanol made without edge runners is 
satisfactory. 

General Bingham: We are actually getting stuff 
for trial. 

The Minister: How much aluminium will tha't 
save? 

General Bingham : As a rule you have 17 per cent, 
of aluminium in amanol, and we were trying to 
reduce it to per cent. This will not take it away 
-altogether. I do not know the quantity it will save. 

Sir Alexander Ttoger : We use about 2,600 tons a 
week of amanol. 

The Minister: What is the proportion? 

Sir Alexander Eager : 17 per cent, is 400 and some 

• odd tons. 

The Minister: It would nearly meet the smoke 
mixture demand, would it not? 

General Bingham: At present, but I am perfectly 

• certain that the smoke demand is going to increase 
very largely. They had a very successful go the other 
day with it. 

The Minister: How is phosphorus going on? 

Sir Alexander Eager: Quite well. I made a report 
to you about it to-day. The arrangements are well 
in hand, hut you must not expect an increase in the 
quantity of phosphorus in less than 6 months. 

The Minister : Oil supplies. I might report to the 
meeting that after seeing Mr. Burton Chadwick, Sir 
Frederick Black, Sir Ernest Moir, and other gentle- 
men, it was quite evident that there was a serious 
wastage of oil going on between the different 
Oovernment Departments. Mr. Burton Chadwidk 
-and Professor Cadman put up a scheme which would 
result practically in the formation of one oil organisa- 
tion, for distribution and making the best use of 
our supplies. One very illustrative fact emerged, 
which was that they produce, I forget how many 
thousand tons, nearly a hundred I think, in the 
Scottish shale oil distilleries, of creosote. Is that 
right. Sir Ernest? 

Sir Ernest Mair : Yes. 

The Minister: This stuff is sent mainly in tank 
wagons to the South of England, but at the same 
time the Admiralty is importing creosote from some- 
where or other on the West coast and sending it by 
tank wagons to Aberdeen. It happens to be dealt 
with by two different departments. I think there are 
other illustrations of that. 

Sir Frederick Black : Yes. 

The Minister: They are not so much to the point 
.as that, perhaps, hut still we hope to get the oil 
organisation properly centralised. Are there any 
points arising out of the minutes of the last meeting 
which anybody wants to raise? 

The first point on the agenda is the Report on 
Metal Supplies and Requirements. I am glad to 
say that I have received a report from the Metals 
Economics Committee, which, if it receives the bene- 
diction of the Ordnance Committee and is put into 
effect, should result in a saving of a very large mass 
of copper. I will not state the figure now in case 
we should he disappointed afterwards, but it is a 
very large amount. I will deal with these points on 
which I have one or two questions to ask. Brass. 
We will take with that the proposed Copper Order. 
It was suggested that we should have an Order, of 
which Sir Worthington Evans should put up to me 
a draft (which I am afraid I did not think went far 
enough) which proposed to limit dealings in copper 
and brass. Would it not be desirable to have some 
machinery for ascertaining stocks other than those 
which have been allotted priority certificates. The 
■scheme as I understand it (Sir Worthington Evans 
will correct me if I am wrong) is that a man should 
declare the amount which he has other than that 
covered by certificates. 

Mr. Llewelyn : Wo have altered that. 


Sir W orthingtan Evans : It has been re-drafted 
this morning, and, in accordance with your view, it 
is now not merely a declaration of the balance, hut 
it is a declaration of the gross total, showing 
separately how much has either been sold for the 
purpose of A. and B. certificate work, or if the copper 
is in the works of the refiner who also does the 
following processes, how much has been allocated for 
those following processes, A. and B. work, and then 
the balance. So that the returns made to you will 
show three things : the first section will he for A. 
and B. work other than in the owners’ works; 
second, how much has been allocated in the owners’ 
works for A. and B. work; and, third, the balance 
left. I think I ought to tell you that Mr. Budd 
thinks that that return, unless read with knowledge 
of the people who make the return, may become 
misleading, because it will he almost necessarily 
guess-work on the part of some of the people who 
make the return, but, on the whole, both Mr. 
Llewelyn and Mr. Budd finally agreed that the Order 
should be in that form. 

Mr. Llewelyn: I think Mr. Fielding will probably 
be able to tell you better than I can, but there is a 
certain amount of copper which cannot be considered 
as available — I mean copper in the furnaces. They 
may return their stocks of so many hundred tons of 
copper, and yet in one furnace alone there may be 
100 tons at the bottom which is never available. I 
think that is the idea Mr. Budd has in his mind. 

Sir Warthingtan Evans: Read intelligently, the 
return will tell you what the three classes are, but 
read as totals it might he misleading. 

Mr. Fielding : Each refiner will make a note 

“ Such and such a proportion is in furnace bottoms 
and is not available ”, but the whole thing will not 
amount to 5,000 tons in the whole of England. 

The Minister: What about manufacturers’ stocks, 
Mr. Fielding? Do they amount to anything? 

Mr. Fielding: Current stocks? 

The Minister : Yes. 

Mr. Fielding : All the refiners will have large 

stocks, and all the manufacturers will have stocks. 
The Minister: You will get details of that? 

Sir Warthingtan Evans: Yes the Order covers 

that. 

Mr. Ellis: And the metal brokers as well. 

Sir Warthingtan Evans : The dealers have already 
made a return, but I think this return will be really 
inclusive of previous returns. It will be a new re- 
turn covering everything. 

Sir Ernest Mair: What about the swarf in the 
shell factories? 

Sir Warthingtan Evans: Whoever owns swarf has 
also to make a return. 

Sir Ernest Moir: It is a difllcult thing. 

Sir Worthington Evans : It will be. You wiU ha've 
to read the return intelligently, because some of it 
will be more or less guess-work. 

Mr. Llewelyn: That is a separate organisation. 
We have been dealing with copper swarf for months 
past. 

Sir Worthington Evams: The Minister will get 
what he wants— a comprehensive return as of a date, 
and if that is read intelligently it will be all right. 
If you read it as gross totals without any deductions 
you might find it an overstatement of the actual 
available stock. 

Sir Ernest Moir: Is this to be made monthly? 

Sir Worthington Evans: Yes, and the end of the 
year is the first month. If that Order is approved, 
and I gather it will he approved, it will he in the 
Gazette to-morrow. 

Mr. Ellis : Will it prevent people from making 
copper kettles? 

Sir Worthington Evans : I am not sure what A. 
and B. work is, but I am sure it does not cover 
copper kettles, so I do not think the Order will. 

Sir Ernest Moir : What about the copper equiva- 
lent in brass scrap? Is that dealt with. 

Mr. Llewelyn: We had a long talk about this on 
Saturday, and a proposition is going to be put to 
you with regard to copper kettles and brass used 
in fenders, and things of that kind, the idea being 

T 
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that Mr. Dliamberlain is going to suggest that 
certain trades are not essential. That will auto- 
matically cut out' some of those, but in the mean- 
time .with regard to brass which we are getting 
back now, we know we are getting a very large 
proportion, except in those particular trades. To 
give you an idea of the quantity of swarf which is 
coming back at present, practically a third, or over 
1,000 tons per week of brass scrap and swarf is now 
being recovered and is going into munitions. 

The Minister: We had a meeting on this in my 
room about a fortnight ago or thereabouts, and I 
remember that some of you gentlemen were appointed 
to draw up a scheme for recovering the whole of this 
brass scrap, ascertaining its amount, and so on. 1 
think we had better defer this until they have put 
up their scheme. Now aluminium. 

Mr. Llewelyn: With r-egard to aluminium, we 

have rationed it. We have sent out circular letters 
to each of the particular departments using 
aluminium, telling them we shall only be able to 
allow them so much. 

Sir Frederick Black : They have not actually gone 
out. 

Mr. Llewelyn : They have gone out of my depart- 
ment. 

Sir Frederick Black : They are being printed. 
They have gone from you. 

The Minister: These are the deficits for the first 
half of 1917. I will only give the thousands and not 
the odd tons. Brass, 28,000 tons; spelter, 11,000 
tons; aluminium, 5,000 tons; lead, 70,000 tons; high 
speed steel IJ thousand tons; wolfram and scheelite, 
1,000; silica bricks, 775,000 units. What is a unit? 

Mr. Edgar Jones: That would be the numbers. 

The Minister: What is the limiting factor of these 
bricks — labour? 

Mr. Llewelyn : I believe so, but Mr. Hunter is 
dealing with that. 

Mr. Hunter: Yes, labour. 

Mr. Duckham : Entirely labour. 

The Minister: How is the scheme getting on for 
getting these reserve men transferred to silica brick 
works ? 

Mr. Kent : The silica brick position is that there is 
not a very big demand. I have not got the figures 
with me, but I think it is a few hundred. 

Mr. Llewelyn : The point is that German prisoners 
have been put into ganister works, and they have 
relieved it. 

Mr. Kent : The position with regard to ganister 
works and so on is very difficult, because the Home 
Office look upon that work as their pigeon and not 
the Ministry’s. Ganister work is nearly always in 
conjunction with coal, and anybody who works below 
ground in coal mines, etc., is the Home Office’s job 
and not the Ministry’s. We did release a certain 
number of soldiers tor working ganister, but as soon 
as it was done we were threatened with a general 
strike if the releases were not cancelled. 

The Minister: Ganister is not the same as silica? 

Mr. Kent : No. 

Mr. Duckham : It is absolutely labour shortage. 

The Minister: Is it the making up of the ganister 
into silica bricks, or is it in getting the ganister? 

Mr. Hunter : I think it is both. 

Mr. Kent : Yes, both. 

The Minister: Have you any statement of what the 
shortage is on the ganister side of it? 

Mr. Kent : I have, but I have not the figures with 
me. I can let you have them. With regard to the 
ganister works, and the iron ora mining, and so on, 
it is very difficult, because the Home Office say it is 
their work. I think it is a matter I shall have to 
bring before you. 

The Minister : I think so too. Mr. Kellaway has 
made a note of it, because we cannot be held up like 
this. How about releasing men for silica brick 
works ? 

Mr. Kent : The names are all with the War Office, 
but the releases are very slow. I think all the men 
in the Home Forces have been released and the 
balance is overseas, and it is very difficult to get 
them out. 


Mr. Edgar Jones : Mr. Hunter’s department has 
done a lot lately to get labour-saving machinery in. 
old works, and he is getting an increased output from 
the present works. 

Mr. Hunter: We are doing all we can in that 
direction. 

The Minister : Are these 775,000 bricks a big item? 

Sir Woi-thington Evans : It is about 12 per cent. 

The Minister: Now propellant supplies in the first 
half of 1917. How are shipments going on? 

Sir Frederick Nathan: They are going on fairly 
well. Unfortunately we have had to put one boat 
which was very long overdue down as lost I am 
afraid. It contained about 160 tons of nitro-cellulose 
powder, and about 150 tons of acetone. The require- 
ments of nitro-cellulose powder for Great Britain for 
the first six mouths of this year amount to 44,725 
tons. Against that there is a gross total of 54,154 
■tons, or a net total, taking olf 10 per cent., of 
48,739 tons. 

The Minister : You mean to say that is shipments 
and one thing and another? 

Sir Frederick Nathan: That is what is due in this 
country during the first six months of the year. 
Taking the figure of 48,739 tons, it leaves a surplus 
of 4,014 tons, but on the other hand, 6,000 tons of 
the 48,739 are for the Allies. However, the Treasury 
have not given sanction for the allocation of that 
quantity to the Allies so that it would give us a 
surplus of 4,000 odd tons, but there would be a 
deficiency if the 6,000 tone go to the Allies of 2,146 
tons on the total programme. 

T/ie Minister : How is that being made up — by 
Naval supplies? 

Sir Frederick Nathan. That is the nitro-cellulose 
position. 

The Chairman : I know. The Navy was going to 
give us something. 

Sir Frederick Nathan: There is a surplus, if the 
Treasury decision holds, that the 6,000 odd tons 
allocated to the Allies is not to go to them. 

The Minister : I think we should proceed on the 
assumption that it will be. How does the cordite 
help us out? 

Sir Frederick Nathan : It helps us out in this way. 
The cordite requirements are 41,7i0, and the avail- 
able supplies, after deducting 20 per cent., which is 
the usual figure based on experience, are 45,596 tons. 

The Minister: Does that include Naval cordite? 

Sir Frederick Nathan : That includes Naval 

cordite. 

The Minister : The whole of the Naval output for 
the first six months of the year? 

Sir Frederick Nathan : Yes. That gives a surplus 
of 3,886, so that the position a little more than 
balances. The Navy have not yet formally notified 
the arrangement, but I am told that the.y are going 
to agree to our receiving the output of all the Naval 
trade firms with the exception of Messrs. Curtis and 
Harvey. 

The Minister: For the first six months of the 
j'ear ? 

Sir Frederick Nathan : For the first six months of 
the year. 

The Minister: You are getting it now, anyhow. 

Sir Frederick Nathan : I have not seen the letter, 
but I do not think they have put any limitation on 

’■fc. 

The Minister: I thought they agreed to January 
and February. 

Sir Frederick Nathan: 'We have 4,000 tons— that 
is already agreed, and we are getting it — but in 
addition to that, up to the end of June we should 
get another 5,600 tons from Naval capacity. 

Mr. Ijayton: Does the 45,000 include the Navy? 

Sir Frederick Nathan: The 45,000 include 5,636 
which we estimate we shall get from Naval firms, 
with the exception of Curtis and Harvey, during the 
first six months of the year in addition to the 4,000 
tons they have already allotted to us. 

The Minister : I suppose otir stocks of nitro- 
cellulose are about down to bone, are not they? 
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Sir Frederick Nathan : No, in the magazines and 
at the factories we have got round about a month 
or five weeks’ supply. 

The Minister-. How much have you got, Colonel 
Milman ? 

Colonel Milman-. I have not had time to look up 
the figures to-day, but I do not think we are very 
happy. 

Mr. Price -. The stocks have gone up. 

Mr. Layton -. They are better than they were in 
November. 

The Minister : Are they better than they were 
when we had our horrid shock p 

Colonel Milman : Yes. 

The Minister -. What about the proposed improve- 
ments. I remember that Mr. Quinan was quite 
hopeful about increasing the percentage of output 
from the existing works. 

Sir Frederick Nathan : I have taken into account 
everything which we can expect to get. 

The Minister : What sort of increase are you going 
to get by these new methods? 

Sir Frederick Nathan-. So far as we have gone, 
it looks as if we should get an increase of about 30 
to 35 per cent, on the home output. 

The Minister: Is all that 30 per cent, included? 

Sir Frederick Nathan: So far as we can get it 
during the first six months. It will take time before 
the factories work up to their increased output. It 
means additional buildings, plant and so forth. So 
far as we can take it into account we have done so. 

The Minister : The gist of your statement is, to 
put it in blunt English, that if we take nitro- 
cellulose powder from the Allies we should meet our 
Ijrogramme, and if we take cordite from the Navy 
we meet our programme in cordite. 

Sir Frederick Nathan: We more than meet our 
cordite programme; we get about 4,000 tons over. 

The Minister : That is not much over six months. 

Mr. Ptiice : There is 20 per cent, margin on that. 

The Minister: That is the most hopeful feature — 
you have deducted liberally. 

Sir Frederick Nathan : Experience tells us it is 
necessary. 

The Minister : I think, as a matter of fact, you 
are getting more than 80 per cent. 

Sir Frederick Nathan : I think until last month 
we only got about 80 per cent., but the total for the 
year up to the end of November was about 86 per 
cent. 

The Minister -. Are you creating any special 
organisation to ginger up the people? 

Sir Frederick Nathan : We are keeping a very close 
watch. 

The Minister-. Is there any special staff doing it? 
— I think there ought to be. 

Sir Frederick Nathan : Yes. We have been dis- 
appointed witli the Gretna output. Gretna hopes, 
with reservations to meet their maximum of 800 tons 
by June next. 

The Minister: What is Gretna doing now? 

Mr. Price : It turned out 600 tons this week, but 
that, of course, is above noimal. At present they 
are doing over 500 a week now, and they returned 
600 tons to Sir Frederick this week. 

The Minister : What is the maximum. 

Mr. Price : 800 tons is the maximum, which we 
are putting up now to 1,000 tons. 

The Minister : That will not be until when ? 

Mr. Price : June next. 

Sir Frederick Nathan : They hope to work up to 
800 tons by June. 

The Minister : I must say I do think we must 
bully the Treasury on nitro-cellulose powder, because 
we are really only meeting our requirements by 
taking it from the Allies. 

Mr. Senriques : That includes the authorisation 
which you gave me this morning to ask for further 
provision. 

The Minister : Did it include that too ? 

Mr. Henriques : Yes, 750 tons a month from 

Gretna. 

Sir Frederick Nathan: That is to exercise an 
option. 


The Minister : I know we have had the option. 

Mr. Henriques : We have a renewal of the 

Treasury assent to that. 

Mr. Price : The Allies will certainly expect you 
to give them those quantities. 

The Minister : I am sure they will. 

Colonel Milman : I am sure we shall not be able 
to spare anything for the Allies. 

Mr. Layton : It was bought for the Allies. 

Colonel Milman -. For about eight weeks now I have 
not been able to fill more than, on an average, two- 
thirds of the cartridges. 

The Minister: How many tons of propellant is 
required for 1,000 18 pdr. shell? 

General Bingham : 1,500 lbs. as near as makes no 
matter. It is 1-6 lbs. 

Colonel Milman -. It is only about frd of a ton. 

Sir Ernest Moir: There was a rumour that by 
adopting new process Gretna was going to increase 
its output largely. 

The Minister : That is all included. Unfortunately 
the 30 per cent, increased output is included. 

Sir Frederick Nathan : No, not in the ease of 
Gretna. I have only taken the actual promises 
which we have received from Gretna. 

General Bingham : When is your new nitro-cellu- 
lose factory coming into operation. Do you put it 
down as eight months? 

Sir Frederick Nathan : Not till October. 

The Minister : How are your stocks of nitro-cellu- 
lose powder. Have they gone up a bit? 

Mr. Price : I think they have been going up, and 
I think Colonel Milman has been filling absolutely 
up to programme, if not a little more. 

Colonel Milman : I repudiate the soft accusation. 

The Minister : We may want Colonel Milman to 
go even beyond that. That is what is at the back 
of his mind. 

Mr. Price : I do not know where you will get the 
nitro-cellulose from. 

Mr. .4. Duckhatn: Might I ask Sir Frederick to 
distinguish between rifle and gun cordite. 

Sir Frederick Nathan : My figures are gun cordite ; 
there are very adequate supplies of rifle cordite. We 
have over 1,000 tons in stock, which has been grow- 
ing up gradually from the beginning of the year, 
and wo have a large stock of nitro-cellulose powder 
too. 

General Bingham : And you have 900 million 

rounds in this country. 

The Minister : Now* the high explosive fuse. I had 
a meeting with your officers this morning. Colonel 
Milman, on the filling of high explosive fuses. I 
take it that the reason it declined was because you 
had not the fuses to fill or did not like to take them 
out of stock. 

Colonel Milman : About ten days ago I think the 
stock of empty fuses was 1,200,000. We cannot 
possibly fill at that rate with that stock. 

The Minister : I see on 16th December it was 

1.800.000 available for filling. 

Colonel Milman : Yes, it has gone up a bit. My 
figures were either 2nd or 9th December. 

The Minister: We had a special meeting with your 
officers. Sir Glynn West and others on this subject 
this morning, and it was adjourned until Wednesday, 
so that I do not think we need take up the time 
of to-day’s meeting with it. 

Shell steel supplies. I am very sorry to see that 
it is a minus quantity in most things. How is the 
labour position getting on? 

Mr. Hunter : The labour position in steel works ? 

The Minister : Yes. 

Mr. Hunter : May I speak generally to begin with. 
Owing to the Christmas holidays we have not had 
a return, and all I can tell you generally is that 
the average steel production for the last six weeks 
was, roughly, nearly 37,000 tons per week against Sir 
Glynn West’s programme of in the neighbourhood of 

32.000 tons per week. 

The Minister: Home production? 

Mr. Hunter : Yes, that is leaving French steel 
and Admiralty steel out of it. The output of steel 
for shell is now about 10,000 tons a week better than 


29226 


U 


130 ROYAL COMMISSION ON THE PRIVATE MANUFACTURE OF AND TRADING IN ARMS 


it was at the end of July. That is a general state- 
ment. 

Now our labour is ver 3 - badly off. I do not think 
the labour which has been supplied to us from the 
Colours can he depended on — certainly not for 
qualit}'. Neither can we get the numbers of men 
back which we were led to believe and hope for. 

The Minister-. You have got a good inanj' more 
lately, have not you? 

Mr. Stephenson Kent: Yes, but Mr. Hunter is 
putting forward the fact that the labour which has 
been supplied — Army Reserve Munition Workers — is 
of no great practical value in blast furnaces. I do 
not think I have had anything very much from Mr. 
Hunter as to the labour which has been supplied 
for steel works. 

Mr. Hunter : The same thing applies. 

Mr. Stephenson Kent : The onlj’ thing is that we 
have arranged with the War Office for tin-plate mill 
workers as a reserve for steel works, but I do not 
think we can draw on them very much because a 
great deal of that labour is engaged on important 
work to-day. Those men are to be called and passed 
for Army Reserve W. 

The Minister: You have placed a good many 
lately, but they are not very good when you have 
got them. 

Mr. Stephenson Kent : That must be so. These 
men are not fit for General Service : they are in 
B 2 and 3, C 2 and 3 classes, and they will not be 
very strong physically or very fit. 

The Minister : Of course these people will have to 
learn to make good with second-rate material like 
everybody else has had to, but I am afraid that is 
no comfort to Mr. Hunter. 

Mr. Hunter: The steelmakers are alive to that, 
and they are making the best use of the men offered 
to them, but we cannot blame the steelmakers if 
they cannot get these men to make steel, because 
they are from a very unfit class. What we have to 
recognise is that our production of steel will never 
increase unless we do get more labour than we are 
getting just now. 

Mr. Kellaway: Is it more labour you want or 
labour of a different class? 

Mr. Hunter : Both. I put up a minute to you a 
fortnight ago. 

Mr. KeUmvay : I asked you to let me have a state- 
ment of the requisitions you had made on the Labour 
Supply Department and the extent to which they had 
been met. I have not had that yet. 

Mr. Hunter : I understood it had been sent ; I will 
take that up. 

Mr. Stephenson Kent : As a matter of fact, I think 
so far as numbers go, we shall satisfy the immediate 
demands of the blast furnaces, and I think we shall 
go a good .way towards satisfying the demands of the 
steel works with regard to numbers, and I hope a 
bit more in regard to quality in the steel works. 

Sir Ernest Moir : Would it not be a good thing 
to offer a bonus on the output? If the gross tonnage 
was increased the wages would go up. 

The Minister : They get about £15 a week as it 
is now. 

Mr. Stephenson Kent ; They get colossal wages. 

The Minister: They are on piece wohk, are not 
they? 

BIr. Stephenson Kent : Yes. 

Mr. Llewehjn : I think the more money you give 
them the less they do. 

Sir Alexander Roger : I think you would probably 
increase the output if you decreased the pay. 

Sir Ernest Moir: I mean a special bonus on output. 
The Minister: We did discuss that. These fellows 
get bigger wages than almost any other people in 
the United Kingdom, do not they? 

Blr. Stephenson Kent: Yes. 

Sir Ernest Moir : If they can earn it, it shows 
they are worth it, if they get a special bonus for 
output. 

Mr. Stex>henson Kent : That is the system of pay- 
ment in blast furnaces. 


The Minister : Mr. Hunter, haw do you stand with 
regard to the Navy. Does the Navy take any shell 
steel from you ? 

Mr. Hunter : Yes. 

The Minister: How much? 

BIr. Hunter : Between two and three thousand tons 
a week. 

The Blinister : It is not much. What proportion 
of the total steel output does shell steel form? 

Sir Ernest Bloir : The present output is 4,000,000 
tons I think. 

BIr. Hunter: I think it is nearly a half. 

Mr. iMyton : Between 40 and 50 per cent. 

Sir Glynn TFest : You are speaking of home pro- 
duction, Mr. Hunter? 

Mr. Hunter: Yes. 

The Blinister: Is there any other purpose for which 
steel is made? Is there any other steel which is suffi- 
ciently akin to shell steel that jmu could make 
enci'oachments upon it? 

Mr. Hunter: I do not think so. 

BIr. Kellaway : What is j’our present unsatisfied 
demand for labour? 

BIr. Hunter : Do you mean for pig iron, blast fur- 
naces, steel works and ore mines? 

BIr. Kellaxoay : Yes, but give them under the 
different headings. You have put up requisitions for 
men for getting out the ore, for working in. blast 
furnaces, etc. What is your demand which has not 
been satisfied? 

BIr. Hunter: You mean the number? 

BIr. Kellaicay : Yes. 

BIr. Hunter : I should thould think 5,000 or 6,000 
men at the moment. 

BIr. Kellaxoay : Does that cover all of it? 

BIr. Hunter: I should think so. 

BIr. Kellaway : I should think j’ou would get them 
out of the tin-plate works. 

BIr. Stephenson Kent : The demand on 16th 

December was 3,706; the greater bulk of that has 
been satisfied. 

The Blinister: I should like to ask Sir Glynn West 
whether he has anything to say on the question 
whether we could use other classes of steel? 

Sir Glynn West: I think there must bo a lot, if 
you give the steel up. We have to give up steel 
every day for other manufacture. Every ounce of 
steel which is made would do for shell steel if it was 
made in monobloc. 

Sir Ernest Bloir : The suggestion made the other 
day was that a large number of 60 pdr. Shrapnell 
shell might be returned and re-moulded. 

The Blinister : We have been on to that. Sir 
Ernest. 

Sir Glynn West : Here is a question I have before 
me now. The question of steel supplies is very bad, 
and then there is the 6-inch Shrapnel. I have taken 
the matter up with the Steel Department and they 
inform me that one large source of supply, Messrs. 
Brown Bayley & Co., have produced nothing for four 
weeks, and they have now discovered that it is clue 
to the Admiralty having commandeered the whole 
output, 200 tons a week, for aeroplane engines. 

BIr. Hunter : That is not exactly the thing. It 
was two or three days more or less before we. knew 
that Messrs. Brown Bayley were not going to fulfil 
their obligations in respect of that shell steel. They 
got official sanction from hero, I should think about 
two months ago, to put up extensions to their 
works, and also to give the Air Department another 
class of alloy steel to the extent of 30 or 40 tons 
per week. They began making alteration to the 
works, which were sanctioned, but they did not tell 
us if it was going to affect the shell output at all. 
They never mentioned it. They led us to believe 
they were going to meet their obligations, but they 
have not done so. Mr. Jacks, who is dealing with 
aircraft steel, is in Sheffield to-day and we have wired 
to him to go into the question with Messrs. Brown 
Bayley. Another complaint from the same firm is 
that the breaking plant has broken down. Altogether 
our dealings with Messrs. Brown Bayley have been 
most unfortunate. It is nof| the fault of anybody 
in this building; it is the way in which they have 
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handled the business themselves. You can take it 
that arrangements will now be made so that the 
unpleasantness does not occur again. 

Sir Olymi West : There are lots of sources of 
supply of steel which,, if you cut them down, will 
make shell steel. 

The Minister : What arrangements are there to 
collect the waste steel and melt it up again? Is 
there any organisation dealing solely with that, Mr. 
Hunter P 

Mr. Hunter : Only in large quantities. The ques- 
tion of gathering up the steel in London has been 
raised from time to time. I do not know how we 
could get an organisation to deal with that; it would 
take a very long time to get it. 

The Minister ; What do you say to that, Mr. 
Fielding? 

General Bingham : We have been considering it 
while Mr. Fielding was away. 

The Minister: Of course I am a layman in these 
matters, but I cannot help thinking that there is a 
good deal of scrap metal which could be used. 

General Bingham : We are putting up a scheme. 

Sir Ernest Moir : It has come already : it is to 
have a Director of Scrap. 

The Minister: It is the general scheme you mean? 

Sir Ernest Moir: We want to have somebody who 
will go round and not only see that the scrap which 
comes from swarf is 'used but that all other scrap is 
used. 

The Minister: I am inclined to use the Local 
Authorities. 

Mr. Edgar Jones: I understand there is more steel 
scrap than you can use. 

Mr. Hunter: In certain works, yes. 

Sir Ernest Moir : We want to find a way to use 
all the scrap. There must be about half a million 
tons of shell steel scrap in different parts of the 
country and large amounts of swarf. 

Mr. Edgar Jones : A lot of shell discard steel is 
being exported. 

The Minister: Who is allowing it to be exported? 

Mr. Edgar Jones : I understand there is no other 
use for it. 

The Minister : Oh, no. What do you say to that, 
Mr. Maclellan ? 

Mr. Maclellan : I am not aware of that. 

Mr. Edgar Jones : The instruction from your De- 
partment is that you have a surplus of shell discard 
steel in this country, and, therefore, we can allow 
the export of it. 

The Minister: You may take it from' me that we 
will not have any more shell steel discard exported. 
Do not give any more licences. 

Mr. Edgar Jones : I will stop it at once, but those 
are the instructions I have. 

Sir Ernest Moir : I think you will have to appoint 
the Scrap Director quickly. 

Mr. Charles Ellis : I am sure every manufacturer 
uses as much scrap as he thinks he can safely, but 
certain firms have, no doubt, discovered that they 
can use a larger percentage of scrap in their furnaces 
than others. I think if you had somebody of intelli- 
gence at the head of such a Department as is sug- 
gested, you would get the best brains of the country 
together and find out what percentage of scrap the 
more important firms are using and how they manage 
to do it. 

The Minister : Some weeks ago Mr. Hunter made 
the people in Scotland who were using, say, 15 per 
cent., use 30 per cent, or something of that sort. 
I may have got my geography wrong, but that is a 
detail. 

Mr. Hunter: In reference to what Mr. Ellis said, 
I think I have a fair amount of intelligence. We 
have taken up the question with some of the steel- 
makers, and we have taken it up so severely that we 
threatened to close steel works because they would 
not use anything but pig iron in their furnaces. We 
have insisted upon that very strongly. Formerly 
they used somewhere about 10 to 15 per cent., and 
now they are up to 50 to 60 per cent. We have 
impressed this on all the steel makers we have 
come in contact with. We have had meetings here 


and impressed on them that they must use scrap and 
use a proportion up to somewhere about 70 per cent. 
Some of the gun people, such as Armstrong, Whit- 
worth & Co., are using shell borings from the works 
without any pig iron at all. 

Sir Glynn IF est : They have a special process for 
that. We put it into a basic furnace and convert it, 
and then put it into acid, but it is very expensive. 

Sir Ernest Moir : It is quite a job for somebody to 
organise. 

The Minister: I should have thought you could 
liave melted the lot up and made something of it. 
I know you have brought a lot of people up from 
10 to 30 per cent., but I am glad to hear it is 60 
per cent. 

Mr. Hunter : In those particular instances it was 
60 per cent. 

Mr. Edgar Jones : It seems necessary to get some- 
body to go into the technical questions and make 
the makers use shell steel discard. Some firms say 
they cannot do anything, whereas other firms do do 
something. 

The Minister : Anyway, we will not have it 

exported. 

Now Iron Ore Supplies. Do you know how ship- 
ments are going on? 

illr. Hunter : It is a little bit out of my Depart- 
ment, but the position to-day is a little bit worse 
than it was. It is almost impossible to get ships to 
carry it. 

The Minister : Is the neutral tonnage going out of 
the trade? 

Sir Ernest Moir : Mr. Burton Chadwick is trying 
to make arrangements to insure neutral tonnage. 
A good many ships are being forced to go back to 
port under the threat of being sunk by submarines. 
We had no intimation that you wanted to go into 
this question, or we should have had somebody from 
Mr. Burton Chadwick’s Department here. I know 
be is very disturbed about the shipping situation. 
I should think he is not getting two-thirds of the 
ore from Spain which he should be getting. 

Mr. Phillips: I can give you some up-to-date 

figures on that. At the present moment we are 
160,000 tons in arrear on Mediterranean-Spanish ore 
coming into this country. 

The Minister: Is that weekly? 

Mr. Phillips : No, total arrears — what we ought 
to have received up to now. That is mainly because 
it comes in Italian ships, and we had a programme 
from the C.I.R. as to what its ships would bring, 
but that i^rogramme is utterly unreliable. It is 
nothing to do with submarines at all. Some of the 
boats have been 35, 42, 49 and even 73 days late in 
sailing. You cannot work on a programme like 
that. 

Sir Ernest Moir: What proportion of the iron ore 
we ought to get from Spain is in now? 

Mr. Phillips: It is going up, but I could tell 
you exactly what it is. 

The Minister: It is 600,000 tons a month, is it 
not? 

Sir Worthington Evans: 175,000 tons a week, 1 
am told. 

Mr. Hunter : The maximum is 175,000 tons a 
week. 

The Minister: That is 700,000 tons a month. The 
average weekly tonnage for the month of December 
is 99,940 tons. 

Sir W orthington Evans : I find in the Secret 

Report that for the seven weeks up to 16th Decem- 
ber the tonnage chartered was an average of 111,964 
tons, so that it has gone back. 

The Minister : How about the development of iron 
ore at home. Sir Worthington Evans, you have 
been going into that. 

Sir Worthington Evans: Before you leave the in- 
surance question, there is no doubt that it did 
operate with the Norwegians three or four weeks 
ago. A scheme was got together for re-insuring the 
Norwegian Insurance Offices, because the offices were 
refusing to insure Scandinavian ships as it was not 
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a paying proposition. The scheme which was put 
on foot with regard to Norway was not in connec- 
tion with Munitions but another Department. It 
seems to me you w'ant something of that sort with 
regard to Spain. 

The Minister: I think we ought to put through 
some scheme of insurance. It is very necessary to 
get the ore over. 

Sir Worthington Evans: I have not the least 
doubt the neutrals are afraid and will not go into 
the trade, and as time goes on it is likely to get 
worse. 

The Minister : You might take it up and see that 
this is gone on with, Sir Worthington. 

Mr. Hunter: Spanish ships carrying iron ore 

have gone out of the trade. 

Sir Worthington Evans: Do you attribute that to 
the fear of submarines. 

Mr. Hunter : Entirely. 

Sir Worthington Evans: The only possible way 
is to cover their risk. 

Mr. Hunter : Some months ago when submarine 
activities began I put up a suggestion that in order 
to keep these ships in the trade, the Home Govern- 
ment should guarantee the crew, say, £100, if a 
Spanish ship was lost by torpedoing. That was 
hung up for three or four weeks. I pressed it, and 
then I was told it was too big a question to go 
into. 

The Minister: We will go into it. 

Mr. Hunter: The result is that all the ordinary 
Spanish ships have gone out of the trade. 

The Minister: I .would rather you went into 

this. 

Sir Worthington Evans : Let us go right at it. 
We want the cargoes here. 

The Minister: Do you think it is necessary to 
have a scheme of insurance, Mr. Duckham? 

Mr. A. McH. Duckham: Yes. 

The Minister: How about the development of 

iron ore in this country. There are various schemes 
for increasing our home output : how are they going 
on? 

Air. Hunter: With regard to increasing the pro- 
duction in the Cumberland and Lancashire districts, 
if the necessary labour can be obtained it is esti- 
mated that an increased output of over 400,000 tons 
per annum of haematite ore can be obtained in the 
near future — say in six months. 

The Minister: What sort of labour is required? 

Mr. Stephenson Kent: The release of iron ore 
miners. 

Air. Hunter: We want to get German prisoners 
for this. I have taken the liberty of ordering half 
a dozen ironstone steam shovels, and we propose to 
give these machines to whoever is ready to work 
them. 


Air. Stephenson Kent: I understand that all the 
German prisoners in this country are allocated to agri- 
culture, because nearly all of them are non- 
commissioned officers, and there is an understanding 
that non-commissioned officers shall not be used 
except on the land, or something to that effect. 
Secondly, I understand the Cleveland Iron Ore miners 
are working short time at the present moment. 

The Alinister : Why? 

Air. Kent : I should like to know. 

The Mmisfsr ; Can you throw any light on that 


Air. Hunter: I cannot. 

r serious complaints 

from the district. The men want to leave and go 
to coal-mining, where they would earn better wages 
Air. Hunter: I heard they would not work more 
tnan 8 hours. 


Air Wolfe : I can explain that I think. We have 
been ha,ving a great deal of trouble in attempting to 
persuade the Cumberland Iron Ore miners to work 
two extra shifts per week. Ultimately the arrange- 
ment was that they were to go on the 3 shift 
system if the labour could be found. Mr. Hunter’s 
hgures, I suppose, are based on the assumption that 


they will work on a 3 shift system. The owners 
told us they were going to put the 3 shift system 
into force. I rather fear that the miners are not 
expecting to put the 3 shift system into force at all, 
but are waiting to make some bargain about the 
make-up. 

The Minister : That throws no light on Mr. Kent’s 
statement that the men are working short time. 

Mr. Llewelyn : The iiiining in Northumberland and 
Cumberland districts is underground, but in Lin- 
colnshire it is surface mining. It means taking away 
the subsoil and then you have the lode of the mine 
under that. That part of the work could be done 
very well by German prisoners, but you would never 
get the German prisoners to work up in Cumberland. 
Air. Kent : No. 

The Minister : All the Cumberland mines are under- 
ground, and there you say they are working short 
time. 

Air. Kent : So I understand. I will have the papers 
sent up. 

Sir Glynn West : Is it not possible that they have 
started the 3 shift system and they call that working 
short time? 

Mr. Kent : No. They are getting very poor pay as 
compared with the coal miners. 

The Minister: I see the deliveries of copper bands 
are getting very short. Some of the works have 
been greatly held up by non-delivery. 

Mr. Llewelyn : We are tremendously in arrears 
with our shipments. I do not know whether 
she is lost or not, but there is one ship with 1,000 
tons due nearly a W'eek ago. 

Mr. Phillips : She is lost I am afraid. 

The Minister: Is that the one the raider stopped? 
Mr. Phillips : Yes. 

The Minister : She sunk three munitions ships, did 
she not? 

Mr. Phillips : Yes. 

Sir Worthington Evans: Have they caught her? 
illr. Phillips : No. 

Ihe Minister: That only increases the urgency of 
going on with the Copper Order. 

Now 6 inch shrapnel. Sir Glynn West. I see the 
deliveries of empty shell are only about half the 
requirements ? 

Sir Glynn West : Yes. We are committed to one 
firm for 5,000 a week. The original demand was 
2,500, but the firm have never got further than 2,500. 

I got through to them on the telejihone on Saturday 
about it, and they said they hoped to get up to the 
full 5,000 within a fortnight from now. They ought 
to have done much better. 

The Alinister: Who are they? 

Sir Glynn IVest : Harper, Son & Bean. 

The Minister : They are pretty good people, are 
not they? >■ u , 

Sir Glynn West: Yes, but they had great difficulty 
with the steel. We are short of steel. 

The Minister : I see, Mr. Ross Skinner, that the 
stoek of uninspected shell on 10th December was 
over 16,000, and there have been less than 500 
accepted during the last fornight. 

Mr. Boss Skinner: The stock on our hands is 5,000, 
but inspection has been delayed owing to lack of 
gauges. The stock manufactured at Harper, Sons 
& Bean has been consigned to Woolwich for inspec- 
tion, and examination commenced on 16th December. 
About 12, loO shell have been despatched to Woolwich, 
and to-day 4,000 of those have been inspected. There 
are 4,000 out of the 12,000 since received. I think all 
we have on our hands will be put through at a very 
early date. 

The Alinister : I see the manufacturers were choked 
up with shell, but it was a question of gauges. Have 
you got them now? 

Mr. Boss Skinner: Yes. Now there are two sets, 
and they will be pushed through. 

The Minister : I see the supply of copper for quick 
firing cartridge strip has also dropped. Birtley Cart- 
ridge Case Factory will probably be brought to a 
complete standstill. What do you say to that Sir 
Glynn ? 
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Sir Glynn West-. It is lack of copper. They make 
their own strip. I had four or five telegrams saying 
they were coming to a standstill if they did not get 
more copper. 

Mr. Llewelyn : They have not actually stopped. 

Sir Glynn West-. No, you got some copper down to 
them. We borrowed copper from different places 
round about, and made the best we could of tlie 
different stocks. There has been no absolute 
stoppage. 

Mr. Duchham -. We have had a stoppage in making 
strip, due entirely to shortage of copper. 

Sir Glynn West -. If you got the copper for Birtley, 
probably you would be short of copper somewhere 
else. 

The Minister : Is it not a question of shipment at 
the moment? We have covered ourselves in copi^er, 
have not we? 

Mr. Llewelyn : I think we have 9 to 10,000 tons 
awaiting shipment now, and the Ilussians have about 
9,000 tons, and the French about 31,000 tons. The 
French are absolutely starved for copper. We cannot 
get it across. One of our Australian boats has gone 
down too. 

Mr. Vuchham : Is there any chance of convoying 
important stuff like that? 

The Minister -. The Admiralty seem to say that the 
system of convoying across the Atlantic is not a very 
practical way of doing it. 

Mr. Hanson : I thought the French copper was 
not waiting because there were not any ships but 
that the French could not get any ships. 

ilfr. Llewelyn : It was want of shipping. 

Mr. Hanson : I thought we were negotiating with 
the French an arrangement that if they would hand 
it over to us we would ship it. 

Sir Glynn West: A man came to me and offered 
2,000,000 blanks for 18-pounders provided we supplied 
the copper over in America from the stock we had 
there. 

Mr. Duckham : You have no more chance of getting 
your blanks shipped than your copper shipped. 

Sir Glynn West: We should get the shell over. 

Mr. Llewelyn : We have any amount of copper on 
order and any amount awaiting shipment, but we 
cannot get it. 

Sir Ernest Moir -. What about insurance ? 

Mr. Hanson -. We take the risk. There is a short- 
age of railroad cars in the United States, but Sir 
Ernest Moir’s organisation telegraphed to say that 
the Christmas holidays had greatly interfered with 
shipping generally, and that interference would con- 
tinue for about ten days to come, after which 
they expect to get going again. 

Mr. Llewelyn : We sent Mr. McConnell out over 
a month ago to try and get shipments boosted up. 
Apart from copper, we are about 9,000 tons of brass 
rod in arrear. 

Mr. Phillips-. It would make all these things easier 
for the Admiralty if I were informed a little earlier 
if shipping is wanted. They are suddenly called upon 
to provide tonnage for 30,000 tons of steel, and now 
they are asked to provide shipping for 45,000 tons 
of steel rail from Canada. It is rather unreasonable 
to expect them to provide it when called upon quite 
suddenly. I think there should be some machinery to 
advise it. 

The Minister : I thought our Overseas Transport 
Deiiartment had cognisance of all these things. 

Mr. Phillips : They were not told about this until 
right up to time : they were not told about the 
spelter till right up to time. 

The Minister: Does every Department send to 
you their requirements for shipping some months in 
advance ? 

Mr. Phillips : No. 

Mr. Brand: As regards Canada, it is arranged 
direct between Mr. Harris, the Admiralty’s repre- 
sentative in Canada, and the Admiralty. He in- 
forms them what the Munitions Board intends to 
ship and they provide the transport. These rails, 
as you know, came on them suddenly, but they are 
now looking into the matter over there. I think 


the most convenient and best way to arrange it is 
to let the Munitions Board inform the Admiralty’s 
representative out there. 

The Minister: What do you say to that? 

Mr. Llewelyn ; Might I suggest that you sent in 
for some sort of priority order for shipments? We 
cannot very well tell them when we have got the 
copper there it is the other side who know about it. 
We can only tell them when it has accumulated. 
Take the case now of calomines, which is in com- 
petition with iron ore. It is only about 4,000 tons 
a month, but we have two furnaces in South Wales 
which have been put out because we cannot get 
them. I think there should be some sort of priority 
committee which would say which is the most valu- 
able commodity to be brought forward because it is 
going to be a very serious matter if we are going 
to be stopped for copper. With all the good inten- 
tions in the world, we cannot help it as it is now. 

Mr. Price : You will remember that you authorised 
us to buy sulphur at short notice. If we had waited 
to get the Admiralty’s consent, I think we should 
still have been waiting to get sulphur. 

The Minister: Three-inch gun cartridge cases. I 
understand that numbers of these are splitting. I 
do not know whether you can throw any light on 
this. General Bingham ? 

General Bingham : I have not heard of this par- 
ticular case. 

The Minister : They are three-inch 20-cwt. anti- 
aircraft guns. 

General Bingham : I cannot tell you anything 
about them. 

The Minister : Perhaps you might look into that. 

Register of plant. The increasing difficulty in ob- 
taining permanent way track, locomotives, and steam 
cranes, new or second-hand, has been seriously felt. 
During the past week one suitable locomotive and 
one travelling crane have been commandeered under 
the Defence of the Realm Act, but this piecemeal 
procedure is not conducive to satisfactory results. 
Strong representations have been made in favour of 
action by the Ministry on the lines taken in con- 
nection with hay and wool supplies, namely, by 
enforcing a return by owners of all such materials, 
and a veto on dealings in such materials, without 
the consent of the Ministry. You have already done 
that in regard to locomotives. 

Mr. Edgar Jones: That is in operation for cranes 
now; the Machine Tool Department did that long 
ago. They control every crane that is made and its 
destination. They control second-hand cranes, too. 

The Minister: We do that with railway materials, 
too. 

Mr. Edgar Jones : Yes. 

Mr. Llewelyn : There is a line in South Wales 
which was only put down 10 years ago, which has 
practically no traffic whatever. 'The whole of that 
line could be picked up. 

The Minister : I think they are going to pick it 
up. 

Mr. Llewelyn : There is the whole of the rolling 
stock as well. 

The Minister : The Railway Executive have under- 
taken to pull up 200 miles of line and ship it. . They 
are also providing 20,000 railway trucks. As a 
matter of fact, we requisitioned 30,000 railway 
trucks, 10,000 of them from private truck owners, 
and a large number of locomotives. We made an 
arrangement whereby the railway companies will have 
a complete list of all their orders for making any of 
these things and they cannot place orders without 
our consent. I think we are getting that tightened 
up. 

Mr.. Edgar Jones : I think the time has come to 
absolutely control railway materials in the same way 
that cranes are controlled. General railway material 
is not controlled now under any definite Order; it 
is only controlled with regard to supplies. Big 
firms like, for instance, Hadfields can go on casting 
wheels without any system of control. I think it 
would be a good thing to get out a scheme of control 
in connection with the whole of railway supplies 
under Sir Ernest Moir’s Department. 
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The Minister ; What do the steel people say to 
that? 

Mr. Maclellan : Do you mean the disposal of wagons 
and locomotives? 

The Minister: Yes, the making of them. 

Mr. Edgar Jones : The making of wheels and things 
of that sort. 

Mr. Maclellan : For the supply of the railways of 
this country ? 

Mr. Edgar Jones: Control all railway material 
generally. We shall have to let India have some to 
keep them going. 

The Minister : I think this is a detail which might 
be discussed with the experts before we take it up 
with the whole meeting. 

Sir Glynn West has one or two points to raise with 
Mr. Ross Skinner. 

Sir Glynn TFest ; I was asking Mr. Ross Skinner 
about the difference between the two columns in the 
detailed Weekly Report. One column says. Stock 
in the hands of Inspection Department, and then 
there is another column which shows the. stock in 
bond. When the shell are in bond I have nothing 
more to do with them. I notice that in a great 
number of cases there is a very big difference — 
sometimes there are 10 times more shell in hand. 
I should like to know what the difference between 
the two columns is. 

Mr. Boss Skinner: In very many cases the differ- 
ence is that there is home and foreign stock, and the 
two are added together in the one column. 

Sir Glynn TFest; When a thing is in bond I have 
nothing more to do with it. 

Mr. Boss Skinner: I think you took as an instance 
the 6-inch shell, of which there are about 350,000 in 
stock; 178,000 is home stock which has to be 
inspected, and the balance of 158,000 is foreign 
stock. 

Sir Glyn TFesf : I cannot do anything more with 
them. 

Mr. Boss Skinner : They are there to he put for- 
ward when somebody calls for them. 

Sii\ Glynn West : But when they are in bond I 
have nothing to do with them. 

Mr. Boss Skinner : They must appear somewhere ; 
they must be taken over. 

Sir Glynn West: You do not mean they are not 
available? 

illr. Boss Skinner : No, they are available. 

Sir Glynn West: That is all right, so long as the 
second column shows they are available. 

Mr. Layton : Is the smaller column home shell 
only? 

Mr. Boss Skinner: Yes. 

Mr. Layton : Should that not be stated ? 

Mr. Boss Skinner : It is all uninspected, home and 
foreign. 

Sir Glynn West: 1 do not know .what I have to 
do with the big column. Can I do anything for you? 

Mr. Boss Skinner : I think you can. 

The Minister : I think this seems to be a 

domestic question which we will not go into at this 
meeting. 

Exhibit M. 

TkANSPEB, op BJaSPONSIBIUTY FOB. PBSIGN. 
Memorandum on the Transfer of the Ordnance 
Board and Inventions Branch from the War 
Office to the Ministry of Munitions. 

(1) Experience at the Ministry of Munitions has 
shown that the expeditious and efficient supply of 
munitions requires the transfer of the functions of 
the Ordnance Board and the War Office with respect 
to design, specification, provision of samples, test- 
ing and so forth to the Ministry of Munitions, with 
a somewhat clearer definition of the functions of the 
two departments being obtained. Serious delays 
have already occurred in the supply of essential 
munitions owing to the divorce between design and 
manufacture. The Munitions of War Act contem- 
plated such a transfer as is suggested. 

The arrangements should, I think, be based on this 
understanding. The War Department should deter- 


mine what forces it should employ and with what 
munitions and to what extent they should be 
equipped, and the Ministry of Munitions should be 
so staffed and organised that it can deliver to the 
War Department in a fit and tested condition and 
read}' for service the munitions asked for. 

Every day that passes, questions, small or large, 
arise in connection with the production of muni- 
tions which require reference to the Ordnance Board; 
in great part they are questions arising out of diffi- 
culties of manufacture demanding adjustment iu 
alteration of design in some form or other, sudi as 
the type of a detonator, modification of a fuse, gun 
carriage and so on. Sometimes they are sugges- 
tions for improvement which occur iu the course of 
manufacture. The settlement of these things should 
be under the same authority as that which is respon- 
sible for the manufacture and supply of the goods 
concerned, this expert branch (being in daily work- 
ing touch with the different departments of the 
iUinistry of Munitions and the Ordinance Depart- 
ment) should be augmented by the addition of 
expert representatives responsible for bringing up 
and obtaining determination, as quickly as possible, 
of the many questions which arise from the different 
supply branches. The setting out of design, the 
drawing up or altering of specifications, the pro- 
vision of patterns and the final testing of the com- 
pleted articles are essentially processes belonging to 
manufacture and sujiply. To have the first pro- 
cesses of supply outside the department responsible 
for supply is Imund to lead, with the best will in 
the world, to delays and difficulties. 

An important point also arises out of the fact 
that the Ordnance Board necessarily has its own 
programme and procedure, .which it, of course, 
arranges for its own convenience and apart from 
the daily needs of the Ministry of Munitions. If 
the manufacturing problems with which the Ministry 
finds itself confronted daily are to be promptly dealt 
with it is evident that the .work of the body dealing 
with them should bo arranged in accordance with 
the nature and quantity of the questions arising. 
The divorce between the working of the two de- 
partments does and must lead to delay in the settle- 
ment in appropriate order of the matters demanding 
determination in the interests of expeditious manu- 
facture. 

Illustrations in support of this point can be offered 
if desired. The slow progress in deciding upon the 
adoption of the French fuse is a case in point. This 
fuse requires only about one-eighth of the brass 
needed for the British fuse with a corresponding 
saving in cost and amount of material, besides which 
it is more economical of labour and filling material. 
Our own fuse and gaine rest under grave suspicion 
of being dangerous to guns and gunners, and the 
point raised by the bursting of our guns eight 
weeks ago has not yet been settled. The French 
fuse, on the other hand, has proved during recent 
operations that it can be depended upon. 

The Mini.stry has kept in close touch with the War 
Office in regard to all matters of alterations of 
design, etc., and fully recognises that there are 
points of military use, etc., which the War Office 
must decide, but w'e cannot fail to recognise that 
numbers of questions have arisen either out of 
manufacturing difficulties or military experience 
which could have been settled more expeditiously 
under more adequate machinery. 

Questions relating to guns and gun carriages, 
fuses, detonators, gaines, design of shell, use of par- 
ticular mixtures of explosives, could be settled under 
a revised procedure much more expeditiously than 
at present. 

I he experiments to determine the cause of gun 
bursts have been, no doubt, of a very difficult nature, 
buu they have involved throughout, very largely, 
questions of manufacture and material. Tlie 
Ordnance Factory has, no doubt, advised on the 
manufacturing points, but the Ministry throughout 
has not been represented directly in these matters. 
The experiments have been in hand for two months, 
but the Ministry has not yet been definitely informed 
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of the final results, and supplies are being delayed 
until questions of type of fuse or gains are definitely 
settled. 

We have had much difficulty also and some change 
of opinion as to details of the specification of steel 
for shell. 

I suggest that the work of the Ordnance Board 
and the Inventions Department of the War Office 
should be incorporated with the Ministry of Muni- 
tions and that such an Ordnance Department should 
he strengthened both in staff and equipment to cope 
with the enormous amount of work which has fallen 
to it. The organisation should be of such a character 
that the War Office can rely, without question, upon 
its decisions. With this transfer should pass the 
Research Department and the iDroof butts and 
ranges which are required for testing and experi- 
mental purposes. 


Further Notes relating to the Ordnance Board, the 

Indentions Department, the Woolwich Depart- 
ments, etc. 

My experience since the formation of this 
Ministry has shown clearly to me that unless the 
present line of demarcation between the functions 
of the AVar Office and the Ministry of Munitions is 
further adjusted on the lines indicated below, there 
will be serious delays in the delivery of essential 
munitions to the Army. Such delays have already 
occurred during the past three or four months owing 
to the division between design and manufacture. 

It is essential that the War Office in the matter 
of artillery and munitions of war shall concentrate 
its energies, and have time to devote to further 
thought upon such matter of high importance as : — 

(1) The best distribution and use of munitions 
in the Field: 

(2) The training, organisation, and distribu- 
tion of personnel. The War Office must, of 
course, maintain its responsibility for the general 
nature of the weapons and equipments required, 
and for concurring in such alterations as might 
affect their use in the Field or the training of 
the personnel. 

The setting out of design, the drawing or altering 
of specification, the provision of patterns and final 
testing of the completed articles are essentially pro- 
cesses belonging to manufacture and supply, and the 
Ministry of Munitions should he wholly responsible 
for them here, as the French Minister of Munitions 
is in France, and should he so staffed and organised 
that it can deliver to the AVar Department in a fit 
and tested condition and ready for service the muni- 
tions asked for. 

The Ministry of Munitions in meeting these re- 
quirements should be able to control and co-ordinate 
all tho activities and operations that bear on manu- 
facture and on the speeding-up of supply; and in 
making such alterations or adjustments as manufac- 
turing exigencies may require from time to time, it 
should he able to decide these matters for itself and 
not require to apply in respect of them to another 
department of the State. 

In pursuance of this general policy the Ordnance 
Board, the War Office Inventions Department, the 
Research and Chemical Departments at Woolwich, 
the proof butts and ranges, etc., should be regarded 
as under the siipervision of the Ministry of 
Munitions. 

The Ordnance Board should be reconstituted. 
The AAkar Office, Admiralty, and Ministry of Muni- 
tions should be fully represented on that Board. 
The combined Inventions Board should have its re- 
presentatives on the Ordnance Board. The minutes 
of proceedings of the Board should be available for 
tho three departments, and should distinguish as 
clearly as iiossible between ijoints of manufacturing 
detail, on which the Ministry could act, and those of 
a military or naval nature requiring the approval of 
the AA^ar Office or the Admiralty. 

The AVar Office should also have access to ranges, 
butts, research department, etc., as may be necessary 


for artillery training or other services not trans- 
ferred to the Ministry of Munitions. 

Such adjustment of storage should also be made 
at AVoolwich between the Army Ordnance Depart- 
ment and the Ministry of Munitions as will enable 
the latter to receive, store, and handle all com- 
ponents of gun ammunition up to the point of 
handing over complete inspected ammunition to the 
jMilitary Authorities. 

These arrangements should take effect from this 
date, the necessary details being arranged in per- 
sonal conference between the departments concerned. 

Exhibit N. 

Note on the powers and functions of the Air Board 
and on the supply of aircraft. 

1 . The Board will be composed of 
The President, 

The Parliamentary Secretary, 

The Fifth Sea Lord of the Admiralty, 

The Director-General of Military Aeronautics, 

Two Representatives of the Ministry of 
Munitions, 

Additional Members, as may from time to time 
be found desirable. 

The Naval and Military Representatives shall each 
be authorised to bring to meetings of the Board an 
Assistant if and when they think fit. In case of the 
absence of the Fifth Sea Lord or the Director General 
of Military Aeronautics, an Officer will be deputed 
to represent the Admiralty or AA^ar Office. 

2. The Board shall be free to discuss matters of 
liolicy in relation to the air and to make recommen- 
dations to the Admiralty and AA'ar Office thereon. 

3. The Admiralty and AA^ar Office will concert their 
respective aerial policies in consultation with the 
Air Board. 

4 . The Admiralty and AA^ar Office will formulate the 
programmes of aerial production required for the 
fulfilment of the approved policy and will refer these 
programmes for the 'consideration and concurrence of 
the Air Board. 

5. The Air Board will decide as to the extent to 
which it is possible to approve the Departmental 
programmes, having regard to the possible rate of 
production, the needs of the other Department, tlie 
respective urgency of the demands and the supplies 
agreed to be given to Allied Governments. 

6. The Air Board will select and be responsible for 
the designs of aeroplanes and seafilanes, with their 
engines and accessories, which are to be constructed 
for the purposes of the approved programme and 
for exp>erimental purposes. 

7. For the purpose of carrying out its duties in 
connection with design, a Technical Committee will 
be constituted under the Air Board as follows : — 

Chairman, to he appointed by the President of 
the Air Board. 

Two representatives appointed by the Admiralty. 
Two representatives appointed by the AAkar Office. 
Two representatives appointed by the Alinistry 
of Alunitions. 

Three other members possessed of special qualifica- 
tions may be appointed by the President; at least 
one of them shall have present day manufacturing 
experience. 

The officers selected to represent the above Depart- 
ments of the Government may be assisted or replaced 
by other representatives as may be found convenient. 

The representatives of either of the three Depart- 
ments may appeal to the Air Board in the event of 
their disagreeing with a decision of the majority of 
the Committee. 

8. One of the Members of the Technical Committee 
will be the Executive Director of the Technical De- 
partment of tho Air Board. 
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9 . An Inventions Committee will be appointed by 
the ■ President of the Air Board, in which will be 
amalgamated the functions of the Aeronautical Sec- 
tions of the Naval Board of Invention and Research 
and of the Munitions Inventions Department. 

10 . Experiments for the Naval and Military Air 
Services will be conducted for those Services through 
the Technical Committee. For this purpose, Naval 
and Military Air Service Experimental Stations will, 
while remaining under the Admiralty and War Office 
for administration, pay and discipline, be placed at 
the disposal of the Technical Committee, which will 
issue its instructions through the Service 'Members 
of the Air Board. 

The Experimental Stations in question are the 
following (to be agreed upon from time to time). 

11 . The Royal Aircraft Factory will be placed 
under the Ministry of iMunitions and the designs 
prepared at the Factory will be dealt with in the 
same way as those submitted by a Contractor. It 
is understood that the Ministry of Munitions will 
permit the facilities of the Factory to be utilised 
largely for the purpose of conducting the experiments 
which are desired by the Technical Committee. 

12 . The Air Board will furnish approved plans and 
specifications to the Aircraft Supply Department 
of the Ministry of Munitions. 

13. No modifications of design, other than trivial 
alterations within the discretion of a Superintending 
Inspector, will be made without the concurrence of 
the Air !^ard. 


14 . The numbers and designs of the aeroplanes 
seaplanes, engines and accessories respectively to 
be ordered, having been determined by the Air Board, 
will be notified to the Director of Munitions Bequire- 
ments and Statistics through the Controller of Aero- 
nautical Supplies of the Ministry of Munitions, who 
will be responsible for their production, in con- 
formity with the approved designs, and who alone 
is authorised to give instructions to manufacturers. 

15 . Inspection during manufacture will be carried 
out by the Ministry of Munitions. 

16 . All reasonable facilities will be afforded to 
expert officers of the Air Board and of the Services 
to have access to manufacturers’ works. 

17 . The Ministry of Munitions will hand over to 
the Air Service for .which they are destined, for 
trial and acceptance, the aeroplanes, seaplanes, 
engines and accessories, when manufactured, at the 
manufacturers’ works. 

18 . For the purpose of giving effect to the above 
organisation, the officers and staff at present engaged 
under the Admiralty and the War Office on the 
duties of design and supply of aeroplanes, seaplanes, 
engines and accessories and on the Board of Inven- 
tion and Research wiU, so far as may be required 
and possible, be lent for service with the Air Board 
or the Ministry of Munitions. 

19 . Any of the Departments represented on the 
Air Board, and the Air Board itself, will have the 
right of appeal to the War Cabinet in case of 
dispute. 
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ROYAL COMMISSION ON THE PRIVATE MANUFACTURE 
OF AND TRADING IN ARMS 


TERMS OF REFERENCE — 

(1) To consider and report upon the practicability and desirability (both from 
the national and international point of view) of the adoption (a) by the United 
Kingdom alone, (b) by the United Kingdom in conjunction with the other 
countries of the world, of a prohibition of private manufacture of and trade in 
arms and munitions of war, and the institution of a State monopoly of such 
manufacture and trade. 

(2) To consider and report whether there are any steps which can usefully 
be taken to remove or minimize the kinds of objections to which private manu- 
facture is stated in Article 8 (5) of the Covenant of the League of Nations to 
be open. 

(3) To examine the present arrangements in force in the United Kingdom 
relative to the control of the export trade in arms and munitions of war, and to 
report whether these arrangements require revision, and, if so, in what directions. 


MINUTES OF EVIDENCE 


TAKEN BEFORE THE 

ROYAL COMMISSION ON THE PRIVATE 
MANUFACTURE OF AND TRADING IN ARMS 


SEVENTH DAY 

Wednesday, 17th July, 1935 


Present : 


The Rt. Hon. Sir John Eujon Bankes, P.C., G.C.B. (Chairman). 


Sir Philip Gibbs, K.B.E. 

Dame Rachel E. Crowdy, D.B.E., R.R.O., LL.D. 
Sir Thomas Allen. 


Sir Kenneth Lee, LL.D. 

Professor H. 0. Ghtteridgb, K.C., LL.D., M.A. 
Mr. J. A. Spender. 


Mr. E. Twbntyman (Secretary). 

Mr. D. Haigh (.issistant Secretary). 


Professor Guttericlge-. With your permission. Sir, 
I should like to make a statement to the following 
effect. I have recently become the sole executor and 
trustee of an estate which comprises a certain number 
of shares in Messrs. Vickers, Ltd. and Sir W. G. 
Armstrong Whitworth & Co., Ltd. In case my name 


should appear on the register of shareholders of those 
companies, I wish to make it perfectly clear that I 
am not, and shall not he personally interested in tho.se 
shares, and that they will he transferred at the 
earliest possible moment to a beneficiary under the 
trust. 


The Rt. Hon. Sir William Jowitt, P.C., K.C., appeared on behalf of the Union of Democratic 

Control. 


1039. Chairman : Sir William, we have a copy of 
your clients’ printed case,* and from what passed 
between ns last night I understand ,what yon propose 
to do is to put that printed case in as read. Since 
last night the case has been slightly revised, and I 
have no objection at all to the case as revised being 
submitted as evidence. 

Sir William Jowitt-. Thank you. Sir John. 
What I am proposing to do is to put that case in, 
and in the course of the few observations I am going 
to make about it to call attention to certain passages 
in it, and make any comments which I think proper 
upon it, so that those matters are clearly before you, 
and the eye and the ear can follow together certain 
passages. 

1040. Chairman: Then you wish to address us and 
afterwards to examine your witnesses ? 

Sir William Jowitt: That is so. Sir John. 

1041. Chairman: We have no objection to that. 

Sir William Jowitt: I am much obliged. I 
might explain at the very outset, so that there may 
he no doubt about it, that the body for whom 
I have the honour to appear are cpiite frankly a 
Socialist body, believing in the Socialist theory. 
They are therefore perfectly ready and predisposed 
to take the view that a government concern is desir- 
able on that ground alone. I mention that, and I do 
not want to conceal that at all, because, of course, 
you win discount, so far as you think necessary, the 
conclusions that we have come to in the light of that 
theory. Of course, you are in no way concerned 
with that theory, and you might think that we have 
too readily come to a conclusion by reason of oui 
predisposition. On the other hand, we have tried, in 
making out this case, to divorce our minds altogether 
from the general theory and to consider this par- 
ticular matter of the arms traffic on its own merits 
and quite separately and independently from the 
general theory which we support. 

I mention that because I do not want to conceal 
the position of the Union in any way. They are a 
Socialist body, but they have considered this matter 
apart from the general, ordinary thesis. 

The next thing I want to put to you is a word in 
justification of my appearance here, and it is this. 
It is quite obvious to any of yon who have read, as 

* Appendix pp. 166 to 214. 


I have no doubt you have read, our evidence, that 
it has been prepared by a person or persons who 
know a great deal about it, and have a very extensive 
knowledge of the subject which you are considering. 
They have thought right to set out before you and 
endeavour to convey to you the facts which they have 
gathered about this particular trade. 

Now, Sir John, generally speaking, for obvious 
reasons I am not in a position to call the persons 
who have been responsible for putting our case 
together. The facts which are stated in the case, 
I think, are largely beyond the realm of controversy, 
and an inspection of the armament works would 
reveal most of the facts which are set out. As far as 
the financial parts of our case are concerned, an 
inspection at Somerset House would confirm them. 
But I shall be able to call before you witnesses who 
have studied this matter carefully and will be able, 
I hope, to answer questions which may occur to you. 
May I add that if there are any questions of a tech- 
nical nature which you would wish to ask, and you 
will let me know of them, I shall be very happy to 
get somebody to deal with them. 

Now, Sir John, the next thing I want to say is 
this. We have not put this case before you at all 
from the point of view of pacifipi. We shall 
have something to say about the desirability of sup- 
pressing this traffic, but we have addressed our 
minds to this problem quite frankly in this form. 
We concede that the state has inevitably to be 
armed as things are to-day, and for the purposes 
of to-day’s discussion we concede that it is legitimate 
for you to consider whether the steps which are pro- 
posed will lead to satisfactory and efficient results. 
We shall endeavour to show you by evidence that the 
existing system, so far as armour and heavy ordnance 
is concerned, is an ill-devised system, combining the 
very worst features of private enterprise and col- 
lectivism, that it results in the state having to pay 
far higher prices than are necessary for the arma- 
ments which it buys, and that it does not provide 
adequate room for expansion. 

Before I go any further in these observations, I 
want to say just this word or two about the ques- 
tion of desirability because, of course, you have to 
consider the desirability as well as the practicability 
of putting an end to the export trade in arms. I 
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have not got the figures before me as fully and 
comiiletely as I should like, but in order that you 
may observe, throughout, in what direction I am 
working, and in order to have a sense of proportion 
and perspective, I think it is desirable to have at 
the outset the sort of figure which we are dealing 
with. I quote from an answer in the House of 
Commons on the 39th May of this year. In 
reply to a Question by Mr. Lnnn, Colonel Colville 
published a statement showing the quantity and 
declared value of arms and ammunition, and military 
and naval stores, registered as exported from the 
United Kingdom to foreign countries during the year 
1934. The total exports came to £1,285,000. That, 
I understand, does not include aircraft, and does not 
include ships. I think they come under different 
categories in the official statistics. But it would 
seem very broadly to include all those matters which 
would be the subject of a licence, and the total 
therefore is in round figures £1,285,000 

I mention that figure because some people seem 
to think that any restriction in the export trade in 
arms would spell a shattering disaster to the indus- 
try in this country. I have not got, and I do not 
know whether it will be possible for you to get, 
the figures of home production, the amount which 
we spend at home in arms and munitions; but it is 
quite obvious that the figure, whatever it may be, 
is a figure which is vastly greater than the figure 
which is specified in this Answer, which is £1,285,000. 

The next thing to be said in regard to this aspect 
of our work is as follows. It must not be forgotten 
that we are presenting the case to you, and inevit- 
ably so, without having had the advantage of any 
sort of disclosure of books or documents or accounts, 
or without having heard what the arms trade, or the 
witnesses on behalf of the arms trade, are able to 
specify. We are therefore in an entirely different 
position from those who are conducting this inquiry 
now, and in our evidence we are finding ourselves up 
against this difficulty, of not ourselves being able 
to obtain the evidence. We have therefore quite 
roundly and boldly suggested that you should take 
some steps comparable with those which are being 
taken in America in order to be certain that you 
get to the bottom of this matter, and in order to 
get the evidence of the witnesses which we have not 
been able to get. You will not think I am making 
this suggestion with regard to this evidence in any 
manner which involves any disrespect to the function 
of this Commission; far from it. We are satisfied, 
and we think yon will be satisfied, that if the public 
conscience is to be set at rest in this matter, it 
can only be if the public feel that the investigation 
which your Commission are making is as full and 
complete as possible. We cannot ourselves get the 
evidence, and we have therefore suggested many 
points in which we hope you will think it proper to 
send for witnesses, for documents, for agreements 
and so on ; and with regard to some of those matters, 

I will say something in a few moments’ time. 

Now, Sir John, I should like to say a word or two 
on the question of desirability. Well, now, in the 
old Victorian days one used to hear it said some- 
times, “ If the Chinese insist upon having opium, at 
least let us see that the opium is carried in British 
bottoms.” I think we have progressed a little from 
that point of view. We are a.sking you to say that 
this arms trade, this export of arms, small though it 
may be in amount, is doing, at the present time, 
incalculable harm in rousing international distrust 
and international unrest, that the trade is an un- 
desirable and discreditable trade, conducted only too 
frequently by discreditable methods. It would be 
one thing, and quite iiossibly a proper thing, if arms 
were manufactured in this country, for a nation that 
does not manufacture arms to come to this country 
and ask, and ask publicly, for arms to be supplied to 
it. Such a thing is, of course, possible, and we trust 
that as a result of this Commission we shall do away 
with the touting which goes on at the present time. 


involving, as it must do, heavy overhead expenses, 
and, involving, only too frequently, as we see it, and 
as we believe, discreditable methods which cause 
many difficulties in our private and foreign affairs. 

We contend that the arms trade must have, on 
a priori grounds, these tendencies. There must first 
of all be a tendency towards militarism. The profit- 
making motive, a perfectly legitimate motive in 
ordinary commercial dealings, must tend to make a 
man press his wares, and on our evidence we are 
satisfied as to that. 1 would call your attention to 
this. It is towards the end of Part II of our state- 
ment of evidence, and I will, with your permission, 
read these passages* : 

“ If a manufacturer wishes to extend the sale 
of his wares, both in this country and abroad, he 
advertises, tries to supply a better or cheaper 
article than his rivals, and generally tries to per- 
suade possible consumers that thej' will get more 
value in use from their purchases than the money 
they will expend on them. The amount of the 
sales which he can effect in this way depends 
partly upon the wealth of such consumers, partly 
upon his success in creating the opinion that it 
is important for or useful to the consumer to 
ptossess the article. But the demand for arma- 
ments differs in several respects from the demand 
for ordinary commodities.” 

And we set out four respiects, as we see them ; 

‘‘ 1. A manufacturer of commercial goods who 
increases his sales in a foreign country does not, 
by so doing, increase his home demand ; in the 
case of armaments, he does. If an English firm 
builds destroyers and submarines for a foreign 
government this tends to lead to a demand for 
an increase in the British Navy. 

“2. A foreign manufacturer who increases sales 
in his own country, does not by so doing increase 
the demand for the commodity in our country, 
but in the case of armaments he does. If Krupps 
can persuade Germany to order more artillery, 
this leads to a demand for more artillery in 
England. 

“ 3. In the case of armaments the consumer 
is the state and has great wealth or resources; 
thus if the state can be persuaded that arma- 
ments are necessary, they will be bought what- 
ever the cost. But however necessary commer- 
cial goods may be, a maker cannot increase his 
sales among the poor. 

“ 4. In the case of armaments the consumer 
is the state and the usual methods of advertising 
are not efficacious; they can, however, be re- 
placed by the interested parties working up a 
patriotic agitation. Lord Snowden’s speech on 
the Naval Estimates in 1914 made Members of 
Parliament aware of the way in which the scare 
of 1909 was managed. 

“ Tlius, whereas the interests of ordinary men 
lie in peace and security, the interests of those 
who live by the sale of arms and materials of 
war lie in fear, insecurity, and ultimately, in 
war.” 

That summarises our objection to private trade 
in arms, both at home and abroad ; but abroad we 
have the tendency — and I am dealing with the ten- 
dency — to corruption through secrecy and lack of 
publicity, and I shall give you chapter and verse 
for this. Finally we say that the piresent system 
is an inefficient system through inadequate organisa- 
tion, and in the case of heavy steel and heavy 
ordnance an out-of-date and inadequate works lay- 
out, coupled with the lack of any adequate control. 
1042. Chairman : The scare of 1909 which you speak 
of is, I suppose, the Mulliner incident? 

Sir William J owitt : Yes, Sir. 

Now I want to say a word or two about corruption. 
We are, as I have said, frankly, Socialists. Those 
for whom I have the honour to appear may be 

* Appendix p. 168. 
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thought to be prejudiced about this matter, and 
therefore I do not want to put this case only from 
our point of view. I want to jiut this case from the 
point of view of an arms manufacturer describing the 
situation as he sees it in the Balkans. This is one 
of the letters which came out in the American In- 
quiry. The letter is dated 10th October, 1922, and it 
is at page 2,595 of the American proceedings. It is 
a letter from the sales manager, a Mr. Taylor, to his 
company, the Du Pont de Nemours Company, the 
big explosive manufacturers in the United States of 
America, describing what happens when he goes to 
try and sell his wares in the Balkans. 

1043. Chairman: But is that a matter which I can 
admit P It is a letter from whom to whom? 

Sir William Jowitt: It is a letter from Mr. 
Taylor to the Du Pont de Nemours Company. I 
want to show you at any rate this: It is commonly 
believed and commonly conceded that the method ot 
selling to small foreign countries such as those in 
the Balkans is this. You go to them, and you have 
to persuade some officer of state, be he the minister 
of finance, or the minister of war, or whatever he 
may be, that he will get a very substantial commis- 
sion if ’he will place an order for your goods, and 
unless you do that you cannot sell your wares at all. 
It is also known that in order to get his commission 
he does thereupon place the order. The result of 
his placing the order, and the country buying tlm 
wares is therefore that the neighbouring country is 
forced to buy also. I propose to read this letter, 
with your permission, to show that that is a view 
which is not held by mere uniiifornied people, or 
advanced people like my clients, but it is held by 
an arms manufacturer who is himself out on the 
spot. I then propose to show you, if I may, that so 
far as the British arms firms are concerned there are 
two letters written by a gentleman who is concerned 
in it, saying that he realises that what he 
enphemistically calls “ grease ” has got to pass in 
these arms transactions. 

1044. Chairman: I cannot admit this letter, nor 
can I admit without evidence any statement that 
bribes are given to representatives of foreign 
countries. You may put that forward as a hypo- 
thetical case, but you cannot put it higher than 
that; and of course the other letters you refer to, 
if they are written by representatives of a British 
firm whom we can have here and examine, that is 
another matter. 

Sir William Jowitt : Then, Sir, this letter is 
not written by a representative of an English firm. 
It is a gentleman in the Balkans indicating what 
English firms do. 

1045. Chairman : What he says English firms do ; but 
I cannot admit that letter as evidence on that? 

Sir William Jowitt : Is it not material, then, 
if it only goes to this question? Is it not at all 
material to you to know that this is a statement 
which is commonly believed ? Because I can con- 
ceive that if people, whether rightly or wrongly, 
believe that there is this graft, and this discreditable 
work done, that at any rate in itself, true or false, 
may be a reason for doing away with the private 
trading in arms. 

1046. Chairman: We have had abundant proof 

that people believe it, whether rightly or wrongly ; 
but that is another matter. I cannot admit it. It 
is outside the ruling that I gave as to the way in 
which we shall conduct this Inquiry. We are quite 
prepared to admit any letter written by an English 
person whom we can call as a witness, and whom we 
can examine as to the correctness of the contents 
of a letter, but a letter of this kind we cannot admit. 

Sir William Jowitt : Then I will ask you this. 
You will see that in this letter a particular man is 
mentioned. I would ask you to call that man, or to 
endeavour to secure a witness who shall come and 
give evidence before you. 

1047. Chairman: Yes. Have you given the name? 

Sir William Jowitt: Sir Basil Zaharoff. 


1048. Chairman: Yes; we have had his name men- 
tioned before. 

Sir William Jowitt : I shall ask you to see that 
Sir Basil Zaharoff is brought to give evidence before 
you. I do not think your ruling applies to the 
letters from Captain John Ball, of the Soley Arma- 
ment Company, to the American Armament CoiTiora- 
tion, whom he is making liis sole agent in America, 
because those letters are written by somebody who 
describes himself at any rate as being an agent to 
our Government for the sale of arms. He writes this 
at page 672 : “ As we are really the sole selling 

channel for small arms, etc., which belong to the 
British War Office,” and so on. On page 675 he 
writes this : ‘ ‘ We fully understand that arms deals 
are not usually done without some officials getting 
‘ greased ’ hut if any palm oil is required, it has 
to be added to the price, and as our prices are at 
least SO per cent, less than factory prices for the 
same arms, they will stand a lot of ‘ grease ’ and 
still he cheaper than the manufacturers’ prices.” The 
answer you will find comes at page 684, where the 
American firm say: “ Y’’our remarks anent greasing 
the wheels that make the deals go around are very 
true and we fully appreciate that very often oil 
must he added to your quotations. In this connec- 
tion will you make it a point to always quote us 
your prices net to us c.i.f. New York.” 

The writer of the other letter I referred to — I 
was not aware of this at the time, or I should have 
told you — is the joint agent of the Du Pont de 
■Nemours Company and I.C.I. Under those circum- 
stances does your ruling hold, or do you rule that 
that letter may he read? 

1049. Chairman : Well, the exact passage in our 

ruling which I gave when we commenced these Pro- 
ceedings was : “ In the case of firms and individuals 
resident and carrying on business abroad, and of 
transactions taking place wholly abroad, it is clearly 
not practicable for the Commission to carry out any 
satisfactory investigation of allegations that may be 
made. The Commission, however, will not decline 
to allow witnesses to cite, in support of an argu- 
ment, cases in this category which have been the 
subject of public allegation or report.” 

Sir William. Jowitt : That has been the subject 
of public allegation and report, and formed the sub- 
ject of inquiry before the American Tribunal. 

1050. Chairman : Y"ou say now that Taylor is an 
agent of whom? 

Sir William Jowitt : Of Imperial Chemical In- 
dustries, of London. He is a joint agent for that 
company and the American company of Du Pont 
do Nemours. 

1051. Chairman: Will you just leave this for the 
time being, Sir William ? I will deal with this after 
the adjournment. 

Sir William Jowitt: If you please. Sir. 

1052. Chairman: Let me just look at the letter 
again. I do not want to exclude anything that 
under my ruling ought to he admitted. 

Sir William Jowitt: It is at page 2595. We 
include this gentleman, under the heading of “ Im- 
perial Chemical Industries,” amongst the list of wit- 
nesses whom we hope you wdll call before you. 

1053. Chairman,: But is ho in this country? 

Sir William Jowitt: I believe he is in Pans. 

1054. Mr. Spender: Is ho British? 

Sir Willia 7 n Jowitt : That I do not know, Mr. 
Spender. 

1055. Chairman: I will deal with it after the 

adjournment, because I should like to read the letter 
through before I give a final decision. 

Sir William Jowitt: If you please, Sir. We 
have a phrase which is certainly corroborated in the 
letter which I read to you from Mr. Ball, that in 
selling arms to small countries, officials and that 
of course means officials high up — have to be 
“ greased.” 

1056. Chairman: You say “officials high up.” I 
do not think you ought to jump to this sort of con- 
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elusion. I do not know who the officials are. They 
are officials, yes. 

Sir William Jowitt: I am not talking about 
this country at all, Sir John. 

1057. Chairman : No, I agree. 

Sir William Jowitt: That is why, of course, 
one wants to read these letters, because, not having 
had any disclosure, in the nature of things it is im- 
possible for us to give chapter and verse for these 
things. We can only say it is commonly believed by 
those concerned in the sale of arms. AVe do not 
suggest. Sir John, for one moment, that any- 
thing comparable with that goes on in this 
country at all. Of course, it is ridiculous to 
suggest that the Chancellor of the Exchequer could 
be bribed, or that anybody in that sort of position 
could be bribed. We do not suggest it for a moment, 
but what we do say, and what we ask you to consider, 
is this. AVe set out in Part VI of our statement of 
evidence* the very large number of people who are 
in control of the armament firms to-day, who have 
come, and come directly, from government offices; 
from responsible and important positions in govern- 
ment offices they have gone straight over to the arms 
firms. Now, let me make it quite plain that I am 
not making any suggestion against the good faith 
of these people. I have not the slightest evidence 
that any one of these gentlemen has ever been 
actuated in any improper way — not the slightest — 
and I am not going to make any suggestion against 
any one of those gentlemen. But I do suggest that 
a system whereby those who are responsible for con- 
tracts, or for engineering design, or whatever it may 
be, should frequently and habitually go over to the 
ai-mament firms, is a very undesirable system as a 
system. I realise, and it is perhaps fair to say this, 
that such a system is perhaps inherent in the private 
trade in armaments. You cannot run an armament 
firm if its directors and management are going to 
be — what shall I say.P — a lot of lawyers. You must 
manifestly have people who understand about sub- 
marines, and ordnance, and big guns, and so on. 
Such a system must be inevitable. If it is inevitable, 
it is another additional and strong reason, as we say, 
and as we see it, against the private traffic in arms. 
After all, it must tend to put a man in a very difficult 
position. Take a man like an engineering director, 
or a director of contracts, who has every reason to 
hope for a position. Suppose at the end of his time 
he will be taken into, say, armament firm A.B., and 
whilst he is still in government employment, and has 
control to a certain extent, a question comes up as to 
what firm is to have a certain contract allotted to it. 
Now, I have no doubt that these people do the best 
they can in the government interest, and do not allow 
themselves to be actuated by any improper motives. 
But I do say this ; Any system which allows a man 
to be placed in a position where his duty and bis 
interests may conflict is a bad system, and for that 
reason we call your attention to this state of affairs, 
and we say it is very undesirable that it should 
continue to exist, and we say that in certain cases 
it has given rise to trouble. 

In that connection the case of Mayers has been 
quoted frequently. You will remember the position 
there. There was a man who had no corrupt motive. 
He was found guilty, but merely bound over. He 
had left his position, and he had taken with him 
certain documents which he had — plan.s — which he 
had in his possession as a government servant, and 
had taken them over with him when he was trans- 
ferred to his new post in an armament firm. The 
matter has been dealt with in the American Inquiry, 
in Part I of the Proceedings, and this evidence is 
relating to an Englishman, and therefore is not 
subject to any bar under your ruling. It is Exhibit 
No. 172 at page 438 of Part I. 

Commander Craven is writing to Mr. Spear : — 

“ My Dear Spear : I have pui-posely not 

ivritten to you about Mayers because I thought 
it only fair and right that I should not do so 
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until after the result of his trial. He appears 
at the Old Bailey next week and all I can tell 
you is that the case will be tried in camera and 
that the charge is a serious one. 

“ I have very definite assurances from Lord 
Beatty, from the Director of Naval Intelligence 
at the Admiralty, and from the Chief of Staff of 
the Submarine Service (who was largely re- 
sponsible for my taking Mayers on) that A^ickers 
can in no way be implicated. Even when the 
trial is over I do not think I shall be able to 
let s'ou know the whole story until we meet, 
which I hope will be before long.” 

Then in the next Exhibit, No. 173; — 

“ My Dear SpeiVR: For your private informa- 
tion, Mayers has called me for the defence. I 
told the Admiralty I was afraid he would do so 
if they did not call me for the prosecution. How- 
ever, it will give the prosecution a chance of 
getting out of me exactly why I engaged Mayers, 
and I have so far received definite confirmation 
from I^rd Beatty that, in taking Mayers, Vickers 
acted in the interests of the Admiralty and they 
apologize for the trouble they have landed us into. 

“ Lieut. Commander Camming, who is a sub- 
marine officer of considerable standing, has 
recently joined my staff.” 

That is a case of a man definitely placed, by direct 
transference frtom government service to private 
service, in a difficult position in which he certainly 
made what the judge trying the case described as a 
serious error of judgment. But we ask you to say 
that these young men should not be put in a position 
where they can make serious errors of judgment of 
that sort. In that connection I call j'our attention 
to Part VI of our evidence, under the heading 
“ Armstrong-Siddelcy Development Co.," and par- 
ticularly to the facts in relation to Mr. Green. He 
was allowed to take with him the drawings and ail 
the information which was available on air-cooled 
engines, and it was on the basis of that informa- 
tion that Armstrong’s engine work has been built up. 
AVe ask you and invite you, in the course of the in- 
quiry, to investigate and see whether that is so, and 
to say whether it is right that some ijeople may take 
their drawings and some may not, and relate it to 
the question of whether that procedure does not give 
scope for errors of judgment of this character. 

It is this atmosphere of suspicion, which I think is 
quite commonly and not unreasonably felt, that oasts 
a cloud over our minds when we are reading some of 
this evidence, and makes us suspicious, when we 
read that letter which has been referred to before 
at page 406 of Part I of the American evidence. 
Commander Craven writes thus : — 

“ I wonder whether you have heard that our 
old friend Percy Addison in now the director of 
dockyards. I helped him all I could to get the 
job, and I think he will be an ideal fellow for it. 
It means his retirement, but it also means his 
having a permanent job for about ten years if 
he behaves himself, and as he has no private 
means worth talking about, you will appreciate 
what this means to him. I have suggested to 
him that you and I, and he and Johns (who is 
anxious to meet you), should have a party and 
thoroughly wet the aijpointment next time you 
are over here.” 

Now, I conceive it to be quite possible that that 
letter is capable of an innocent explanation. I con- 
ceive it to be, on the other hand, unfortunate that 
all this matter has to be looked at in this atmosphere 
of suspicion, which I think is not unreasonable sus- 
picion, and I, on behalf of the Union, certainly in- 
vite this Commission to see that that matter is, in 
the public interest, very thoroughly probed. 

For the rest, I would say this. AVe submit that 
one of the problems inherent in a system of private 
traffic in arms, at home as well as abroad, is that the 
people you employ to help you and to conduct that 
service, must, in the nature of things, be people who 
are largely drawn from those services— the fighting 
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services — which they have just left; and we suggest 
that that is an undesirable feature in our public life. 

Now, Sir John, the next objection wo make to 
private traffic is that it must tend towards mili- 
tarism; and I cannot do better than quote, in sup- 
port of a point of view which I suppose is not 
capable of any exact scientific proof, the words of 
Lord Wcmyss— who, after all, cannot be considered 
as being a sloppy iiacifist, or anything of that sort 
which we have thought right to set out at the begin- 
ning of Part V of our evidence.* I would call your 
attention to these words ; “ . . . the following 

reference is made in a memorandum drawn up by 
Lord Wemyss and Mr. W. Harbutt Dawson : 

‘ Apart from the moral objections to the pre- 
sent system, which makes warfare a direct occa- 
sion of private gain, the system is attended by 
the inevitable consequence that the multiplica- 
tion of armaments is stimulated artificially. 
Every firm engaged in the production of arma- 
ments and munitions of any kind naturally wants 
the largest possible output. Not only therefore 
has it a direct interest in the inflation of the 
Navy and Army Estimates and in war scares, but 
it is equally to its interest to push its foreign 
business. For the more armaments are increased 
abroad, the more they must be increased at 
home. This interrelation between foreign and 
home trade in armaments is one of the most 
subtle and dangerous features of the present 
system of private production. The evil is in- 
tensified by the existence of international arma- 
ment rings, the members of which notoriously 
play into each others’ hands. So long as this 
subterranean conspiracy against peace is allowed 
to continue the possibility of any serious con- 
certed reduction of armaments will be remote.’ ” 

Now, Sir John, in your terms of reference you 
are asked to consider and report upon the prac- 
ticability and desirability, both from the national 
and international point of view, of the adoption by 
the United Kingdom alone, and by tbe United King- 
dom in conjunction with other countries, of a pro- 
hibition of private manufacture. Many people will 
say : “ Well, desirable as this thing may be, it is 
impossible that any other country should follow 
suit”; and therefore I will remind the Commission 
of that with which I have no doubt they are fully 
acquainted, that the French, Danish, Polish and 
Spanish countries have already made this proimsal. 
Other countries have insisted that the trade should 
be internationalised, but at least it would seem prob- 
able that if we will only take this step, there are 
other countries, France included, who will be only 
too ready to follow us. And you will remember. Sir 
John, that so far as Sweden is concerned, by a law 
which becomes operative in 1938, the Swedish Govern- 
ment have already arranged that the manufacture 
altogether a;)art from the export — the manufacture 
of arms shall be put under most rigorous public 
control ; not state manufacture, but public control. 

We call attention to the fact that the advertise- 
ment by British firms of arms abroad may have an 
unfortunate effect on the belief which people have as 
to the pacific intentions of our Government; and it 
is the fact, for instance — you can send for the papers 
— that Vickers have been advertising in the German 
papers from April, 1932, to March, 1933, in the 
papers Militar Wochenhlatt and Wehr und Waff en, 
which are monthly papers, advertising their tanks 
for sale and describing their merits and advantages. 

I pass from that to ask you to consider what 
perhaps has not been put to you before. What are 
the ramifications of the armaments trade in this 
country? What does it consist of; what are its 
connections at home; what are its connections 
abroad? We have gone through this matter as care- 
fully as we can. We cannot, of course, hope to have 
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the information which will be forthcoming in due 
course to you in the course of your inquiry, and 
from the skilled investigators whom you may employ, 
nor can we hope to have as much information as the 
Government. We think it right, however, to call 
your attention to this piece of evidence that should 
combat any evidence which may be brought to the 
contrary eflteot. It is an answer given by our 
Government, and, as we suggest, it is a very re- 
markable answer. A Committee of the Disarmament 
Conference determined, in view of the suggestion of 
the French Government to make an end of the 
traffic in arms, to find out, by means of a question- 
naire in each country, w'hat the position of the arms 
traffic in each country was. This is the question- 
naire which was addressed to the various states, and 
I am going to read our Government’s answer : 

“ What undertakings in the territory under the 
jurisdiction of your State are chiefly, or largely, 
engaged in the manufacture of the articles coming 
under categories I, II, HI and IV of the 1929 
draft Convention . . . ” — ^that would be roughly 
arms and armaments. Sir. Our Government 
answered that question in this way ; they set out 
the list of their state factories, the Royal Arsenal, 
Woolwich, the Royal Gunpowder Factory, Waltham 
Abbey, and so on, eight of them in all, and then 
they say : 

“ With the possible exception of certain firms 
manufacturing sporting weapons, and a few firms 
manufacturing aircraft (civil and military), there 
are no private undertakings in the United King- 
dom which can strictly be described as engaged 
chiefly or largely in armament manufacture. 
Even the largest firms, such as Vickers- 
Arrastrong, making armaments in this country, 
devote only a portion of their time and out- 
l)ut to this form of work, their other activities 
being entirely unconnected with armaments. ”t 

They say “ devote only a portion of their time 
and output,” they are not “chiefly or largely en- 
gaged in armament manufacture.” 

That is the evidence, and I felt it right to bring 
it to your attention as a most astounding answer 
to anyone who knows the facts. It certainly would 
be an astounding answer to Sir Herbert Lawrence, 
who was chairman of Vickers and Vickers- 
Armstrongs, because he, on the 4th April, 1932, eleven 
months before our Government gave its answer, at 
the general meeting of Vickers, Limited, dealing 
with Vickers-Armstrongs — in which firm Vickers hold 
the bulk of the shares— says : “Vickers-Armstrongs 
depends very largely on armaments for its existence.” 
And yet eleven months later, our own Government 
says that there is no firm largely engaged in the 
production of armaments. I have a catalogue of 
Vickers-Armstrongs before me. They say here : “ The 
production of armaments is an important item of 
the engineering products of the world.” They show 
you guns which they have frequently made for the 
Italian, Spanish, and Peruvian Governments, the 
Lithuanian Government ; and they deal with their 
howitzers, and they deal with under-water warfare. 
They say in that section dealing with under-water 
warfare that they are in the unique position of 
possessing the world patent rights of all the useful 
modern developments in connection with submai ines, 
mines, depth charges, and paravanes. 

I call attention to the phrase “ the world patent 
rights,” because the world, of course, includes 
Germany; and in due course you will no doubt 
wish to inquire — at any rate we suggest that you 
should— what are the arrangements between Vickers 
and the various German firms. We suggest to you 
that it is an astounding view to take, and we do 
not believe, nor do we suggest that you will believe, 
that the directors of Vickers-Armstrongs would sup- 
port the suggestion, that Vickers-Armstrongs is not 
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largely, and is not mainly — I will not say mainly, 
but at any rate largelj’ — engaged in the production 
of arms. 

Now we come to what I think is a particularly 
telling part of the evidence which we have been able 
to collect for you. We find that the armaments trade 
falls under several headings and groups to .which, I 
think, wholly different considerations apply. Let me 
just run through them. There is first of all, of course, 
the heavy armaments. By that I mean armour plate 
and heavy ordnance. You will find that the facts 
there are that in a comparatively defined area there 
are three or four firms very closely inter-connected, 
who are alone responsible for that part of the 
industry. I shall have presently to call your atten- 
tion to certain points which make us say that the 
organisation and lay-out of that industry is 
thoroughly inefficient. If one includes ships — of 
course very different considerations arise as to ships 
— you will find, if you look through that part of our 
evidence, that there are many more firms, that they 
are much less closely connected, and 1 know, by the 
reason and the very nature of things, there is, and 
indeed must be, a different legal position. No firm 
in this country could start building a ship for a 
foreign government without getting the approval of 
our government before it does the first thing towards 
it. It is not a question of getting an export licence 
after you have made the things. It is manifest that 
you must get approval first of all. Further, of course, 
with regard to the building of ships you have more 
publicity. Anybody who has interested themselves 
at all in these matters must know what ships are 
being built for what government in this country. 

Therefore you have a division of the arms industry, 
heavy arms and ordnance, which supply the armour 
plates for the ships; and what differentiates a war- 
ship from an ordinary ship is, of course, very largely 
the fact that the .warship has heavy armament, heavy 
armour plate and heavy ordnance. Therefore ships 
are in a different position. 

Then you come to the chemical industry, with its 
apjjlication to explosives and poison gas. There you 
find the matter very largely, of course, in the hands 
of the I.C.I. ; and just as those who have put this 
case together have said that in the case of heavy 
armaments they regard the industry as completely 
inefficient, in the case of the I.C.I. they say, speaking 
b5' and large, that the production is very efficient — 
the production is efficient, and the organisation good. 
They are responsible, of course, for explosives; but it 
is not, like it is in the case of heavy armament, a 
main or a large or a chief part of their business; 
it is comparatively small, of course, compared to 
their business as a whole. 

Then I pass from the chemical industry, which I 
will deal with in due course, to consider the aircraft 
industry. Here you have again a completely different 
problem. You are not suffering from the old- 
fashioned lay-out which you have tinkered with and 
tried to bring up to date. You have got a more or 
less empiric industry springing up, you have got a 
considerable number — as we know, if we read the 
papers, almost every day the number is increasing — of 
private firms who engage in aeroplane manufacture. 

I shall call before you on this topic a witness who can 
speak with great authority, and he will point out 
that that inclu.stry is being inefficiently run, for this 
reason. It is quite obvious that .we are wanting to 
try out all sorts of types, but it is equally quite 
obvious that the kernel of that industry ought to be 
the research department. You ought to get some of 
your finest scientists in this country thinking this 
problem out, and what they think out in their 
research work ought to be made available to all these 
people. At the xiresent time you have many of 
these firms indulging in their own little bit of 
research, which too frequently may overlap with other 
research, and which of course is not made available 
to the others. In so far as they are on government 
research, the government officials are placed in a 
particular difficulty, in that if they are asked by A. 


to make certain inquiries, they obviously cannot 
reveal the result of those inquiries to B. Thus you 
have an industry which for those reasons is in- 
efficiently conducted and inefficiently run. It seems 
to us that it is really unscientific to talk about the 
arms industry as a whole, as though you could neces- 
sarily apply the same arguments and the same canons 
to one group of armaments as you can to another. 
I am afraid that I have not a great knowledge of 
this subject, but the greater knowledge of the subject, 
the great knowledge which is set out, as I think 
everybody will agree, in this evidence, makes us 
understand that we have got to consider each of these 
three categories separately, and that arguments which 
apply to one do not necessarily apply to another. 

I propose first of all, therefore, to consider the 
heavy armaments industry, and in considering that 
I will say a word or two about small arms. In 
Part IV of our evidence, we set out the position 
under Chapter 2.* We say there: “Armour plate 
and steel for heavy ordnance is manufactured by 
three firms only. These are the English Steel Cor- 
poration, William Beardmore & Co.', and Thomas 
Firth & John Brown.” Now, let me say a word or 
two about those companies first of all. Vickers are 
a holding company, and Vickers hold the shares in 
Vickers-Armstrongs. Vickers-Armstrongs is in a imsi- 
tion of controlling the English Steel Coriioration, so 
therefore the English Steel Corporation and Vickers- 
Armstrougs may be treated as being one. With regard 
to William Beardmore & Company, the position is 
less certain. Investigation will easily enable you to 
find out what the position is, but I think I should 
be right in saying that by very large holdings of 
preference shares — Beardmore is now run by trustees 
for the debenture holders in the Law Debenture Cor- 
poration — substantially speaking, we see here that 
Vickers-Armstrongs controls William Beardmore & 
Company. Thomas Firth & John Brown are not 
controlled in the sense that the English Steel Cor- 
poration or William Beardmore & Comiiany is, 
though their inter-connection, as I shall show you in 
a moment or two, is very close. The inter-connection 
arises as follows, but before I mention that I had 
better just refer to shells. We see the position with 
regard to that in the third paragraph. “ Shells and 
armoured turrets are manufactured mainly by 
Hadfield. Vickers and Firth Brown do make a 

certain number of shells, but by far the most im- 
Xiortant shell firm is Hadfield.” So you have got to 
consider Vickers, John Brown, Hadfield, Beardmore, 
and the English Steel Corporation, and of those five 
firms, two of them, namely, the English Steel Cor- 
poration and William Beardmore, are controlled, or 
substantially controlled. The other two, Hadfield 
and Thomas Firth & John Brown, so far as Somerset 
House records go, are not; but, on the other hand, 
there is a very nice community of interest, and wo 
set out the nature of that community in the succeed- 
ing paragraphs. 

First of all, steel for armament manufacture has 
to be made from the very finest ore xirocurable, and 
in the old days there was a company called the 
Carnforth Haematite Iron Company, which con- 
cerned itself with the production of ore. That ore 
is now provided, we believe, largely from Sweden. 
You will no doubt investigate it, but we believe 
that there are Swedish companies occupying the old 
position of the Carnforth Haematite Iron Comiiany, 
who still have their interests, but they naturally 
would not be revealed at Somerset House, and there- 
fore we cannot say definitely, one way or the other. 

We want ore, and then we want firebricks, or rather, 
somebody wants them; and we set out that there 
is a company called the Oughtibridge Silica and Fire 
Brick Co., in which the English .Steel Coiporation 
hold a large block of shares. We say; “ The control 
is largely in the hands of the English Steel Corpora- 
tion who hold out of the 177,800 shares some 19,600 
in the name of Vickers and another 19,500 in the 
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name of Caminell Laird. The interests of the English 
Steel Corporation, through Vickers, in the Parkgate 
Iron and Steel Co., give them another 19,500 
shares. Among the other shareholders are Hadfield 
with 19,500 and John Brown with 16,700, and 
Thomas Firth & John Brown (controlled by John 
Brown) with 22,300.” So that in connection with 
their firebricks they are obviously very closely 
related. 

Then I come to nickel. Nickel is, as you know, 
and as we set out here, a very exiiensive raw 
material, costing about £200 a ton, which must be 
used for high class steels such as armament steels, 
and it is very interesting to see what steps the 
armament firms have taken in order to ensure that 
they have sufficient nickel ; and I am going to say 
a word or two about that when I come to consider 
their international importance, because you will find 
that they are linked up there internationally as 
well as nationally, in order to get their nickel. 

Then we state the position in regard to electric 
appliances, and set out the details relating to John 
Brown, Cammell Laird, and the Fairfield Shiiibuild- 
ing Company, forming together the English Electric. 
Then later on — I do not think I need trouble to 
read it — we set out with a wealth of detail the inter- 
national connections. 

Broadly siieaking you may say that John Brown 
and Hadfield are very closely associated lioth by 
the various industries I have indicated, and also 
the banking arrangements with Vickers-Armstrongs 
and the English Steel Corporation set out on the 
ninth and tenth pages of Part IV. So far as 
Vickers abroad is concerned, I do not think these 
facts would be controverted. The firm holds largo 
and important interests in a Polish company, in an 
Italian company of the name of Terni, Jn a 
Rumanian comiiany known as Rcsitza, and in a 
Japanese company which again links up with ^litsui, 
and a Spanish company. The precise extent of the 
holding does not very much matter; you can get 
that very much more authoritatively from other 
sources which you have at your disposal than I can. 
I believe I am right in saying that the Spanish com- 
pany at any rate is controlled, that the Rumanian 
company represents an interest of 30 per cent., and 
that the other companies are very substantially 
controlled. 

Now, Sir John, of course in the linking-up of 
Schneider, the great French group, who of course 
in their turn control Skoda, you find a very close 
community of banking interests in the pages which 
we have referred to. You will also find this. First 
of all, if you look at Part V* of our evidence, you 
will see an extract from an agreement made the 3rd 
January, 1928, between Vickers Limited and Vickers- 
Armstrongs Limited, and we set out a part of the 
fourth schedule. There you will see: ‘‘ The benefit 
of all agreements, and arrangements entered into by 
the Vendors for rendering technical services to others 
in connection with armaments, but subject to the 
obligations binding upon the Vendors in respect 
thereof including agreements and arrangements with 
the following Companies,” and you will find that 
No. (4) is “ Vickers-Schneider.” 

Tlierefore one would infer that there was, or at 
any rate had been, a comiianj' called Vickers- 
Schneider; but Sir Herbert Lawrence has stated that 
there never was such a company as Vickers- 
Schneider, and therefore the reference there to 
Vickers-Schneider presumably could only be that 
there was some comiiany contemplated for some pur- 
pose or other which was going to consolidate the in- 
terests, or concern itself with the joint interests, of 
Vickers and Schneider. I cannot go further than to 
call your attention to that passage, and to tell you 
frankly the explanation which has been given, in 
order that, in that connection, you may make, as you 
no doubt will make, such inquiries as you think 
proper. 
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But I promised to say something about nickel. Sir 
John. The nickel situation is remarkable. There 
was founded in, I think, 1901, a company called the 
Steel Manufacturers’ Nickel Syndicate. Its object, 
as expressed in its Memorandum and Articles, was to 
secure that prompt and satisfactory supplies of nickel 
should be available to all its members. The exact 
words are; “ The object of the Company is the pur- 
chase and distribution amongst members of, inter alia, 
nickel cobalt and other ores ” ; and the Memorandum 
of Association provides for the distribution of assets 
in the form of specie. The original directors were a 
gentleman called Sigmund Loewe, a director of 
Krupps — he is returned in Somerset House only as a 
director of Vickers — and Captain Tresidder, and Mr. 
Clark, and Mr. Noble, of Armstrongs, and Mr. 
Beardmore, of William Beardmore, Limited. In the 
year 1914, at or shortly after the outbreak of war, 
its members were as follows; they are stated in Part 
V of our case. Apart from various clerks who hold 
one share, and whom I will leave out and group with 
the main holders, you will see that the fifth name 
down is that of Cammell, Laird & Company. They 
are English; Vickers, Ltd., are English; Tresidder is 
described as a steel manufactui-er, but was managing 
director of John Brown and Armstrong- Whitworth ; 
and then I will leave out some, if you will allow me 
to do so, until we come to Hadfield and Beardmore. 
There are six well-known English firms there, each 
of them with 125 shares. Then the Germans and 
French, who are also members, had an equal number 
of shares. The Germans 3 mu will see just under 
Armstrong- Whitworths. Thej' are Fried Krupp 

Aktiengesellschaft, with 125 shares, then — leaving out 
the next one — Der Dillinger Huttenwerke, with 118 
shares, with a nominee which brings them up to 125 
shares, and then there is one other German or 
Austrian firm, Witkowitzer-Bergbau und Eisenhutten 
Gewerkschaft, Austrian steel manufacturers, with 125 
shares. The French had a corresponding number : 
The Schneider Companj', 125 shares ; the Compagnie 
des Forges de la Marino, 125 shares; and the Com- 
pagnie des Forges de Chatillon, 125 shares. So that 
the English on the one liand, and the French and 
Germans on the other hand, exactlj' balance; and the 
balance of the shares was held by an Italian Corn- 
pan}', whose name you will find, the Soceita Di Terni, 
of Rome, who, as I have said, are a company in 
which Vickers had, and I believe have, a substantial 
though not a controlling interest. 

That was the position, you will see, at the 23rd 
October of 1914. The present position of the com- 
pany is worth looking at at the moment, because it 
leads to obvious scope for inquiry. On the following 
page of the statement of evidence I would call your 
attention to this. First of all, you will see the last 
three names, 248 shares, 1 share, and 1 share; that 
is 250 shares. They obviouslj' represent the old Vickers 
and Armstrong Whitworth holdings. They each had 
125 shares before, and now they have 250 shares be- 
tween them. Tlie first name is Beardmore again, 
and it has still got the 125 shares. The third name 
is Bishop. He represents what Tresidder did in the 
old thing; he has got his 125 shares as a nominee, of 
course. Then the English Steel Corporation, they 
are the same now as Cammell Laird, in the changes 
that have been made; the English Steel Corporation 
have taken over Cammell Laird’s interest; and Had- 
fields are still there. So that you will find, if you 
work it out, that the six English firms, with the 
necessary changes, of course, by reason of alterations, 
are still there. The three French firms are still 
there, the Forges de Chatillon, the Forges de la 
Marine and Schneider are still there. Terni, the 
Italian firm, have still got theirs, but the 369 shares 
which were previously held by the Germans are now 
held by Mr. Arthur Stanley Chappell, of 20, Marham 
Gardens, W’andsworth Common, S.W.18. He is 
Secretary of the Steel Manufacturers’ Nickel Syndi- 
cate, Ltd., and that with the odd ones makes up the 
375 shares originally held, and it is obvious he is a 
nominee shareholder for somebody. At the moment 
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we Lave no means of finding ont what the holding is 
there; hut the continuance of this company shows, 
as we argue, certainly that at the outbreak of war 
and for some few weeks after the outbreak of war, 
all the main arms manufacturers of the world were 
at any rate united together to make suitable 
arrangements to buy nickel and provide nickel for 
their various members. To-day, in 1935, at the 
present time, the German shareholding has dropped 
out, and the secretary of the company holds what 
were the German firms’ shares, no doubt in the 
interest of somebody. Who that somebody is I have 
no idea, and you may think it proper to make in- 
quiries as to it. 

Thus these arms manufacturers of the heavy arms 
trade are very closely linked together, and closely 
linked together not merely nationally but inter- 
nationally'. Indeed, they have all the outward signs 
and symbols of what we call an arms ring. 

Now, confining myself to the heavy arms for the 
moment, may I show you our criticism of it in 
Part VIII*. One can deal with this without too 
much elaboration, I think. It is sufficient to say that 
having shown you who these firms were, you find that 
set out under Technical Losses are the names of the 
firms and the localities of their works. It is sufficient, 
I think, to say that in a comparatively' defined area 
those people do their work and have their being. 
But at the same time they of course are the 
inheritors of works which have grown up from much 
earlier days, when requirements were very much less, 
and there never has been, as there ought to have 
been, that sweeping rebuilding, instead of mere 
tinkering, which both the American Steel Corporation 
and the Thyssen W'orks have carried out. They, 
realising the importance of getting an adequate and 
up-to-date organisation and lay-out, have scrapped 
entirely, instead of merely tinkering with what they 
had, and they have built the most up-to-date works 
possible. 

We suggest that the taxpayer would be saved a 
great deal of money if in this country the same thing 
was done in regard to armour steel, this heavy arma- 
ment steel, which can be very clearly differentiated 
from ordinary steel both by reason of the completely 
different process which it goes through in its life 
history — we have set out all the details here — and 
also by reason of the fact that its manufacture is 
concentrated in very few hands, and it is perfectly 
easy to separate and segregate it. 

A question of policy would arise, however, which I 
will just sketch shortly, and that is this. From the 
point of view of efficiency in manufacture it would 
be very much more convenient to have all your works 
organised together, laid out together, to enable you 
to produce exactly what is required, and preferably 
very near a shipbreaking yard where warships are 
broken up so that you can use the scrap, the same 
class of material, for making your new steel. 
Whether it would be a wise policy to put all your 
eggs in one basket in view of the new forms of war- 
fare, which you know about, and into which I need 
not go, or whether it would be considered desirable 
not to have one place only, to have three or four 
w'idely separated points, I am not in a position to 
express an opinion. But I would point out that 
under the present system you have got the worst of 
both worlds, because you have got a comparatively 
defined area, and at the same time you have not got 
that controlled and unified organisation and lay-out 
which we suggest you ought to have, and from that 
point of view we say the present system is very 
inefficient. 

We suggest, and the details are given in Part VIII, 
under the heading Technical Losses, that “ When a 
works is laid out for the production of several types 
of product, it is obvious that the lay-out cannot be 
as satisfactory as if it were designed for one product 
only. For example, the armour plate departments of 
E.S.C. ” — ^the English Steel Corporation, formerly 
Cammell Laird — “ are situated fairly close together, 
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but even so a plate must cross the main Sheffield- 
Donoaster road by a level crossing no fewer than four 
times in the course of its production. A distance of 
three-quarters of a mile separates two armour plate 
departments of what was formerly Cammell Laird’s 
works at Grimesthorpe and Cyclops, and though the 
latter works is not producing at the moment, arms 
pr<^ucts have still a rail journey to make from 
Grimesthorpe to the River Don works. There is a 
big transfer of steel between E.S.C. and its sub- 
sidiary company Industrial Steels — li miles apart — 
and Firth Brawns manufacture steel in their Atlas 
and Norfolk works to be finished in the Tinslev 
works.” 

That we believe, and we give reasons here, to be a 
thoroughly inefficient lay-out. If we had a modern 
Mr. Ford in this country, who was organising .works, 
we do not think he would stand for or tolerate that 
for one moment. 

We set out in the second argument that the 
administration would be vastly simplified if you had 
a factory to make one class, and one class only, of 
this steel. We point out that so far as the control 
of materials is concerned, one of the most important 
matters in the steel works is to be quite certain that 
the scrap that you are going to feed to your furnace 
is the right sort of scrap, and that involves an 
infinity of stock keeping. 

Then a little lower down we speak of Compromise 
in plant, and we point out that in one case we tried 
to turn the lathes which were on armament work to 
commercial production, and had to give it up ; it 
was quite inefficient. You see the details are given 
of that, and, in short, we suggest that one factory 
concentrated on the production of this very high- 
class steel, in conjunction with a shipbreaking estab- 
lishment, would be a far more efficient method than 
the present one. 

We then deal with what we describe as General 
Inefficiency, and just before Commercial Losses you 
will see this : “ Instances similar to these can be 
recited ad nauseam, all going to show that there 
was little coherence in the technical planning of the 
company. It was realised that the works site was 
not of the best, and the chief engineer and others 
inspected a site at Poole, bordering on the sea. 
Chiefly on the score of the distance from coal the 
scheme of moving the E.S.C. w'orks away from 
Sheffield was turned down. Instead the River Don 
works have been repaired piecemeal. The melting 
house was brought from Penistone, forging presses 
from Openshaw, machine tools from Openshaw and 
Grimesthorpe, and drop stamps from Elswick. As a 
contrast to this, the United States Steel Corporation 
and the Thyssen group in Germany have abandoned 
the practice of reconstructing a works that has fallen 
behind. They allow it to carry on while they sot up 
new works of the most advanced type to take its 
place; when that is ready the old is dismantled and 
either abandoned or rebuilt entirely. The other 
heavy arms firms do not appear to be run on any 
sounder lines. If it be asked how, despite these 
inefficiencies, they manage to continue in business, 
the reply can be found in a slight twist of the famous 
question and answer : ‘ Why do heavy arms firms 
make profits? ’ ‘ Because they only have other arms 

firms to compete with ’.” 

Now, we suggest. Sir John, that the matter 
should be taken over by the government, that the 
government should run an efficient, up-to-date 
works. If the old argument of expansion is put 
to us — and we realise that expansion is necessary — 
we call your attention to the passage on the 
fourth page of Part VIII, about three-quarters 
of the way down the page on the right hand side, 
which shows you exactly what the available furn- 
aces are. Those are what you have got. These are 
not things that you can elaborate or improvise 
quickly on the outbreak of war. They are not like 
shell making machines, or anything of that sort, 
where you can at very little notice turn your 
machines on to making shells. They are 
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the furnaces j'ou liave got making heavy or<lnance 
and armour plate, and on those j'ou will be de- 
pendent, whether you have private control or pub- 
lic control. We should suggest, and we do suggest 
on that page, that the right time to have a 
ministry of munitions is not after a war has broken 
out, but before it breaks out. By a ministi’y of 
munitions I mean of course some government de- 
partment concerned to see into these matters, and 
we would suggest and readily accede to the view 
that the amount of plant and furnaces is a matter 
which in the nature of things cannot be impro- 
vised, and which should be run in a thoroughly 
up-to-date manner, and technically should be such as 
to allo.w you room for reasonable expansion in the 
event of an outbreak of war. But we ask that 
the taxpayer should 'be preserved fVom the in- 
efficiency of the present system, which, as I have 
said, has in a small area all the disadvantages 
of an old-fashioned lay-out, and none of the ad- 
vantages of a consolidated, up-to-date, improved 
position such as, we are bound to say, you do 
broadly speaking find with the I.C.I. in its 
chemical industry. 

1058. Chairman : Have you finished with the heavy 
armaments? 

Sir William Jowitt: Yes. 

1059. Chairman : Are you going to call a witness 
on heavy armaments? 

Sir William Jowitt: No, I am not. Sir. I 
have nobody I can call. 

1060. Chairman : At some time, some of us will 

want to ask some questions in connection with the 
explanation of some of the passages in your evi- 
dence. Then, if there is to be no witness called on 
this iioint, w’o should have. to ask you about it? 

Sir William Jowitt: Yes, Sir John, certainly. 

1061. Chairman: Would it be convenient for you to 
do it when you have finished your statement as 
a whole? 

Sir William Jowitt: It would be very con- 

venient personally, in that I do not pretend to 
bo a technician, if you would let me know on what 
line your questions would bo, so that I can find 
out during the interval what the proper answers 
are. Otherwise, if it is not a technical question, 

I should be pleased to give the answer which I 
believe to be the correct one. If they are broad 
questions of principle, I shall tender Lord Marley 
as a witness, though he does not pretend to be a 
technical expert on any of these engineering mat- 
ters. I will tell you exactly, in order that you may 
decide, the witnesses I propose to call. I have got 
here 

1062. Chairman : I think it would be prdbably 

better that you should finish your statement. We 
know now that there is no evidence coming on 
heavy armaments, and therefore we must deal 
with that independently of the other sections. 

Sir William Jowett: Certainly, Sir John. 

Then I said I had finished with heavy armaments, 
and in a sense I have; but I suppose one ought 
to include the building of ships of war in the 
category of heavy armaments, and the facts are 
set out there on the sixth page of Part IV of 
our case.* You will see there, and it is fair to 
say, that tho matter is differentiated hi that we 
do nut here make any attack on efficiency. You 
have got, though not a large number of people, 
a considerably larger number of people than you 
have in the heavy arms indu.sti-y. You have got, 
as I have already pointed out, of course, by reason 
of the very nature of the thing, a measuie ^ of 
publicity in connection with shipbuilding which 
we seek to have in connection w^ith the manu- 
facture of arms, and you have also got this ad- 
vantage, of course, that you cannot start building 
a ship for a foreign country unless you get the 
approval of your government here. It is not 
merely given ex post facto. The facts in re- 
lation to it are set out, and you will see that 


* Appendix p. 176. 


there are six main firms, Vickers-Armstrongs ; 
John Brown, Scott, Swan Hunter, Fairfield, and 
CammeU Laird. Vickers-Armstrongs and Cammell 
Laird are virtually the same, Cammell Laird’s 
interest being taken care of by the Vickers-Arm- 
strongs Company. They are two separate entities 
but really under one control. The others are, so 
far as we know, independent. They have, of course, 
points of contact; they are members of the Ship- 
builders Security Company. The Fairfield Ship- 
building Company we really know very little about. 

So far as the resources available to us go, wo 
have looked up the returns in Somerset House, 
and we find that the company is controlled by a 
company called the Shipbuilders’ Investment Com- 
pany. When we look up to examine the share- 
holders of tho Shipbuilders’ Investment Company, 
we find that the controlling block of shares are 
in the hands of various individuals all described 
as “ Esquires ” and they all have this in common, 
that they are clerks in the well-known banking 
house of Kleinwort; but we really have not the 
least idea who owns those shares. 

Then w'e deal under Marine Engineerino with the 
smaller naval firms, the other naval firms, and I do 
not think I should serve any useful purpose by call- 
ing your attention to any further point. I think 
we have set out there what the position is. 

Then I come to explosives, and I am going to call 
a chemist who will be able to answer any general 
chemical questions which I think the Commission 
may desire to ask. I have no doubt that all the 
facts that are set out and all the chemical names 
are completely familiar to every person in this room 
except myself. I do not propose to air my ignor- 
ance by going through these words, or even trjdng 
to pronounce a great many of these names. The 
wdtness, I understand,, will make these suggestions 
to you. The chemical industry, unlike the industry 
we have been discussing, heavy arms, is very largely, 
and indeed mainly, concerned with perfectly pacific 
commercial purposes. It touches the realm of arias 
only in two places, and perhaps a third rather inci- 
dentally. It touches it in regard to exxjlosives and 
it touches it in regard to poison gases. It touches 
it in the third place in that it so happens that 
Imperial Chemical Industries, having taken over 
what used to be in my young days Kynochs, are con- 
cerned and do carry on a pretty trifling business in 
these days in supplying small arms ammunition; 
but that is a mere accident, of course, that it 
'happens to be this company. 

The I.C.I. is a Company wdiich the writer of this 
piece of evidence does not, as you will observe, 
criticise. He believes it to be run and founded on 
modern and up-to-date lines, and to be well and 
efficiently run. The company, however, has very 
large ramifications, enormous ramifications, in this 
country, and even more striking international rami- 
fications than Vickers-Armstrongs. For instance, it 
is obvious from the document we have got in the 
American Inquiry that they have selling arrange- 
ments with Du Pont de Nemours of America, they 
have arrangements with I. G. Farbenindustrie of 
Germany; and we particularly ask you in the course 
of the evidence which you take to see that all these 
agreements are forthcoming, in order that we may 
find out exactly wdiat the extent of the matter m. 
In so far as it deals with armaments at all, its 
concern, of course, is to sell explosives, and for the 
reasons I have given, small arms, and one wonders 
one has no information to-day — about poison gas. 

One of the very unsatisfaetory features of the 
present system, if I understand the law aright, is 
that the licensing system which we have got at the 
present time does not extend to poison gases. At 
any rate, it is possible to export chemicals which, 
when mixed with some other chemical, may form^ a 
most deadly gas, which can only be used for mili- 
tary purposes. 

Our suggestion with regard to the chemical indus- 
try is this. So far as explosives are concerned, it 
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would be, for technical reasons, impossible to isolate 
the explosive which is required for military purposes, 
and that which is required for pacific purposes, 
for instance, for the work of blasting. We under- 
stand that 60 per cent, of the output is used for 
military purposes. We suggest that the state should 
take over the explosive industry as a whole. It 
would not be the least difficult to do so. It is 
already isolated as a separate department, the 
explosives department of this company, and I believe 
the factories in which the explosives are made 
extend to various portions of the country and are 
not congregated in one area, but extend right down 
from Cumberland to Cornwall. There is no tech- 
nical difficulty in taking over the explosives industry, 
apart from the rest of the chemical business of the 
company, if it is desired to do so. 

However, when you come to poison gas, you come 
to a rather more difficult position, because, of 
course, the component parts of poison gases may be 
used, or are used largely, for quite legitimate conT- 
mercial purposes. For instance — I speak as a child in 
these matters — I think I have been told that the ord- 
inary chlorine whic^h is used for commercial bleaching 
is a component part of one of these poison gases. For 
some of these poison gases we suggest that 
the manufacture be absolutely prohibited, that is to 
say, of course, without some express governmental 
sanction, and that the export of them be absolutely 
prohibited. We do not desire that these deadly 
gases should be exported from this country either 
under licence or without licence. We desire that 
the export of these deadly poison gases be absolutely 
prohibited, and that the manufacture of these poison 
gases be most rigorously controlled by the govern- 
ment department concerned. That, of course, is the 
alternative to the solution which, for wholly other 
reasons, for general reasons of policy, would com- 
mend itself to the Union for whom I am appearing, 
namely, to take over for the state at a fair price' 
compensating and so on, the whole of the industry! 
That is the conclusion we have come to and the con- 
clusion whidh we desire to suggest to you about that. 

Then that brings me to say a word or two about 
aircraft, and that you will find is in Chapter 4, of 
Part IV*. Some of this I might perhaps read to 
you, because I think in the long run it will save 
time. We start off with a quotation from the Man- 
chester Guardian which I think our evidence fully 
justifies : 

The aviation industry has now become an 
armaments trade and little else. Up to this 
year it was producing in England only a few 
hundred civil ’planes a year. Its main work 
has always been predominantly military. Most 
of the 234 machines and 409 engines it exported 
in 1933 (the last year for which we have a 
record) were destined for military service. Now, 
under our new programme, the military function 
■becomes overwhelmingly the chief one. More 
new military aeroplanes (1,500) are actually to 
be produced this year than the whole of the civil 
fleet at the present in existence — 1,200 aero- 
planes, a figure which includes sport and pleasure 
craft of all ages and sizes. The manufacturing 
side of the air industry thus becomes little but 
an enormous war arsenal.” 

Now, you will find. Sir John, the relative figures 
given for the Royal Air Force, the export trade, and 
the home civil. Of a total of £8,000,000, the Royal 
Air Force takes £6,000,000 of the £8,000,000, the ex- 
port trade £1-5 million, and the home civil 
£0-5 million. I am unable to specify what propor- 
tion of the 1-5, the export, are civil aeroplanes and 
what are military, but for the reasons I have given it 
would^ be fair, I think, to assume that the very great 
majority of the £1-5 millions exported would be 
military machines and not civil machines, and only 
a negligible quantity, I think, would be civil. 


Now, of course, the air industry is peculiar in 
that it has grown up, and there is nothing at all 
corresponding to a naval dockyard, or Woolwich 
Arsenal, such as would enable us to have any check 
on the sort of prices which various aeroplane manu- 
facturers charge. The matter, as you all know, is to 
be adjusted and dealt with so far as possible by a 
costing system, and everybody knows how valuable a 
costing system may be; but if the organisation is in- 
effective and wrong, of course not even a costing 
system will save it. 

We suggest that the organisation is wrong, and 
for the reasons here given. May I call your attention 
to a passage in Chapter 4 of Part IV, under the 
heading Itesenrch and Technical Development, the 
second paragraph : 

“ The experimental work is done about half 
and half (in cost) by the private industry and 
by public service. The industry builds all ex- 
perimental aeroplanes and engines, mostly at 
public expense. This work is naturally less 
profitable than ijroduction orders. For the 
smaller classes of war planes it is usual to have 
competitive models built to a common specifica- 
tion by a number of contractors. The fortunes 
of firms swing to and fro with their success or 
failure in these competitions.” 

Then, dealing with the defects of the present 
s.ystem in Part VIII, the writer of this evidence, 
whom I shall call before you, says this : t 

“ j\nUtary and Civil Aviation. The indu.str,y 
is of a type and at a stage of develop- 
ment where the problems of nationalisation are 
fewer than in the heavy armaments industry, 
for example. The factories are all pureTy 
aeronautical and they are mainly dependent on 
government orders excepting de Havilland and 
the very small firms. The problem of civil air- 
craft, however, and their convertibility to mili- 
tary aircraft raises special issues for the air- 
craft industry. The production of civil and 
military aircraft might well be separated, but in 
our opinion the case for abolition of private 
trade extends to the civil as well as the military 
section. The problem of adaiitability raises 
vital problems from the international point of 
view and more particularly would seem to in- 
dicate the doubtfulness of any solution of the 
problem independently of a scheme for the inter- 
national control of aviation.” 

■So you will see we suggest taking over the whole 
industry, civil and military, the civil side being a 
small part. 

1063. Chairman: When he says “independently of 
a scheme for the international control of aviation ” 
does he mean that if there is such an international 
scheme, his suggestion might not bo necessary? 

Sir William Jowitt: It might not then be 
necessary to take over the civil; but the problem of 
adaptability is such that unless you get something 
of that sort it is so very difficult to draw the line. 

Then under the heading of Itesearch and Tech- 
nical Development he suggests this— and here the 
witness who writes this, and whom I am calling, 
speaks about what he knows; h© was head until 
recently of the Aero-Dynamics Department at Farn- 
borough, so he can speak with authority on this 
matter — 

It is^ suggested that two distinct research 
organisations are required. One should serve 
the particular purpose of air force development, 
and the other would conduct general and funda- 
mental research and aim at the development of 
commercial and civil aviation. While the first 
organisation would not normally publish its 
results, all investigations by the latter must be 
fully published and their laboratories and ex- 
perimental plants open to inspection at any 
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time. Close contact with both designer and user 
is essential. It is suggested that some method of 
organisation is desirable which would bring to- 
gether, in deciding on technical policy, the Air 
Staff and the chiefs of design, production and 
research, for any scheme to be successful. It 
must be based on the proper co-ordination of 
knowledge and ideas in the fields of research, 
design, production and operation. It is this 
co-ordination which is defective at the moment, 
as it must be when the work is divided amongst 
the parts of a competitive private trade and a 
public service. Under the present system, trade 
jealousy inevitably prevents the component firms 
of the industry from sharing ideas and dis- 
coveries the combination of which, at any 
moment, might lead to the best available solu- 
tion of the problem in hand. The Ministry and 
its great technical staffs are gravely handicapped 
in providing such co-ordination, for they labour 
always under the disadvantage of being pro- 
hibited from free communication in the interests 
of ‘ fair ’ competition. This position would be 
greatly simiilified b5' the necessity of complete 
publication.” 

Then he goes on, and lie says that aircraft design 
is empirical, and progress calls for a vast amount of 
e.vperiment; and then he says at the top of the next 
page ; — 

“ The experimental work of the industry, on 
the other hand, is almost entirely confined to 
the design and construction of aeroplanes and 
engines. .Id hoc experimenting, of .which 
there is already too little done, cannot be under- 
taken by the private industry, and in any case, 
the conditions of service in a small firm would 
not conduce to this work being well done. The 
problem of designing staff must be considered in 
this connection. A result of the large number of 
independent units in the industry in relation to 
the volume of work is a relative poverty in each 
designing staff. Not only do the firms not 
specialise as they might each on its own type of 
aeroplane, but they are unable to set their best 
men to specialise on parts of a type or particular 
aspects of a design. In the result, good general 
conceptions may fail from inadequate attention 
to detail or good detail be lost in poor general 
conceptions. More effective drawing offices could 
be built up in the bigger (because fewer) units 
made possible if the industry were nationalised.” 
That, Sir John, is the view of the matter which 
this witness will put before you. You must have 
constant connection between the man who sits down 
at the model and thinks, and the man who is carry- 
ing out his thoughts and putting them into practice. 

The conclusion of the whole matter, subject to the 
next point which I have got to consider, which is the 
licensing system — I must say something about that 
isi brought out on the last page. I do not mean 
merely the conclusion of the aircraft, but of the whole 
matter. This, with your permission, I should like 
to read. I am reading from the right-hand column 
at the end : — 

“ Conclusion: In summing up this Part VIII 
certain basic schemes have been outlined foi the 
guidance of the Royal Commission in considei^ing 
the problem of practicability. If a British Gov- 
ernment wishes to have an armaments industiy 
free from the iuefficiency and abuses inherent in 
private manufacture, they can have it by taking 
over the industry, but the detailed methods are 
for the Commission or the Government to provide, 
although the Union of Democratic Control would 
find no difficulty in presenting such a scheme if 
they felt that 'it was their function to do so. 
Since the Royal Commission may not see- its way 
to accept these views, the Union of Democratic 
Control in order to assist it in its work has 
put forward certain modified systems of control 
which have been worked out in consultation with 
technical experts.” 


I may say that under the heading “ Control ” my 
clients would certainly ask you to consider what has 
been suggested in the American Inquiry by a member 
of the arms trade itself, namely, that at least it would 
be legitimate that the Government should put this 
armaments industry under that measure of control 
which, as in the case of a public utility company, 
limits its profit, as in the case of a gas company or 
anything of that sort. 

“ The approach may be summarised as follows: — 

(1) Nationalisation of the Anns Industry. 

(a) Heavy Arms. 

(h) Chemicals and Explosives. 

(c) Aircraft. 

Such nationalisation would have to be supple- 
mented by control of the sources of raw materials, 
e.g., iron, nickel, etc.” 

Of course, by that is meant this. Obviously the arms 
industry to-day, in so far as it is relying for its raw 
materials on Swedish ore, for instance, is dependent 
upon the possibility of ore coming from Sweden, and 
for that purpose it makes arrangements now amongst 
its members for that purpose. Any government taking 
over must of course take steps to see that it is not 
at a critical moment going to be deprived of its 
requisite ore. That applies just as much to a private 
industry to-day as it would to the Government. 

• “ (2) Nationalisation of the Armaments Sections of 
the Itespective Industries. 

The problem of separation of the production 
and process from normal industrial work has 
been dealt’ with and it has been shown that the 
technical problems involved can be overcome. 

“ (3) Control through Licensing, Inspection and 
Puhlicity. 

If the industry is still left in private hands, it 
is possible to increase control by the following 
means : — 

(a) Improvement in the licensing system 
already specified in Part VII.” 

That I am going to come to in a moment. There 
are several bad gaps, as we see it, in the licensing 
system t-o-day. 

“ (b) Financial inspection and control. 

“ (c) Separation of the financial arrangements 
for war and civil research with full publicity. 

“ (d) Inspection and control internally by 
democratically elected workers in the firms 
concerned. 

“ (e) International inspection and control. 

“ In the above evidence the Union of Demo- 
cratic Control has emphasised the inefficiency of 
the present system of private manufacture and 
the various abuses that attend it. It has been 
shown by Dr. Addison to be totally inadequate 
in time of emergency. The evidence of corruption 
and irresponsibility brought against the arma- 
ment rings has never been rebutted. The system 
which closely connects the arms trade with the 
public service, while avoiding the salutary 
sanctions of public control, is contraiy to every 
principle of responsible government. It gives rise 
to suspicion of evil even when evil may not be 
present and it makes it only too possible for 
interested parties to promote their interests in 
a way which increases national antagonisms and 
fosters the armament race which is admittedly 
one of the contributory factors leading to war.” 
We do not want to overstate the matter. We have 
never stated, and we do not believe now, that the 
fact that the arms trade— that there is an export 
trade in arms— is the principal cause of war, or any- 
thing of the sort. We believe that in a very difficult 
situation it is a factor which makes the likelihood of 
war greater, and we think that the mere inducement 
to other countries to buy arms, necessitating that 
their neighbours correspondingly buy arms, and when 
everybody gets arms, and one gets frightened of the 
other, is a contributory cause which may lead to 
lighting the spark which may cause the conflagration 
which burns down the house. 

2 Y 
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It remains for me to say something about the 
licensing system, and to show you how that is 
inadequate. 


{After a short adjournment.) 


1064. Chairman: Sir William, I have had an oppor- 
tunity of reading that letter now, and, if you press 
it, strictly speaking I think it is admissible within 
the terms of my ruling ; hut at the same time it is the 
sort of letter I would sooner not hear. But still, 
you must exercise your own mind about it. 

Sir William Jowitt: Sir John, I should like to 
bo guided by you, if I may say so. I do not want 
to stand on my strict rights. As you have indicated 

that, if you think it better that I should not 

106o. Chairman : If I must rule, I must rule in 
accordance with the principle that I laid down; and 
under the conditions of that principle it is 
admissible. 

Sir Wdliam Jowitt : Well, Sir John, having 
regard to what you have said, I shall not press it. 
1066. Chairman : I am obliged to you, and to those 
who instruct you. 

Sir William Jowitt : Now, Sir John, I had 
left myself the matter of licensing to deal with. I 
do not suppose I can help you very much, because 
to you and to Professor Gutteridge, at any rate, the 
law on the topic is easily available. It depends, of 
course, so far as the law is concerned, upon the 
Customs and Inland Revenue Act, 1879, Section 8, 
the Exportation of Arms Act, 1900, arid the Finance 
Act, 1921, Section 1/ ; and the Order in Council 
which I think you want is the Anns Export Pro- 
hibition Order of 1931. I have a copy of it, but it 
will, of course be available to you; it is 1931, 
No. 413. 


1067. Professor Gutteridge: That is the S.R. & O. 
reference ? 

Sir William J owitt : Yes ; and then, of course, 
the Board of Trade publish a list every year, as you 
know, advising people for what commodities licences 
are required, and specifying the general licences in 
force. 

I speak subject to correction, but it seems to me 
that the position is this. For arms of all sorts a 
licence is required; for explosives a licence is re- 
quired; but for poison gas there is no statutory re- 
quirement for a licence for export at all. The only 
possible exception is this, if you bring it under 
Heading XVII of the Order in Council, which is in 
these words: “Appliances for use with anns and 
apparatus exclusively designed and intended for land 
sea or aerial warfare.” ’ 


1068 Professor Gutteridge : There was a case, I 
think, in w'hich pyrogallic acid was dealt with. I 
think that was the case of Attorney-General v. 
lirown. I think that included pyrogallic acid. 

Secretary : That was before this Order was in 
force, I think. 


Professor Gutteridge : Yes, that may have been 
under an earlier Order. 


Jowitt : It may have been unde 
one of the Defence of the Realm Regulations. Bn 
1 think if you look at the Order you will find tha 
the only possible statutory prohibition is unde; 
these words; “Appliances for use with arms o: 
apparatus exclusively designed and intended foi 
land sea or aerial warfare.” Now I should no 
myself think it does, but it is a matter for you tc 
consider as to whether poison gas would come withii 
that category at all. It is hardly an appliance foi 
use with arms or apparatus, and at any rate yoi 
will consider whether or not there is any prohibitior 

The diffl ° exportation of poison gas 

The difficulty, of course, arises that you may havi 
poison gas which is all ready for use as .such or yot 
may have what the chemical descriptions in this Lsi 

mLed u substance 

mixed with It to make a poison gas; and that would 


have to be covered by the licensing system, there is 
no doubt. 


1069. Mr. .Spender : Do you suggest that it is being 
exported ? 

Sir William Jorcitt: 1 have no knowledge one 
way or the other. I have no reason for supposing 
the answer is “ Yes,” and no reason for supposing 
the answer is “No”; it is quite outside my case. 
It is a matter you might think it proper to ask 
questions about from those ivho can auswmr. We 
cannot. 

The position wdth regard to licensing of aircraft 
is this. There has been in force for some time what 
is called a general licence for aircraft; that is to 
say, you can without permission export aircraft to 
any country, save one country, and that one excep- 
tion is Abyssinia. You may export aircraft to Italy, 
for example, but not to Abyssinia unless you get a 
special ad hoc licence to deal with it. 

We suggest that certainly the existing licensing 
sj-stera should be amended so as to include these 
chemicals of the nature I have indicated, in any 
event. As to the rest, our objection and our case 
against the inadequacy of the licensing system is 
this. First of all, we object very strongly to the 
complete absence of publicity. We believe that the 
more public these things are made, the better. There 
is no publicity ; the names of the applicants are 
never divulged. It is the well-understood Parlia- 
mentary practice, and you ivill see set out in the 
first page of Part VII* of our case the answ’er which 
Mr. Runciman made, I was going to say quite re- 
cently, but I see it was on 7th June, 1932; but it 
certainly applies to-day ; “It has never been the 
custom to give these iiarticiilars, and it is undesir- 
able to do so.” We do know, and the facts are 
shown on that page, that in one year 415 licences 
were granted, and only seven licences were refused. 

I suggest xhat the licensing system is very inade- 
quate, and may very easily be dodged by anybody 
who is minded to do it. 






at Part 3 of the American evidence, at page 680. 
There is a letter which says this in connection with 
a consignment of guns to Bolivia, and where it was 
suggested that under the existing circumstances there 
would be a difficulty in sending to Bolivia This is 
a letter from Mr. John Ball, of the Soley Arma- 
ment Company, at the top of page 680 ; “ We have 
of course, heard from several sources that Bolivia 
wants A. A. guns quickly ’’—that is no doubt anti- 
aircraft guns-“ but we do not think for a moment 
that a shipment or sale to Bolivia could be made 
direct —the word “ direct ” is in italics—” while 
that country is at war. If, however, an American 
armament firm of some standing bought the guns, 
for eventual resale, things might be easier-or if the 
Columbian ^vernment, who are not at war, bought 
could no doubt have them.” 

Then in Volume 5 there is another indication of the 
same thing at page 1337. On June 11th, 1934, 

Tnf,. ^”i Company m-ote to 

Imperial Chemical Industries with regard to 
an inquiry for explosives: “Although the inquiry 
distinctly states that prices are wanted c i f 
Montevideo, we suspect that the material is for 
Paraguay and since we wish to co-operate with our 
best observing the embargo, we deemed it 

best not to quote.” So that either by a device if 
you hcwe an order, you can use one of your fore’ign 

'another country which is not 
subject to tlm embargo, or you can very easily send 
neighbouring country, and that 
n ghbouriiig country can send those goods over the 
border; and you will find here very interesting con- 
firmation of that. I have, and I think the Com- 
missioners have figures for the amount of arms and 

ou°f ?hf?° 1 J^ave taken 

Ci^ttrp Disarmament 
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1070. Chairman : Where are you in fact taking those 
figures from? 

Sir William Jowitt : These are official Board of 
Trade figures. To China in 1929 the exports were 
£32,700, and by 1933, the last figure I have got, they 
have gone up to £223,514. The figures for Japan in 
1929 were £129,696, and in 1933 £185,871. It seems 
that our largest export to Japan went in 1932, 
because we went up there to £321,701. In Bolivia 
in these years we were down as low as £26,466, but 
in 1933 we moved up to £331,666; and in Paraguay, 
in the course of these five years we were as low as 
£437 in 1929, and we moved up in 1933 to £87,486. 

There is not a shadow of doubt that quantities of 
military ammunition exported from Great Britain 
have vastly increased. If you take the number of 
cartridges, we did not export any in 1929, 1930 or 
1931 ; but in 1932 we exported 500,000, and in 1933 
we exported 15,850,000 loaded cartridges. That is to 
Paraguay. To China we exported in 1929 as low as 
393,000, and in 1933 it has risen to 33,202,500. So that 
it is obvious that we are exporting very large 
quantities to those countries, and if you ask, as you 
no doubt will do, for another Board of Trade docu- 
ment, a Consular Report, you will find this statement 
in Document 27234 of 1932, dealing with Paraguay’s 
foreign trade for the first six months of 1933. After 
setting out the figures it says : “ It is unlikely that 
any war material is included in this total, as these 
are frequently brought into the country secretly, 
being lauded at various places along the river, and 
have not consequently passed through the Customs 
House.” 

So that in considering the official Paraguay returns 
you must remember that these things as a rule do not 
pass through the Customs House in the ordinary way, 
and the fact remains that it appears that that is an 
illustration of the way that goods may come into 
Paraguay, although they are consigned, let us say 
quite honestly, to a purchaser in Montevideo or 
Uruguay who makes arrangements to run the guns 
through, or pass them through, to Paraguay. 

The fact remains that we in this country have been 
supplying arms to China and Jaiian, and to Paraguay 
and Bolivia; and we suggest to this Commission as 
forcibly as we can that this is a class of business or 
trade, whether it brings in profits or does not, from 
which we desire to be dissociated, and we suggest 
that the vast majority of people in this country will 
have no sort of use for making money by supplying 
munitions of war to people on both sides in this 
particular sort of conflict. 

We further suggest that the licensing system is 
inadequate and ineffective in that it applies too late. 
In dealing with ships, for instance, as I have already 
pointed out, by reason of the nature of the thing 
it is obvious that no firm can start building a ship 
without the approval of our govornment. On the 
other hand, any firm can start building a fleet of 
tanks, or of howitzers, or what you rvvill, without 
asking the government at all, and then, of course, 
have only to go to the government to get the licence 
for export. It would be very much better if, before 
any one of the firms in this country built a single 
thing for a foreign government, it should he done, as 
we suggest it should be done, with the full knowledge 
and full approval of the government; and, we hope, 
with full publicity. 

We make recommendations on this point at the 
end of Part VII*. 

“ To summarise our criticism of the present sj'stem 
of licensing ; — (1) It does not cover the export of 
aeroplanes.” — I have explained that what we mean 
by that is not that the licensing system does not 
3'Pply, but that by reason of the general licence 
which has been given for all countries excepting 
Abyssinia, it has been rendered virtually inopera- 
tive. — “ (2) It does not cover the export of chemical 
substances which are of military use only and cer- 
tain elements required for the manufacture of ex- 
plosives. (3) Information is only published after the 

* Appendix p. 205. 


arms have left British ports. (4) Information is 
inadequate. It does not give the name of the firms 
involved. It does not give particulars of cases where 
liermits for licences are refused. It does not cover 
manufacture nor the essential inspection which 
should accompany manufacture. (5) It does not pre- 
vent British firms manufacturing or finishing arms 
abroad and thus avoiding the licensing system. (6) 
It does not cover the preliminary unofficial inquiries 
made by prospective applicants.” 

Then we add: “Assuming the trade in arms” — 
and we suggest this whether the government takes 
over the trade in arms or not — “ Assuming the trade 
in arms, the following are essential reforms, but it 
must be stated that only the prohibition of the 
exijort of arms and munitions would remove the 
abuses inherent in such traffic : — (1) Publication of 
licences. (2) Publicity for orders from state and 
private works. (3) Publicity for purchase by home 
and foreign governments. (4) Licences to manufac- 
ture and full publicity for such manufacture. The 
suggestions for such proposals made during Febru- 
ary, 1935, were supported by all nations except 
Great Britain, Italy and Japan.” 

1071. Chairman,-. May I ask just one question here. 
The four recommendations that you have just read 
out do not touch No. (5) of the objections, do they? 

Sir William Jowitt : No. You could not, as 
wo say, unless you prohibit the export altogether, 
and therefore I do not think you need deal with No. 
(5) unless 5’ou took over the trade. 

1072. Mr. Spender : What suggestion are you refer- 
ring to ? 

Sir William Jowitt : That on the last page of 
Part VII, on the right hand side, under Conclusion.” 

1073. Mr. Spender : I have the reference there, but 
I wanted to know a little more specifically when 
were these suggestions made, and when were they 
turned down by our government. 

Sir William Jowitt: In February, 1935. 

1074. Mr. Spender: Where — at Geneva? 

Sir William Jowitt: At the Disarmament Con- 
ference. 

1075. Dame Bachel Crowdy: I should like, if I may, 
to go back to something which you mentioned a few 
moments ago. You mentioned that aircraft was 
exempt from licences except in the case of Abyssinia. 
I think I am right in remembering that it is noth- 
ing to do with the international situation, but it is 
part of the treaty, the old treaty, to which Italy, 
France and England were parties? 

Sir William Jowitt: That is my recollection. 

1076. Dame Bachel Crowdy: It is nothing to do 
with the international situation, and one should 
have that in one’s mind? 

Sir William Jowitt : That is so. 

That represents the case I have to put before you. 
May I just conclude with a consideration of this sort. 
We are only too conscious of the fact that the case 
,we have represented to you is incomplete. We have 
not been able to jiresent a case with that full wealth 
of detail which we should have liked. The case 
which I have had the honour of presenting to you 
with regard to the heavy arms industry, we have 
had— when I say “ we ” I mean my clients h<ye 
had, because I have had no part in the preparation 
of this document — we have had the collaboration of 
a number of young and intelligent people who are 
concerned in the trade. For reasons I have indi- 
cated, I cannot call any of them before you. In 
dealing with the chemical trade, similarly we have 
had, and I myself have seen, a number of equally 
young and equally intelligent people who are con- 
cerned in the chemical trade. Those gentlemen I 
cannot call before you for reasons v hich you will 
readily appreciate. They are commercial chemists. 
The best I can do, therefore, is to call before you 
a gentleman who has the technical and educational 
qualifications of a chemist, who is a chemist, but 
who does not pretend to be an industrial chemist. In 
regard to the aircraft point of view, I can call 
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before you Mr. McKinnon Wood, i\*ho was very re- 
cently head of the Aero-Dynamics Department at 
Farnborough, and 'he will be able to tell you the 
.sort of difficulties that he came up against in the 
course of his work. But we have come here, and I 
can say quite sincerely that we have thought it right 
so far as we can to get the material, to put before 
the Commission every fact which we have been able 
to ascertain. We offer those facts up to this Commis- 
sion, thoroughly conscious that it is a wholly uncom- 
pleted story; but it is as far as we have been able to 
go. We have suggested to you — and I feel that 
the responsibility is 5 'ours, and not ours ; we have 
come to assist as far as we can — on the first two 
pages of the case we put before you, a large number 
of documents which we humbly submit that you 
may, in the course of your consideration of this 
matter, think proper to Call for. We have indi- 
cated, on the second page, a considerable number 
of witnesses who we think could throw considerable 
light upon this matter, and in view of our criticisms 
of the works lay-out of the heavy steel trade — 
criticism .which, you appreciate, I do not apply at 
all to the chemical trade — ^we have thought it right 
to suggest that this Commission should undertake an 
inspection of the works. I say I would do that if I 
was in your position, but I say frankly it would 

Mr. Ronald McKinnon Wood, O.B.B., 

1078. Mr. McKinnon Wood : iMy name is Ronald 
McKinnon Wood. I was employed in the Royal Air 
Force establishment from 1914 to 1934, in the Air 
Ministry’s Research Department at Farnborough. I 
have seen the aircraft industry, chiefly on the side 
of the development of new aeroplanes for the Air 
Force. I was Head of the Aero-Dynamics Research 
Department there from 1919. The first point I want 
to emphasise is that the new model which is submitted 
bearing the name of some aircraft firm for testing 
by the Air Force is by no means the product of 
private industry ; it is the product in proportions of 
50-50 of state research and private enterprise in 
design. The aeroplane firm’s designing office is work- 
ing on the basis of an immense amount of research 
and experimental work conducted by the Air Ministry 
and the Department of Scientific and Industrial 
Research. The aeroplane is designed under close 
supervision from the Air Ministry to a fairly 
elaborate specification, so that the industry is working 
a great deal .with state assistance and under very 
close supervision. 

One has, to my mind, a rather large number of 
competing drawing offices, and I have felt for a long 
time that the industry would be improved by a 
reduction of the number of units. I have been given 
to understand that the rea.son for the Air Ministry’s 
policy in maintaining so many firms was for expansion 
in time of war. I am quite unable to see that having 
a large number of designing and manufacturing 
units — that is to say, having a scattered industry — 
is of any assistance towards expansion in time of 
war. It seems to me that the essential thing for 
rapid expansion is a centralised control. The result 
of that large number of units is that it is impossible 
for any one unit to have a designing staff of the best 
strength, that the more units there are, the weaker 
must be the designing strength of each unit; it 
becomes impossible to put first-class men on to 
specialisation on particular lines. But that is really 
a question of rationalisation rather than nationalisa- 
tion. The effect of having a number of firms com- 
peting in design is that if any new idea arises in any 
one firm it will ultimately, no doubt, come out for 
general use, but it is a trade secret at the moment. 
Very often the ideas that originate in firms are 
complementary ideas and the best results are obtained 
by getting them as quickly as possible together. Very 
often they are ideas of universal application and, 
therefore, they ought to be applied at once to achieve 
the greatest rate of progress. I often found myself 
in the difficult position — acting as one does in the 


mean little to me, because I have not sufficient tech- 
nical knowledge ; but you might think it advisable to 
appoint some government official who does under- 
stand these things, to go round and report as to how 
far there is any foundation in onr case. For the 
rest we suggest that we have at least made out a 
case which necessitates, in the public interest, and 
to satisfy public requirements, the most stringent 
and complete investigation — investigation which we 
cannot make, which we have not the material to 
make — and we ask you to say that before this Com- 
mission reports, this investigation should be made in 
the most thorough and complete manner, in order 
to see what does come out. 

I will call my evidence quite shortly. With regard 
to the heavy steel industry — as I say, I cannot answer 
any questions myself, because I have no knowledge 
of the matter — I can very easily get for you by 
to-morrow morning any information which you think 
would be of use to you in conducting this Inquiry. 
1077. Chairman: We think that the most con- 

venient course would bo that you should call your 
witnesses, that any questions that anyone may desire 
to put to them should be put, and then at the end 
of the examination of the witnesses we will put any 
questions that we desire to ask. 

Sir William Jowitt: I am much obliged. 

M.A., F.R.Ae.S., called and examined. 

government research service, to a very large extent, 
as a free consulting engineer to the aeroplane 
designer — in the difficulty that I was unable to bring 
these complementary ideas together, in the interest 
of fair competition between rivals who were compet- 
ing in business to a common specification. 

If you take the history of the aeroplane engine, 
you can trace the development of the different air- 
craft engine firms and you find that they began very 
much in the Royal Aircraft Establishment. Sir 
William this morning referred to Mr. Green taking 
drawings with him from the Aircraft Establishment 
at a time when designing at the Establishment was 
stopped — that was, I think, in 1917, during the 
War. The Armstrong-Siddeley engine sprang out of 
the work that was first done at Farnborough. The 
same with the Bristol Aeroplane Company’s engines ; 
they developed not out of engines, but out of cjdin- 
ders (which i.s the main part of the engines) that 
were developed at Farnborough. All along the line 
one has this oo-operation and the basic work is done 
in the state institution; so that the new model is pro- 
duced partly by the state and partly by private 
enterprise, but with these disadvantages that I have 
been indicating. Incidentally, there are aeroplane 
weekly papers, one of which has been particularly 
venomous in its attacks on the Air Ministry and the 
Aircraft Establishment during the last 20 years, 
which does not tend to promote that harmony of 
feeling between all the people who are engaged in 
,what is really a common enterpri.se. I simply 
mention it because, if there were no private trade, 

I think that trade paper would undoubtedly dis- 
appear. 

1079. Sir Philip Gihbs : Might we have the name of 
that paper P 

Mr. McKinnon Wood : The Aeroplane. Another 
important question is that of secrecy, on which a great 
deal of stress wa.s laid by the committee which 
inquired into the future of Woolwich Arsenal and 
reported about 1918 or 1919. Secrecy can obviously 
be much better maintained in a government service 
than it can when private enterprise is coming in, 
and the test pilot — I have no accusations to make 
against anybody, I merely wish to point out where 
leakages may occur under the system — of the 
British aircraft firm visits the Air Force testing 
station; at the siamo time he is the salesman 
of the firm to foreign governments. As a corollary 
of the need for maintaining secrecy, it often has the 
result that the designer is denied information that 
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would 'be very helpful to him iu his work. I remem- 
ber one case in which experiments had been carried 
out upon a model to find the flow of air over the 
deck of an aircraft carrier, for the guidance of the 
Admiralty in designing the ship, and the Admiralty 
refused to allow that information to be communicated 
to the designers of aeroplanes which had to alight 
on the deck. It is quite possible that that informa- 
tion might have been made use of by the designers 
of aeroplanes. That illustrates the difficulty that is 
bound to arise occasionally iu regard to secrecy. 

Sir AVilliam was reading evidence which pointed 
out that the fortunes of firms swing to and fro with 
their success in design competitions, that the 
orders for the reproduction of designs in quantity 
naturally go, at any rate in the first place, to 
the firm that designed the aeroplane which was 
successful in the competition. I suggest that if 
you have an industry in which the demand fluc- 
tuates a great deal from firm to firm, where one 
firm has most orders one year and another firm 
most orders another year, it must be uneconomical 
in production. At the same time, there are other 
objections. We have no real competition in the case 
of producing large numbers of aeroplanes because 
the order for the large number goes to the firm 
that designs the aeroplanes. There are, obviously, 
very strong reasons for that being so. There is 
no state production as there was during the War, 
to provide a check on the costs. Designing and 
producing at the state factory was stopped, as I 
said, in 1917, and I have little doubt that it was 
stopped as the result of the pressure that was 
brought to bear by the rising aircraft industry, 
which resented the factory setting itself up as 
an advi.ser and a supervisor of the work of the 
industry and a competitor at the same time. And 
I rather think it was felt that it was unfair com- 
petition because the state factoi-y had access to the 
very latest experimental results. If that is so, it is 
an interesting commentary upon the claim that 
private enterprise is more efficient than state 
factories. Anyway, the factory was closed down 
as a designing and producing factory and remained 
as an experimental establishment. The attack that 
was made in the Press and in Parliament on the 
factory was an attack on the ground of the in- 
efficiency of its drawing office staff. But the super- 
intendent, the engineer in charge of designing 
and the heads of sections of the drawing office 
were promptly absorbed in good posts in the in- 
dustry — which rather seems to counter that state- 
ment. 

With regard to exiports, I think it is claimed that 
the export of aircraft helps our aircraft industry 
to equip our Air Force fully, for a number of 
reasons, one of which is that you get the stimulus 
of competition. I think there is nothing in that 
at all because it is quite clear that the military 
aircraft that are exported are exported to the 
governments of the smaller powers and they 
will only take the aircraft because they have 
been accepted for our Air Force. So that this 
export trade leads to no new iiroduotion 
and cannot, therefore, lead to stimulation 
in design. The chairman of one of our aircraft 
firms said that those aeroplanes that are exported 
are all ones that have been approved for the Brit- 
ish Air Force and they are always about five years 
out of date. 

Again, it is claimed that it reduces the cost of 
production. Actually, it amounts to an increase 
in output of something like 20 or 2-5 per cent. 
You cannot make an appreciable reduction, due 
to increased output, in the costs of production 
unless you are dealing with something that is 
very much bigger than that. 

Another argument is that it allows room for ex- 
pansion, that in . the event of an emergency the 
export production can be switched over to meet 
the demands of our government. That gives you 
an expansion of 20 or 25 per cent. What would 
be required of course, in a serious war would 


be hundreds per cent. So that the argument that 
the export trade helps the equipment of our Air 
Force seems to come down chiefly to that small 
amount of expansion. 

With regard to the difficulty of nationalising 
the industry : We have an industry here which 

has very little connection with other industries. 
It has certain connections with the motor qar 
trade, but all the factories producing aircraft or 
aircraft engines are quite distinct, and the com- 
plication that appears to arise is the difficulty of 
separating the military production and the civil pro- 
duction. I think there is no doubt about it that if 
there are serious objections to an export trade in 
military aircraft, there are also serious objections 
to an export trade in civil aircraft. The 
civil aeroplane is an article for which the world 
has, as yet, a very small demand, 'but it is im- 
mediately useful for military purposes. It depends 
upon the kind of warfare that one contemplates. 
The civil aeroplane would be no use as a fighting 
aeroplane. It would be no use for various pur- 
poses for which our military aeroplanes are built; 
but for indiscriminate bombing of centres of civil 
population — ^ivhich is the kind of warfare which is 
advocated by a number of eminent air authorities 
as the right use of the air weapon, however beastly 
we may think it — the civil aeroplane would be 
immediately useful and civil aeroplanes can be 
built for quick conversion to military aeroplanes, 
the particular item that has to be pro- 
vided for being the provision of places for gunners. 
With regard to the separation of civil aircraft, 
we have one big aircraft factory, de Havillands, 
which we can say is purely a civil factory and 
the small firms are almost entirely concerned with 
civil work. If it were desired to make a separa- 
tion, the main difficulty in separating them would 
be the provision of air liners for Imperial Airways, 
they having been mostly built by firms concerned 
with armaments — Short, Armstrong- Whitworth, 

Handley Page. I personally would favour the 
nationalisation of the whole aircraft industry and 
the subsequent separation of the civil from the 
militai-y production. 

One further point : I would like to draw attention 
to the fact that under the present system, in my 
opinion, quite important military material in regard 
to aircraft has been passing to Germany. Among 
the aero engines that have been passing there have 
been super-charged aero engines. An aeroplane 
engine may be used either for civil or military pur- 
poses, but in general there is a difference between 
the civil and the military engine, and the super- 
charged engine is something which has required a 
tremendous amount of work to bring it to its present 
stage. It is the product of something like 15 to 20 
years of research and experiment. It is possible that 
in these exports of aero engines to Germany a good 
deal of assistance in the way of information about 
the super-charging has gone with the engine. The 
firm of Smith’s Accessories has exported to the Ger- 
man government enough ignition screens for 3,000 
aeroplanes. 

1080. Sir William J owitt ; What are ignition 

screens ? 

Mr. McKinnon IFood : They are screens for 
protecting the wireless in the aeroplane from inter- 
ference from the magneto. 

1081. Chairman : You have given reasons why, iu 
your opinion, the present system hampers, if I may 
use that expression, the proper rate and extent of 
development. That is so, is it not? 

Elr. McKinnon Wood ; Yes, Sir. 

1082. Chairman: In spite of that, the development 
in design and development generally of the engine 
and so forth, has been remarkable and extensive in 
this country, has it not, even under the present 
system ? 

Mr. McKinnon Wood: Yes, Sir John; the de- 
velopment has been remarkable, but I do not see that 
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we have any standard to enable us to say how much 
greater it might have been. 

1083. Chairman : True ! Of course, one might say it 
ought to have been more ; but it has been great ? 

Mr. McKinnon TFood : Yes. It might have 
been achieved more economically. 

1084. Chairman : I do not understand your reference 
to the export market. On the last page but one of 
your statement, at the bottom of the right-hand 
column, under the heading The Export Trade, it 
says “ There remains the problem of the export 
market, which is almost entirely confined to military 
aircraft.” Do you see that? 

Mr. McKinnon Wood : Yes. 

1085. Chairman: That is not the fact, is it? Is 
there not a very large trade in the export of civil 
aircraft ? 

Mr. McKinnon Wood: Unfortunately, the 

figures that are given do not discriminate between 
the military and the civil, and I am speaking simply 
from my impressions, that the export trade would 
be mainly military. 

1086. Chairman : Is the whole of the export trade in 
reference to aeroplanes confined to complete 
machines? Is there not a considerable export trade 
of engines or of parts of engines and so forth? 

Mr. McKinnon Wood : The figures are given 
at the end of Part IV*. There are three columns — 
the first is complete aeroplanes, the second is 
engines and the third is spares. 

1087. Chairman: Yes. That table of exports of aero- 
planes is not confined to military aeroplanes, is it, 
or military engines? 

Mr. McKinnon Wood : No, Sir. 

1088. Chairman : It is hardly accurate to say, is it, 
as you do in Part VIII, that the export trade is 
almost entirely confined to military aircraft? 

Mr. McKinnon Wood : I cannot produce any 
evidence to support that statement. Sir. 

1089. Chairman ; On the last page of the statement 
of evidence, under head (5), it is recommended 
“ That the export trade, which in any case is not 
desirable, is not such as to present any special 
difficulty.” Assuming that the trade in aeroplanes 
can be nationalised, then if there was any export at 
all it would be export by the government? 

Mr. McKinnon Wood : Yes. 

1090. Chairman : They would be the traders if they 
chose to be. 

Mr. McKinnon Wood : Yes. 

1091. Chairman : Supposing the trade is not 

nationalised, is there not a very substantial trade in 
civil aeroplanes which can hardly be said to present 
no special difficulties? Are you suggesting here that 
the export trade in civil aeroplanes or engines for 
civil aeroplanes should be forbidden? It seems to me 
to present a great many difficulties. 

Mr. McKinnon Wood: It would then be a 
government trade in civil aeroplanes. 

1092. Chairman : If it was nationalised ; but supi^os- 
ing it is not nationalised and you are merely trying 
to indicate, as you do in this particular part of your 
case, how it may be controlled if it was not 
nationalised, there would be very great difficulties, 
would there not, in dealing with the export of civil 
aeroplanes and in distinguishing between civil and 
military aeroplanes or engines? I only want to 
understand what the proposition is. 

1093. Sir Philip Gibbs : Have you not already drawn 
rather a sharp distinction between civil aeroplanes 
and military aeroplanes? You say there is a distinct 
diffei'ence. 

Mr. McKinnon Wood : A ’plane is definitely a 
civil aeroplane or a military aeroplane when it is 
produced, but they are sometimes produced in a 
convertible form. 

1094. Chairman : And the engine may be used for 
one purpose or the other. 

Mr. McKinnon Wood : The engine may be used 
for one purpose or the other, but there is a ten- 


dency now for the military machine to have the 
supercharged engine and for the civil machine, which 
is not required to fly so high, to have an un-super- 
charged engine. 

1095. Dame llachel Crowdy : Is your opinion that 
any civil aeroplane could ho converted into a bomb- 
ing ’plane but it could not be converted into a 
fighting ’plane? 

Mr. McKinnon Wood: It could be used for 
bombing. It could be used for dying in the clouds 
oyer a city, where it was safe against attack, 
directed by some navigational means, and dropping 
bombs rather vaguely on the city. If it is to he 
made a bombing machine it has to be fitted with 
gun mountings, which might bo almost impossible. 
So that to make an effective Air Force machine of 
it would involve a big alteration, but to use it for 
military purposes you need no alteration at all. 

1096. Mr. Spender: You contemplate the establish- 
ment of a pretty big service, do you not? I should 
like to put this point to you : It is one that has 
been running through the whole of this Inquiry. 
The main criticism made against the private firms 
is that they lack this and that facility, and especi- 
ally that they have not the power of expansion. 
Your evidence seems to imply that the state estab- 
lishment, or whatever it is, will supply everything 
that has been found wanting in private firms. It 
is said on the one hand that there is room for 
expansion, for the production of a very large num- 
ber of aeroplanes. We have had it put to us on the 
other side that there would be great economy, or no 
increased expenditure, involved in the state taking 
over the indu.stry. 

illr. McKinnon Wood : In nationalising the 
industry I contemplate the state taking over the 
factories and then finding that there was too great a 
number of them and cutting down the number of 
factories, so that thei'e would be fewer designing 
ofiices. At the same time, having done that, I think 
you could with great advantage spread the research 
and experimental services out, keeping some of it 
centralised but diffusing a good deal of it through 
the industry, bringing the experimenters into close 
touch with the designers. Because in designing 
aeroplanes you want a good deal of experiment con- 
ducted during the process of design. With regard 
to expansion, it is simply a question of having this 
centralised co-ordinated service, which, I think, 
would make it easier to expand, and I think the 
smaller the number of units you had the easier it 
would be to carry out the woi'k and expand. 

1097. Mr. Spender: The criticism made against pri- 
vate firms is that they have not made provision for 
expansion. I am only suggesting to you that the 
state would have to make that provision and that 
would involve extra expense. 

Mr. McKinnon Wood: The state is more likely 
to make it than private enterprise. 

Mr. Spender: That may be. I am only on 
the point of costs. 

1098. Sir Kenneth Lee : Did I understand you to 
agree that the aeroplanes that have been exported 
were usually about five years behind the times? 

Mr. McKinnon Wood : Military aeroplanes. 

1099. Sir Kenneth Lee : Then we were not giving 
much away with a supercharged engine. 

Sir William Jowitt: That is a civil engine. 

1100. Sir Kenneth Lee : I thought the supercharged 
engine was supposed to be for military purposes. 

Mr. McKinnon Wood: What I said referred 
to aeroplanes and not to engines, but, as I pointed 
out, it probeibly applies to engines too. I was quot- 
ing the statement of the chairman of an aircraft 
firm, who said the aeroplanes were always five years 
out of date. 

1101. Chairman: He did not mean that literally I 
suppose, did he? 

Mr. McKinnon Wood: He meant the design; 
it was five 5 'ears since the design first appeared. 

It would be a good deal less since the aeroplane first 
appeared in the Air Force. The supercharged 
engine represents many years of work. I do not 
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think that would be very out-of-date in five years. 

1102. Sir Kenneth Lee: I think you said that 20 
per cent, more or less of output was not very im- 
portant. Surely if a firm were working only to 80 
per cent, of their capacity and could rise to 100 per 
cent, it would make all the difference in costs, 
would it not? 

Mr. McKinnon Wood : Now you have intro- 
duced the level at which the firm are working. It 
seems to me that you have introduced something 
extra into the argument. Supposing that a firm is 
working at 100 per cent, capacity and it builds 
up a 20 per cent, export trade and therefore 
increases its work by 20 per cent., there you have 
the case I am considering. I do not think it is fair 
to start by assuming that the firm is only working 
at 80 per cent, of capacity. 

1103. Sir Philip Gihhs: You say that the design 
and production of aeroplanes and engines by our 
state aircraft factory was stopped in 1917. Can you 
give me the names of any types that were produced 
by our state aircraft factory? 

Mr. McKinnon Wood : It produced the BE2 
type, which went overseas with the Expeditionary 
Force. Then it produced the EE type of aero- 
plane, with the propeller behind. Then it produced 
a fast single-seater fighting aeroplane, the SE5, and 
it produced the RE8 in large numbers. 

1104. Sir Philip Gihhs: As a matter of fact it did 
proiluce most of the types used in the first stages 
of the War? 

Mr. McKinnon Wood: It proiluced a large 
part of the equipment and it produced engines 
which were used in most of those aeroplanes. 

1105. Sir Philip Gibbs; Have you any idea yourself 
as to why the government abandoned that produc- 
tion ? 

Mr. McKinnon Wood: I always attributed it 
to trade pressure. 

1106. Sir Philip Gihhs: Could you tell me whether 
the government handed over the designs of those 
military aeroplanes to private firms in the course of 
the War before the production of those types? 

Mr. McKinnon Wood: Yes. At the outbreak 
of war those designs were put out to contract to^ a 
number of firms. Some of the aeroplanes were built 
at the government factory and some by private 
enterprise. 

1107. Sir Philip Gihhs : You do not think it was due 
to better types being designed by private firms in the 
course of the War? 

Mr. McKirmon Wood : My own impression is 
that there was not much to choose between the pro- 
ducts of the private firms and the products of the 
government factory. Both the industry and the 
factory produced their failures and their successes. 
There is a great deal of ludk in the production of a 
good aeroplane. 

{The Witness 

Now, Sir John, the next witness is the one who 
deals iwith the chemical matter. As I have told you, 
he is not a manufacturing or industrial chemist; 
although he has deliberated w'ith those who have 
drafted this statement of evidence, he does not 

Mr. John Desmond Bernal, 

1110. Mr. Bernal: IMy name is John Desmond 
Bernal and I have been for seven years a lecturer 
in crystallography in Cambridge University, and last 
year I was appointed Assistant Director of Research. 
My work in crystallography brings me very much 
in contact with problems covering the whole range 
of the chemical industry. That is to say, we have to 
examine industrial products and we have to con- 
sider processes and things of that sort. I cannot, 
on the other hand, claim to have direct practical 
experience in those fields. 

In considering the nature of the chemical 
side of armaments, the main fact to bear in 
mind is that, unlike heavy armaments and 
unlike aeroplanes up to a point, chemical armaments 
are used up only in war time and, consequently. 
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1108. Professor Gutteridge : There was a little bit of 
trouble at the time. The Eokker aeroplane was get- 
ting the better of the BE 2. 

Mr. McKirmon Wood : Yes. 

1109. Sir Williani Jowitt : There is just this, before 
I leave aeroplanes : I am reading from the Report of 
the Committee of Public Accounts, which I see is 
very up-to-date, it was ordered by the House of 
Commons to be printed on 4th July, 1935, and it 
deals with this question. Under the heading “ Air 
Services ” it says this : — 

“ Non-competitive Contracts. The Public 
Accounts Committee of 1934, in Paragraph 21 
of their Second Report, reviewed the subject of 
non-competitive contracts for aeroplanes and 
engines, which had been previously considered by 
the Public Accounts Committee in 1925 (Para- 
graph 46 of their Second Report of that year). 
The Committee of last year found that the con- 
ditions disclosed at the Inquiry of 1925 still pre- 
vailed, and that no substantial extension of the 
field of open competition had been secured since 
that date. While regretting that further pro- 
gress in that direction had not been found pos- 
sible, they felt that in the meantime they could 
only rely upon the Air Ministry to continue to 
use their costing and other data to the fullest 
extent to secure from manufacturers fair and 
reasonable prices and to seek further powers if 
at any time the position appeared to be unsatis- 
factory. They suggested, however, that the posi- 
tion should be reviewed by the Public Accounts 
Committee after, say, five years, or in the event 
of any material alteration of the conditions such 
as might be caused by a considerable expansion 
of the Air Force. In view of the fact that such 
an expansion has now been decided upon, your 
Committee have given further attention to the 
subject, and they have ascertained that, while 
the underlying conditions have not improved in 
any way, the percentage of contracts placed on 
the basis of competitive prices, though not actu- 
ally by competitive tendering, will be sub- 
stantially higher this year. Your committee were 
informed, however, that the need for rapid pro- 
duction at maximum capacity must to a very 
large extent preclude competitive tendering and 
make it necessary to confine orders to some 
14 or 15 firms who have long experience of the 
particular type of work required. On the other 
hand, the hope was expressed that, with orders 
on an increased scale, lower prices might be 
expected.” 

That you will find is all dealt with in the Report fiom 
the Committee of Public Accounts and you might 
like to have the reference to that. Sir John. 

xuithdrew.) 

pretend to have any internal knowledge of the 
organisations dealt with. Mr. Bernal is Assistant 
Director of Research in Crystallography and Stereo- 
chemistry at Cambridge University. 

M.A., called and examined. 

the problem there is not the problem of the pre- 
paration of large stocks of weapons, but the possi- 
bility of rapid expansion in the case of war. lliat, 
of course, is also affected by the probtem of the 
export of explosives and poison gas, which will go 
on as long as there are any wars in any part of the 
world. Therefore, the question in relation to plant 
is largely a question of the possibility of 
expansion rather than existing plant. 
evidence goes to show that there is very little 
specialisation in dhemical manufacture, that is o 
say, almost any plant can produce, in a relatively 
short time, almost any chemical needed, explosive 
or otherwise, given the raw materials. That is 
starting from the very beginning. The government 
T.N.T. factory during the War was producing its 
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first ton of T.N.T. three months after the first sod 
liad been cut for the building of the factory. And 
so the problem is very different from that of the 
other aspects of armaments. 

The chemical armaments can be divided into 
two quite distinct groups, the explosives and 
the gases, but although they are distinct 

in their uses, they depend, to a large extent, 
on the same raw materials. I would like to 
stress very strongly the importance of raw materials 
for the war chemical industry. The main ra.w 
materials for hoth explosives and gases are verv 
common substances ; they come down to coal, particu- 
larly in the form of coal tar from the gas industry, 
lime, salt, sulphur and arsenic. All those, with the 
exception of sulphur, are produced in ample 
quantities in this country. The supplies of sulphur 
will probably be ample owing to the new iirocesses 
which have been developed for extracting it. Given 
that condition, it is very much more difficult to 
localise the chemical industry than it is to localise 
other industries. 


The explosives industry uses as its prime ra.w 
materials coal, sulphur and nitrates, and the nitrates 
themselves are strictly intermediate : they may come 
either from Chili saltpetre and are therefore imported, 
or they may be made from the atmosphere. In this 
connection one can see the very close relation be- 
tween the war and peace time state of the chemical 
industry. In peace time nitric acid is used' prac- 
tically exclusively in the production of fertilisers. 
The same plant can immediately — this is not a 
matter of months but of weeks— turn over from 
fertih^rs to high explosives. Therefore, its pro- 
ductivity in war depends on the state of the indus- 
try in peace. At the same time, there is a continu- 
ous and very large production of explosives in peace 
time and, of that, during the last year for which the 
figures are available. 50 per cent, .was exported. 

1 .”°* ^ the detailed processes, 

which are all given in the pages of the statement of 
evidence dealing with explosives. It can be seen 
from that that there is no particular difficulty in 
making explosives but that at present the explo- 
sives manufacture is practically confined to the 
I.C.I. group of factories, particularly to the 
Ardeer factory, which the I.C.I. acquired when they 
amalgamated with Nobels. For that reason there 
is no technical difficulty at all in separating the 
manufacture of explosives from the rest of the 
chemical industry. Explosives manufacture is 
something which can be, in peace time, taken 
over completely by the government. Already 
the government makes, through its own arsenals, a 
considerable amount of explosives of exactly the 
same type as are made by the I.C.I. factories. It 
IS true that the I.C.I. factories also make certain 
other explosives for industrial purposes— mining 
purposes particularly. Whether tho.se will come 
und^ the same schedule of control is a further 
point to "which I will return later. 

is a very much more 
limited one. In the first place we may say that 
there is no large production of poison gas— at any 
rate next to nrae— going on in the country at the 
present time. But the production of poison gas is, 
of course, something which can be undertaken with 
extreme rapidity, on account of the great simplicity 
of methods of manufacture and the common nature 
of the materials required. I would simply quote one 
example, that of Lewisite, which is an improved poison 
ps from the point of view of physiological damage 
ecause it combines the blistering powers of the 
ordinary mustard gas with the arsenic which it 
contains, producing ansenical poisoning in the vicl 
time Lewisite is produced by the simple method of 
bubbling acetylene through a mixture of arsenious 
'‘m chloride, the latter being a 

catalyst. That is a very simple operation which 
could be done in any chemical works and could he put 
into operation at almost any time. That is a case of 
the most high toxicity. The figures are given here ■ 
one-Wentieth of a milligram in a litre — that is 
loiighly 1 /100th the concentration of the material 


in a London fog— will produce death from 
exposure to it within a few minutes. This can bo 
produced in enormous quantities, the materials 
there being essentially salt and ai-senic. But the 
chief difficulty about the question of control is that 
theie^ is no way of separating the normal process of 
chemical manufacture from those which will be needed 
to produce poison gas. We have, of course, the 
official assurance on the subject of poison gas, which 
might seem to rule the question out of court alto- 
gether. It says in the War Office Technical Notes 
on Defence against Gas “ The use of gas was pro- 
hibited by the Geneva Gas Protocol of 1925, to which 
most, but not all, of the principal Powers of tlio 
world have subscribed. , The British Army must, 
however, be prepared to defend itself against the 
use of gas by any Power with which it may be at 
war. On the outbreak of war, the British Govern- 
ment will endeavour, in coiijiinction with its allies, 
to obtain from the enemy Government, or Govern- 
ments, an engagement that poison gas shall not be 
used as a weapon of war, if any of the Governments 
concerned have not ratified the Geneva Gas Protocol.” 
1 may say that substantially this form of words is also 
to be found in the French Manual, and, I believe, 
in eveiy official manual on military defence through- 
out the world. It implies that, in fact, there is 
going to be an attempt to use poison gas, and, 
although it is not made in large quantities — that is 
very natural, because it does not keep very well— it 
is being continually experimented on. In the House 
of Commons last year it was stated that roughly 
3,000 animals were killed in the course of ten years 
in experiments with poison gas and, of course, the 
experiments were still continuing. I make this point 
to show that we must, from the iioint of view of actual 
war potentialities, consider poison gas as probably 
more important than explosives, and therefore 
that any scheme for the control of armaments must 
take into account the control of the production of 
poison gas. 

Of the materials used for the production 

of poison gas the chief substance is chlorine. 
Chlorine, I think, enters into nearly every existing 
poison gas— probably not the latest types, but the 
standard types of gas, and those likely to be used 
in the greatest abundance. Chlorine is practically 
exclusively made, in this country and, I think, in 
other countries, by a process by which electric current 
IS passed through common salt, which separates it 
into chlorine, on the one hand, and into caustic 
Mkali, on the other. This process — the Castner- 

Kellner process is one of the most important means 
of producing, not so much chlorine gas, but the 
caustic soda which is used in many industrial pro- 
cesses. The chief chemical economic difficulty which 

arises out of this is that it is extremely difficult to 
find sufficient sale for the chlorine produced. At 
present .something like two-thirds of the caustic alkali 
that is produced in this country is produced not by 
the Castner-Kollner process, but from ordinary alkali 
just by the mixture of lime and soda in the .sod'a works 
of the I.C.I. (The Castner-Kellner process is also con- 
trolled by the I.C.I.) It is simply a matter of switch- 
ing over from the less expensive Castner-Kellner to 
the more expensive soda process, according to the 
demand for chlorine. 

The point that I make here is that any 
avenue for the use of chlorine would bo 

extraordinarily valuable to the firms concerned, 
because it would enable them to save on the process, 
and they have been exploring, very naturally, all 
avenues for the use of chlorine. Unfortunately for 
them, some of the uses of chlorine have been dis- 
card^ Chlorine was formerly used in the artificial- 
silk industry. It is now no longer used. Therefore 
there is a further impetus to find a use for chlorine. 

It IS unlikely at the moment, in peace time, that any 
abnormally large stocks of chlorine would he required 
tor poison-gas purposes. But there is another pur- 
pose for which chlorine could be used, also in con- 
nection with poison gas, and that is, as a decon- 
taminant for poison gas which has been used on a 
piece of ground and which is effective for poisoning 
people on that ground for a considerable time The 
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most valuable agent for removing it is bleacbing 
powder, which is made out of chlorine and lime. The 
point to be remembered is that the amount of 
chlorine required in bleaching is something like ten 
to twenty times the amount of gas that it will decon- 
taminate; and so if a decontaminant is to be used 
on a large scale it would provide itself far greater 
need for chlorine than would he demanded for the 
poison gas. It does not seem very likely that that 
will he done. Mr. Davidson Pratt, secretary of the 
United Chemical Manufacturers’ Association, stated 
in public that he considered that decontamination 
would need to he done largely with .water and earth— 
not very effective chemicals for the purpose — because 
it was not unlikely that there would be an inadequate 
supply of bleaching powder. That reflects the com- 
petition for chlorine as betiveen the necessity 
in -war-time for the production of poison gas and the 
necessity for decontamination of areas which have 
been affected by it. If decontamination was required 
it is quite clear that if all the Castner-Kellner process 
•was worked at a high pressure it would still be 
difficult to provide enough chlorine for both tliMS 
purposes, though it would be vei-y easy to provide 
enough chlorine for offensive purposes. 

The position as regards the other constituents is 
also fairly simple. The sulphur constituent and the 
arsenic constituent can be found. I should like -to lay 
particular emphasis on the arsenic constituent. 
Arsenic does not enter into many ordinary chemical 
processes. It is very much apart in the use to which 
it has been put for its definitely poisonous properties 
— that is, for weed killer, insect killer, and so forth— 
but there is a close connection between the arsenic 
destructive gases like Lewisite, the more poisonous 
kind, and the preparations which are made for the 
purpose of dealing with insect pests, and so forth. 
So there would be no difficulty in including arsenical 
compounds in any offensive iioison-gas. 

The position then is this. That there is no diffi- 
culty under any schemes in providing for the i>ro- 
])osed ownership or control of poison gas inanufactuie. 
The question of the desirability is another matter.^ 
M'e have hero a case where it is quite clearly of 
special advantage to the firms concerned that both 
chlorine for poison gases and chlorine for decon- 
tamination should he fully used; and therefore 
a state of war or danger of war has a definite monej'- 
value to the firms concerned. In the case of de- 
contamination that appears in a more innocent 
fos-m. In the government oircukir ton defence 
against gas, which was issued about three days 
ago, local authorities are instructed, or advised, 
to lay in stocks of bleaching powder. Now it is quite 
clear that if stocks of bleaching powder of anything 
like the adequate amount were to be laid in, it would 
completely change the whole position relative to the 
production of chlorine. In fact, if large stocks had 
to be laid in for a year or two it would probably 
mean that the price of chlorine had to be doubled as 
a result of that demand. Presuma.bly that will not 
occur ; i^ossibly, as in France, the amount of bleaching 
powder laid in will be nominal. Nevertheless it is in 
the interest of the bleaching-powder firms to see that 
adequate defensive measures against gas are taken. 
A certain amount of publicity of this sort has been 
undertaken by associations which are connected with 
such firms, and we have now a possibility of such 
recommendations being actually put into practice. 
So much for the situation with respect to gas. 

There are two other war materials which come into 
the chemical category, hut less directly. One is 
synthetic petrol from coal, which is jjroduced by 
I.C.T. by an hydrogenation process. That this is 
definitely of military value is virtually admitted by 
the enormous subsidy paid to I.C.I. by the govern- 
ment by exempting such petrol from duty. This 
action in itself provides an additional argument 
for tlie general thesis that the whole of the chemical 
industry is of so much value to the government in 
time of war that it must be either nationalised or 
put under control. 

The second raw material which is connected, less 
directly but very singularly, with the chemical indus- 
try is nickel. The connection of nickel with the 


chemical industry is not accidental. It might appear 
to be, insofar as at the commencement of the chemi- 
cal industry it was the Brunner Mond Oomjjany 
that began with a process in which nickel was used. 
Incidentally the process of hydrogenation is evolved 
l)ai-tly hy the nickel catalyst. That led the company 
to acquire control, through the International Nickel 
•Company, of practically 80 per cent, of the world 
supply of nickel, and that nickel, as has been 
pointed out, is absolutely necessai-y for heavy arma- 
ment steel. But the actual metallurgical process hy 
which nickel is extracted is totally different from 
that of other metals in that it is carried out hy a 
chemical process which turns the nickel into a gaseous 
compound. Consequently the extraction of nickel 
technically as well as economically forms part of 
the chemical industry. There is no question that 
the main use of nickel is for war purposes. 
The difficulty of control lies in the fact that the 
actual supplies of nickel are not located in 
England but they are located in the British 
Empire — in Canada. So much for the actual 
materials and process. 

The recommendations of the Union are graduated. 
It is quite clear that the only real solution in con- 
nection with the chemical industry is complete 
socialisation, complete nationalisation of the indus- 
try. That is our recommendation based on the 
impossibility o.f coinsidering any part of the 
chemical industry as potentially separated from war 
purposes. There is no chemical factory that cannot 
be used for the production somehow or other of war 
products, he it gases or explosives, and there is a 
connection between the raw materials needed for war 
purposes and those which are needed for the ordinary 
chemical industry. The difficulty of separation 
would be veiy great. There is no doubt that if this 
general question of nationalisation were considered 
it -nould be -technically quite possible, because the 
organisation of the industry differs very much from 
the organisation of the other industries in that it is 
virtually completely under the control of Imperial 
Chemical Industries. As you can see from the 
charts which are appended to the evidence, par- 
ticularly Figure 2A, which gives the structiu-e 
of Imperial Chemical Industries, there is 
no section of the chemical indus-try that is 
not repi’esented hy one or other of Imperial 
Chemical Industries’ subsidiaries. The structure 
is very different from the heavy armament 
section and the Vickers group. It is not a question 
of interlocking directorates so much as a complete 
and very efficiently administered trust. In the next 
chart can be seen the foreign connections, which I 
only mention because they constitute one of the 
strongest arguments for the nationalisation of the 
industry as a whole. Insofar as the foreign connec- 
tions are concerned you can see they include connec- 
tions with chemical firms and subsidiaries in every 
country in the woi'ld which is of importance in- 
dustrially. That means that Imperial Chemical 
Industries can and do make agreements with other 
countries, particularly with combines like Du Pont 
de Nemours, which, considering the material value of 
the products involved, are as powerful in affecting 
policy as a treaty between governments, and such 
important transactions should not in our opinion 
lie in the hands of an individual company. But that 
very concentration of organisation in the country 
would make relatively easy its complete nationalisa- 
tion. 

Failing nationalisation we suggest that at least 
effective inspection and control and license should 
he applied, and the methods of applying that control 
are set out in the fifth and sixth pages of Part 
■Vin* — particularly the sixth page. The actual pro- 
posals are on the right-hand side, “ That all ex- 
plosives (excepting black gunpowder), whether for 
industrial or military purposes, be manufactured by 
the state from the raw materials and intermediates 
supplied by the private chemical manufacturers.” 
That is in effect an extension of the present govern- 
ment factories to cover all explosives, and is tech- 

* Appendix, pp. 210-211. 
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nically quite feasible on account of the present con- 
centration of tbe explosive business belonging to the 
I.O.I. group. There would be no technical difficulty 
and the amount of money involved would not be 
large. The figures are given on the same page in 
the left-hand column. Approximately £20 million is 
the capitalised value. Then “ (b) That licences for 
export of all raw or semi-finished materials likely 
to be used in the manufacture of explosives or poison 
gases be issued by the state.” That of course, does 
involve technical ijoints of considerable complexity. 

The actual schedules of commodities are given 
below. They actually consist of two groups. The 
first group are the main basic raw materials, nitric 
acid and sulphuric acid, refined gl 3 'cerine, alcohol, 
toluene, ammonia or ammonium compounds, picric 
acid and acetone. All those are substances which are 
used to a considerable extent in industry. They are 
also used in the manufacture of explosives par- 
ticularly. It is difficult to say how much is used 
for explosives on account of the method of publication 
of the figures, but at anj' rate there are large 
quantities of sulphuric acid — about 20 to 25 per 
cent, of the whole production — used for nitration 
purposes; whether entirely for explosives nitration 
or for pui-poses connected with celluloid it is 
absolutely impossible to check from the figures. It 
is essential that those raw materials should come 
under licence, because anyone possessing them could 
with relatively simijle plant make all the products 
they wanted. 

The second group are more particularly associated 
with the manufacture of poison gas. I -ndll not read 
out the list, it is highly technical; half of the sub- 
stances are fairly common like acetone or picric acid, 
others like phenylarsenic acid are only of use for 
poison gas. 

Finally we come to the lethal gases themselves 
which, of course, cannot be specified by name because 
the great majority are secret. They can only be 
specified by their lethal capacity. Phosgene which 
is a relatively dangerous gas is taken as the modern 
standard of lethal gas. Originally it w-as considered 
pretty lethal, but it is nothing now compared with 
the newer gases. 

Now I come to the third recommendation, “ That 
the private manufacture of certain poison gases be 
prohibited. The reagents in question are given in 
the schedule of commodities.” Those recommenda- 
tions are themselves quite practicable, but, of course, 
they are open to very considerable possibilities of 
evasion. It is going to be extremely difficult to check 
the working out of these intermediaries in factories 
connected with the parent factories, in fact, it will 
be quite impossible — as you can see from Figure 2B 
— because if this is applied in this country there is 
nothing to prevent any of the I.C.I. joint companies 
from carrying out the finishing process, withoait 
breach of any agreement. 

Secondly, although that is feasible, it would 
obviously be much better to have complete control of 
the industry as suggested on the next page of 
Part VIII, in the left-hand column: — “ The type of 
control which seems to us to be essential would consist 
of boards on which were represented the government 
officials, both technical, administrative and financial, 
representatives of the technical, managerial and office 
(accountancy) staffs, and also representatives of the 
workers elected democratically by secret ballot in the 
factories.” 

That last remark is very important because the 
chemical industry, particularly under war conditions, 
is one of the most dangerous of industries. Only a 
few days ago we read of the explosion at the Rhein- 
dorf works in Germany. We have not the figures, 
but between 1,000 and 2,000 people must have been 
killed. I think in 1927-28 the Leuna works blew up 
and a thousand people were killed. All these things 
are to a large extent due to a lack of regard for 
working conditions which can only be checked by 
representatives of the people working in the industry. 

I will read the end of the recommendations. “ These 
lx>ards would in all cases be of four main classes. 
Co-ordination (for different products for various 
factories, e.g., intermediates). National, Regional and 
Factory. All the management of the nationalised 


industries to be subject to Parliament so that debate 
could occur and questions be asked with regard to its 
position and management.” 

1111. Chairman : May I ask one or two questions, 
because I do not quite follow i^art of this.^ On the 
sixth page of Part VIII there is a passage, “ In the 
case of explosives, the varieties are so great, and the 
difference between pacific and military use (except 
as propellants) so ill-defined, that it is impracticable 
to separate them.” Do you agree with that? 

Ml', liernal'. Yes, 1 agree with that. 

1112. Chairman : Then near the top of the next 
column do you see “It is proposed (a) That all 
explosives (excepting black gunpowder) whether for 
industrial or military purposes be manufactured by 
the state from the raw materials and intermediates 
supplied by the private chemical manufacturers”? 
The result of that .would be, would it not, that all 
explosives whether for industrial or military purposes 
would be manufactured by the state? 

Mr. Menial: Yes; that is so. 

1113. Chairman : And the state would then be a 
trader in respect of explosives for industrial purposes. 
You could only acquire them from the state ? 

Mr. Bernal: Yes, that is perfectly true. 

1114. Mr. Spender: You stated, as I understood, that 
another war would have a money value to the I.C.I. 
Would it not be true to say that a second war, taking 
the whole industry, civil and military together, would 
inflict a very considerable dead loss upon their trade? 

Mr. Bernal : My answer to that would be that 
it would be best to examine the condition of the 
constituent firms of the I.O.I. before and after the 
late War. On their own reports the War was a 
period of great activity and thej’ certainly did not 
emerge from the War in a position of financial 
weakness. 

Mr. Spender: I am only suggesting that the 
considerable amount of industrial work that is now 
dependent on the activities of I.C.I. would lead to 
the conclusion that the loss caused by a second war 
to such a penetrating industry would probably be 
disastrous. 

1115. Sir Philip Cihbs : Is it a fact that these 
materials are so common that most industrial nations 
would now be able to manufacture this poison gas 
and explosives? 

Mr. Bernal : That is so. 

1116. Sir Philip Cihbs : Are there many nations who 
are unable to do so? Apart from the primitive 
nations is there any civilised country in Europe 
which is unable to provide these explosives them- 
selves ? 

Mr. Bernal : Many of them do not do so. The 
chief countries that do are ourselves, Germany, 
France and, to a certain extent, Czecho-Slovakia and 
Italy. Other countries have their government fac- 
tories of course. We could get out a list of the 
countries if you would like it to-morrow? 

1117. Sir Philip Gibbs : Thank you very much. I 
would like to ask one other question and that is 
this: Do you think from your own knowledge that 
there is much export of materials for ijoison gas or 
for explosives to these other indu.strial countries? 

Mr. Bernal : We can get figures for you. 

1118. Sir Philip Gibbs: Thank you very much. 

Sir William Jowitt: The explosives figure will 

bo wrapped up in the other figure. Military cart- 
ridges obviously contain a certain amount of ex- 
plosive, but I think we can get you the figures of 
explosives as such. 

1119. Sir Philip Gibbs : I would like to ask this 
witness whether he thinks there is any export of 
poison gas. Is it possible to export poison gas in its 
finished state? 

Mr. Bernal : Chlorine can bo called poison gas 
or not; it is the same whether it is used as poison 
gas or not; that is exported, but as far as we know 
no other poison gases are being exported. 

1120. Professor Gutteridge : I suppose that applies to 
gas shells as well, does it? 

Sir William Jowitt: I will try to get those 
figures to-morrow if I can. 

Chairman : That is all we wish to ask this 
gentleman. 


{Adjourned till to-morrow at 11 a.m.) 
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Mr. Ronald McKinnon Wood, 

1121. Professor Gntteridge: The Bailhaohe Com- 

mittee, if I may call it so, was appointed to inquire 
into the Flying Corps generally, was it not? 

Mr. McKinnon. Wood: Yes. 

1122. Professor Cutteridge : But incidentally I 

believe they also inquired into the working of the 
Royal Aircraft factories. 

Mr. McKinnon Wood: Yes. 

1123. Professor Gutteridge : I have not been able, 
although I have been trying to, to get hold of a 
copy of the report, but perhaps j'ou can help me with 
regard to this. I think in certain respects they re- 
ported adversely to the Royal Aircraft factory, did 
they not? 

Mr. McKinnon Wood: They made certain criti- 
cisms. They mentioned the point that I mentioned 
yesterday, that in designing experimental aeroplanes 
there arq bound to be a number of failures, but they 
commented on the number of very successful aero- 
planes that had been produced, and they commented 
adversely on the tact of some of the subordinate 
officials at the factory which they thought might 
irritate the people in the industry. There was one 
case in which a subordinate oflRcial at the factory 
had started measuring up one of the products of the 
industry, and his action had been promptly re- 
pudiated by a higher authority. Then the report 
said there would always be certain complaints as 
long as the aircraft factory and the Flying Corps 
were under a common head, and recommended a 
separation. 

1124. Professor Gutteridge : Did not they recom- 

mend, if I remember rightly, that the aircraft fac- 
tory should confine itself to the experimental work? 
Was not that one of their recommendations? 

Mr. McKinnon Wood; The findings were that 
the factory should continue, but it should be con- 
fined, I think they said, very much as at [present to 
trial and experimental research, the preparation of 
drawings, repairs and the manufacture of spares — 
it is not very clear to me whether trial and experi- 
ment and the preparation of drawings does or does 
not include the designing of aeroplanes in competition 
with the trade — but certainly it should not under- 
take manufacture on a big scale. 

1125. Professor Gutteridge: May I interpolate this? 
I was wondering what you yourself contemplated. 
Have you contemplated a manufacturing body, 
or merely an experimental national factory ? 

Mr. McKinnon Wood : I should prefer that 
the whole of the design and manufacture and experi- 
ment was conducted in a state organisation. 

1126. Professor Gutteridge : All concentrated in the 
hands of the state? 

Mr. McKinnon Wood: Yes. 

1127. Professor Gutteridge : You do not think that 
if that was done there would be a certain danger of 
over-run standardisation, do you? 

Mr. McKinnon Wood; I think it would be 
necessary to do it in a form of providing for com- 
petition between staffs. 
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1128. Professor Gutteridge: Would you mind 

explaining that a little more in detail, because I 
am not quite sure that I understand that? 

Mr. McKinnon Wood: At present particular 
competitions are between four or five contractors, but 
in the same way, a specification of the require- 
ments of the Air Force would be issued to, I think 
not quite so many, but to a number of different 
state factories, and the drawing office staffs would 
then compete in designing the machines required by 
the Air Force. 

1129. Professor Gutteridge : If I understand you 

correctly, any such competition as there is between 
individual firms you would prefer to have between 
individual government factories. Is that part of 
your plan? 

Mr. McKinnon Wood: Yes. 

Sir William Jowitt : There was another Com- 
mittee, was there not, the Burbidge Committee? 

1130. Professor Gutteridge : Yes, there was the Bur- 
bidge Committee, and unfortunately I have not so 
far been able to get a copy of their report; and I 
think there was a third one, too. 

Sir William J owitt : I do not know of the 
third one. 

1131. Professor Gutteridge ; I do not know how far 
it is important, but what is in my mind is this. I 
have always understood that the Royal Aircraft 
factory concentrated on the production of the 
Napier engines, which proved to be a failure. The 
Napier firm undertook to build the engine to the 
specification of the Royal Aircraft factory, but the 
Rolls Royce factory declined to have anything to do 
with it, and produced an engine on their own lines. 
I have always been given to understand that the pro- 
duction and development of aeroplanes during the 
War would have been very much more rapid if the 
Royal Aircraft factory had not insisted on its own 
designs. That was my point. I do not know 
whether you can throw any light on that, can you ? 

Mr. McKinnon IFood; I think the facts were 
that the aircraft factor}'. had got out drawings up to 
a certain point for engines above the size that they 
had actually produced, and that these drawings 
were given to Rolls Royce and to Napier,^ the idea 
being that the particular aeroplane engines that 
were wanted would best be produced by those firms 
and that the factory drawings would give them a 
start-off; but the drawings were actually rejected by 
Rolls Royce, but accepted by Napiers, as the appro- 
priate type of engine. I think they wore different 
drawings, for the two firms, of two different 
engines. 

1132. Professor Gutteridge : As a matter of fact, I 
think the S.E.5 was the only really successful plane 
that the Royal Aircraft factory produced? 

Mr. McKinnon Wood : Well, the Bailhache 

Oommittw said that the B.E.2 aeroplanes showed 
a great advance in aeronautics. 
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1133. Professor Gutteridge : That was a Bleriot. 

Mr. McKinnon Wood: “B” came from 

“ Bleriot ”. It was only a compliment to Bleriot, 
as he was one of the first people to put the propeller 
in front of the aeroplane, and this aeroplane followed 
that design. That was the only connection, really, 
between the two. The “ P.E.”, which meaAt 
Farman Experimental,” was so called because the 
propeller was behind, and that again was the only 


connection with Farman, and that was a good aero- 
plane. The Committee also said that the B.E.7 
served its purpose, and that the B.E.2.C. was strong, 
and aeronautically sound. 

1134. Professor Gutteridge : That was successful? 

Mr. McKinnon Wood: That was a highly 

successful aeroplane. 

Professor Gutteridge : Thank you for helping 
me with regard to that. 


(,'Jhe Witness withdrew). 


1136. Sir William Jowitt: Then, Sir John, I have 
Lord Marley here. He would like to answer any 
questions that the Commission might desire to ask 
regarding the general aspect of the whole case. 

Chairman : There were some questions that 
some members would like to ask you, not technical 


questions, but questions bearing upon the exact 
proposals made in this statement. 

1136. Sir William Joxoitt: I think Lord Marley will 
answer those. Sir John. 

Chairman: Very well. 


Lord Marley, D.S.C., J.P., 

113/. Chairman : Tt id you wish to make any state- 
ment, or merely to deal with any questions that you 
are asked? 

Lord Marley: Perhaps, Sir John, I might say 
this about the whole position. The statement of 
evidence that the Union of Democratic Control has 
submitted to the Royal Commission — and I speak as a 
member of the Committee of that organisation — has 
been prepared with the greatest possible care that we 
could apply to it, and we are entirely satisfied with 
the line of approach conducted by Sir William Jowitt 
in putting it before the Royal Commission, and with 
the evidence of our two witnesses. 

Perhaps I might amplify one statement which Sir 
William Jowitt made, in pointing out that we are not 
a political organisation in the sense that we are 
affiliated to any political body. We are an entirely 
free organisation, not affiliated to any political 
organisation at all, and the line of approach that we 
have taken to this problem, we believe, is a line 
which is in the national interest, is in the interest 
of the nation as a whole. We believe there is nothing 
in our evidence or conclusions which might not have 
the support of persons of any political faith or of any 
political party. I wanted to make that little ampli- 
fication in the light of the suggestion that we are a 
Socialist organisation. 

Of course, I might go one step further and say 
that a Socialist is a person who believes in common 
sense, and I would no doubt have the limited support 
of the members of the Royal Commission in that. 
It is a question of definition. But, broadly speaking, 
we are concerned with the national interest in this 
matter, and we leave the definition of national 
interest to the individual Commissioners on the facts 
which we have put forward. 

I might say, however, that we do believe in greater 
publicity for the whole of this business of private 
manufacture and export of armaments, because we 
believe that that is a method which may help towards 
the prevention of corruption. Then we do believe 
in control of the whole industry, because we believe 
that that is a method which may help to combat the 
proved inefficiency of private manufacture. We 
believe, and we hope we have proved, that it is 
inefficient in very many respects, and we believe that 
control would help to prevent that inefficiency; and, 
finally, we do believe in national ownership, and we 
support national ownership, because we think that 
is a method of avoiding the tendency towards 
encouraging militarism, the use of militarism as a 
tendency towards the encouragement of ill-faith, over- 
emphasis of disputes and misunderstandings between 
countries, which is a temptation which must be felt 
by those who make a living by profits from the sale 
of armaments. 

There was a question, I understood, put with 
regard to the profits of chemical industries during 
yesterday’s proceedings, and I merely want to say 
that we do not for a moment suggest that the 
chemical industries would ip any way encourage war 
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merely to make profits. But it is a fact that during 
a war, chemical industries do make very large profits, 
and while not saying a word about tbe encourage- 
ment of war, I do say that it would be in the national 
interest that those profits should be available for the 
nation as a whole instead of for private shareholders, 
because if those profits were available for the nation 
as a whole, it would result in more armaments at a 
cheaper cost rather than fewer armaments at a 
heavier cost. Again, if we are concerned with effi- 
ciency at all in this matter, that seems to me to be 
self-evident. This matter was brought out in evidence 
before the American Committee, and it was reported 
in The Times in September of last year, when an 
investigation was made into the capital of the Du 
Pont Company in the four war years. The figures 
are quoted in The Times. We are told by Mr. Du 
Pont that the Delaware Company had earned in the 
war years 1,245,000 dollars, and at the end of 1918 
their boolvs showed a surplus of 00,000,000 dollars 
ascribable to war profits, though those took no 
account of bonuses paid during the war years. 
Senator Bone pointed out that according to the com- 
pany’s annual report for 1918 that represented 
458 per cent, on the total volume of business — 
458 per cent, profit on the total volume of business. 
Any profit in the neighbourhood of 400 per cent, 
or more seems to us to be somewhat excessive, 
and we cannot help thinking it would be to the 
advantage of the country were those profits available 
for the mitigation of taxation or — -and I speak here 
as a soldier who suffered severely during the War 
from the inadequate supply of ammunition in the 
early stages — for the advantage of those who un- 
fortunately have to conduct the fight. I remember, 
if you will pardon a personal reminiscence. Sir John, 
very well when wo had to use American ammunition 
during the early stages of the War for our artillery, 
and in my own unit wo always took care to be as far 
away as possible from our own artillery on those 
occasions, because unfortunately those shells had a 
habit of bursting at the muzzle instead of where they 
were supposed to burst, and inflicting suffering on 
our own people rather than on those for whom they 
were supposed to be destined — another disadvantage, 
if I may say so, of the private manufacture of arms. 

I do not think I have anything to add. Sir John, 
but if there are any questions, I would do my very 
best to answer them. 

1138. Chairman : Yes. Would you mind my asking 
you a few questions, in order that I may realise 
exactly what it is that your proposals amount to. 
First of all, the suggestion is that in order to deal 
with this question effectively, and the question of 
the armaments industry generally, it is essential to 
consider the three separate heads of heavy arma- 
ments, chemistry, and aircraft. Well now, is the con- 
clusion that one is to draw from your case that it is 
possible to deal with each of those classes separately, 
in this sense, that it might be advisable to 
nationalise one head, we will say heavy armaments; 
partly nationalise another head, we will say aircraft; 
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and control chemistry — that you may adopt two 
systems, either nationalisation of one or control of 
the other, and so forth, or deal with them all by one 
system ? 

Lord Marley : The point is this. Sir John. 
First of all, we do not venture to suggest to the 
Royal Commission what conclusions they should draw. 
We try to place before you evidence from which we 
believe you can only draw one conclusion ; but that 
is entirely for the Royal Commission, and naturally 
we do not suggest that; but the line we take is this, 
that there are two extremes in this business. On 
the one hand, there is complete national ownership 
and control — nationalisation. On the other hand 

there is private ownership and control. Between 
those two there are an infinity of variations of 
marginal points. Now, if we take these three 
separate points which you have enumerated, we do 
not say that each of those will come in the same 
place between those limits. We believe, for instance, 
that the production of purely war material, such as 
armour plate, can be and should bo completely 
nationalised. We believe that there are other aspects 
which may not go nearly so far in that direction. 

1139. Chairman : That is what I gathered from the 
statement. I mention that because we have had 
evidence here from one witness who has had con- 
siderable experience. Dr. Addison, that in his view, 
whatever is done there should he only one producing 
and administrative authority. I wondered, in view 
of what you have now indicated, what you wish to 
say as to that? 

Lord Marley : I should say — and here I am 
speaking personally — that while you might have 
one controlling body, there is no reason why that 
controlling body should not deal with each of these 
aspects of arms production in its own way. In 
so far as one is completely nationalised, there 
could he complete departmental control ; in so far as 
another is only partially publicly controlled, there 
would be only a partial control. I think the three 
could be co-ordinated under one Munitions Ministry. 
That is only a personal idea in amplification of what 
Dr. Addison said. 

1140. Chairman : To deal with these separate heads 
one by one, if I may, take first of all the heavy 
armaments. On the third page of Part IV of the 
Statement of Evidence*, a few lines down on the 
right-hand column, the author is dealing with the 
question of what I may call armament steels as 
opposed to commercial steels. He says : “ The point 
is that, although melted in the same furnace as com- 
mercial steels, armament steels are earmarked from 
the start and only a small proportion is sidetracked ” 
— by that he means used for some other purpose? 

Lord Marley : Yes. 

1141. Cluiirman : Then he goes on : “ But it should 
he borne in mind that an increasing number of com- 
mercial purposes are being found for these alloy 
steels ” — and by that I under.stand he means what 
we call armament steel — “ formerly used for arma- 
ments only.” Now, what 1 wanted to ask on that is 
this : whetlier or not there is any substantial amount 
of this armament steel which is not used for purely 
armament purposes? 

Lord Marley : Well, it is not a matter on 
which I have expert knowledge, I am afraid, but of 
course it is quite clear that the most recent of the 
types of armour plate are composed of the latest 
alloy steels which pi’esumably would not be largely 
used for commercial purposes. 

1142. Chairman : Yes, but I wanted to know from a 
practical point of view whether this armament steel 
has not been substantially used for purposes other 
than armament purposes, and that that use is 
increasing? 

Tjord Marley. I think we are dealing with it in 
a slightly different way, if I may say so. You have 
got your steel production at the beginning 


1143. Chairman: You do not follow my point, I 
think. What I am driving at is this : whether or not 
your proposition which you come to in later pages, 
that you would nationalise the production of arma- 
ment steel, does not involve the nation becoming 
traders in that steel if it is used for other purposes? 

Lord Marley : Not necessarily. 

1144. Chairman: Well, if nobody else can make it, 
who are they to get the steel from? 

Lord Marley : There is no • reason why a 

national factory shoidd not supply the small quan- 
tities of particular steel alloys which may be 
required. 

1145. Chairman: Then they are traders to that 
extent ? 

Lord Marley : Oh, well, yes. 

1146. Chairman : That is all I wanted to know ; and 
I wanted to know, as far as anybody can tell me, 
what proportion of armament steel is being used for 
purposes other than pure armament purposes? 

Lord Marley : Now I do not know the propor- 
tions, Sir John, but I am pretty certain that as 
private enterprise develops it will be an increasing 
proportion, because when you get j’our special steel 
produced, specially hard steel for specific purijoses, 
you will have an increasing proportion being called 
for by private enterprise. 

<S*!r William Jowitt: May I suggest this, that 
I might get the Union to write a letter to your Secre- 
tary dealing with this point. That might form the 
groundwork for your investigations hereafter. 

1147. Chairman : Very well. Then will you turn to 
the first page of Part VIII of the Statement of 
Evidence. t On the right-hand column yon see you 
come to deal with this again, and in the second para- 
graph it says: “ The differences between the produc- 
tion of steel for armaments and that for commercial 
products start from the time the raw metal is placed 
in the furnace.” That is exactly the same point as in 
the earlier page. “ This definite distinction between 
arms and civil production is a factor of enormous 
importance in the consideration of the practicability 
of the institution of a state monopoly in the heavy 
arms industry.” Then you go on to refer to the 
principle of separation in the memorandum presented 
to the Disarmament Conference by the French, 
Spanish, Polish and Danish Governments, and their 
object is stated later : “ The sole object is to reserve 
to the state that part of industrial production 
whereby a product undergoes the first transforma- 
tion which renders it unfit for pacific purposes.” 
Now, is it a fair conclusion from all your statements 
that those who are responsible for this case do not 
accept that as a practical proposition — their proposals 
are something entirely and essentially different? 

LjOrd Marley : No, I would not say that. 

1148. Chairman: Are they not, if you consider them? 
In no part of this case are you attempting to deal 
with the question as to whether it is practicable to 
assume control over an article at its first trans- 
formation from a pacific into a warlike article. 

Lord Marley : The answer to that is that we 
place before you this evidence, in which we suggest 
that it is possible to publicly control from the very 
moment when the raw material becomes first destined 
for a warlike purpose. But when that moment is 
we cannot say, in vie.w, on the one hand, of our lack, 
naturally, of complete knowledge — we have not got 
the powers of investigation which the Royal Com- 
mission have — and, on the other hand, by reason 
of the changing nature of steel production, which may 
gradually push further one way or the other at any 
moment. Well, now, in order to clear up that point 
it is quite certain that we must choose an arbitrary 
point. If we are in favour of national control or 
ownership at all, we must choose an arbitrary point, 
and that point may subsequently vary in the general 
development of production in private industry, but 
there is no reason why state ownership should vary. 
If, for instance, the state has a monopoly of the 
production of a certain alloy steel, there is no reason 
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why it should not, if it is necessary, even become a 
trader in that particular alloy steel if for commercial 
purposes it becomes demanded; but our point is that 
we are not concerned .with the commercial side, we 
are concerned with the infinite desirability and the 
practicability of the state becoming the owner of 
warlike production in this country. 

1149. Chairman : Yes, but what I wanted to test 
was your view, or your organisation’s view, of the 
practicability of this proposal which has been put for- 
ward, which suggests that the moment of control, 
when control should commence to operate, is the 
moment when the article ceases to be of civil use 
merely, and becomes useful for warlike purposes. 
Now, take your statement. You see, with regard to 
heavy armaments, you commence at the commence- 
ment. There is no question of an intermediate stage. 
You commence at the commencement and you point 
out and emphasise that armament steel is never, 
practically, a civil article — if I may use that word — 
and the same equally with chemicals and with air- 
craft. You do not attempt at any stage to say: 
“ Now, at this stage in the manufacture, it ceases to 
be one and becomes the other.” Throughout this 
statement, you start from the commencement under 
each head. Is that right? 

Lord Marley : No, Sir John, my point is this. 
Let me put it to you in this way. There is only one 
man in this country who can say at what precise 
point national ownership and control of armament 
production, or of production which can he used for 
military purposes, should start, and that person is 
Sir John Eldon Bankes and the Royal Commission 
over which he presides ; because your Commission 
alone have the power to investigate every one of these 
problems, and to say where, if you decide that public 
ownership and control is necessary, it should start 
in each case. 

1150. Chairman : If it is true that I am the person, 

which I do not accept for a moment 

Lord Marley : I am sorry, hut I am afraid you 

must. 

1151. Chairman: 1 want to be advised, and I want 

to know what your advice is, whether I had better 
consider this question of starting control at a par- 
ticular point in the manufacture, or whether I had 
better accept what I understand is entirely a different 
suggestion, namely, that it is not necessary to con- 
sider that at all, it is not desirable to consider it at 
all, but in each phase you ought to start at the very 
commencement. 

Tjord Marley: Let us take these points. I 
see in our case that the points of starting will be 
very different. If we take the production of guns, 
of artillery, it is quite clear that the state is 
already a manufacturer of these articles and we 
believe should be the sole manufactni-er of these 
articles. We know that there are many countries 
in the world where the vastly greater proportion 
of production of these materials is already state- 
owned. I am told, for instance, that in France 
something like 80 per cent, of production is state- 
owned, whereas in this country, in rough figures, 
it is only 20 per cent. We believe that it would 
be in the national interest that the whole of that 
should be state-owned and controlled. Now then, 
when we come to the chemicals trade, it is a different 
proposition, 'because it is quite clear that 
certain chemical products — and I speak as a 
non-expert in this — can at one time be used for 
pacific purposes and with a very slight variation 
can be adapted for war purposes. Now, exactly 
where the control comes in it is extremely diffi- 
cult to say, and that is why I say that if you 
decide that control is necessary, you can in your 
recommendations give the point. If you want my 
advice for what it is worth, and I do not pretend 
it is worth a very great deal, Sir John, because 
I have not your experience or access to documents, 

I should say the sooner the better ; because the 
sooner you start the cutting-out of inefficiency, of 
private tinkering and of corruption — and that will 


always be the line we shall take — ^the sooner we start 
national control, the better we shall be pleased. 
But I would, of course, like control to start sooner 
than later, in the national interest. For purely 
Conservatives, or even Lloyd Georgeites, I would in 
the national interest say that the sooner control 
started, the better. 

1152. Chairman : Take aircraft. You have not dealt 
with that. I want to test your view as to the prac- 
ticability of one of these propositions that we have 
got to consider, and that proposition is that you 
can, as a practical matter, deal with this whole 
question of armaments from the point of view that 
there is a stage at which you can put your finger, 
and say it ceases to be one and becomes the other. 
Now, having regard to the evidence that wo have 
had from Mr. McKinnon Wood yesterday, is there 
any stage in the aircraft branch at which yon could 
put your finger and say, yes, it ceases to be one 
and becomes the other? Is it not obvious that — — 

Lord Marley : I do not know that we could 
indicate a precise stage. But let me say this. The 
British aircraft industry, by a process of national 
ignorance, is immensely behind the aircraft industry 
in other countries. It is not entirely the fault of 
the industry, but by reason of the short distances 
involved in this coiintry, and so on ; but none of 
our commercial aeroplanes, none of them, come 
within 100 per cent, of, say, American commerial 
planes. In other words, our commercial flying 
industry is hopelessly inefficient as compared with 
the progress made, say, in the United States, where 
a normal flying schedule of 16 to 18 hours from New 
York to Los Angeles is done is done three or four 
times a day each way. At four o’clock in the evening 
you leave New York, and you arrive in Los Angeles 
at somewhere about eight in the morning, at a speed 
of from two hundred to two hundred and thirty miles 
an hour, a journey taking somewhere about four and 
a half days in the train. We have nothing to touch 
that. 

1153. Chairman : That does not touch my question, 
as to whether in the aircraft industry it is prac- 
ticable to employ this formula. 

Lord Marley : Our point is that it is not 
practicable in tbe national interest to leave it to 
private enterprise. Private enterprise has so failed 
that we suggest that if we had, as has been sug- 
gested, so many national factories competing with 
each other 

1164. Chairman : I quite understand you advocate 
nationalisation of all these industries. 

Lord Marley : All aeroplane industries, because 
80 per cent, of the aeroplanes are used for fighting 
machines. 

1155. Chairman : To go on, there is another question 
I want to ask on this same column, please. You 
set out a list of arms which in the process of manu- 
facture are produced separately from all commercial 
work. You say there is a number of them, numbered 
from (a) to (i). Then the statement goes on : 

“ Materials required for high explosive and shrapnel 
shell could be purchased in bar or billet from out- 
side sources.” Now, high explosive and shrapnel 
shell are No. (c). Is the proposal there that they 
should be manufactured from other than armour 
steel? I do not follow. Why should you purchase 
bar or billet from outside? 

Jjord Marley: Well, neither of these requires 
special steel. Any old stuff does for shrapnel. 
Shrapnel is merely a thin ease with a number of 
small bullets inside made of anything which will 
penetrate and cut you up. 

11.56. Chairman : I follow. It is not necessary to 
use armament steel for that particular shell? 

Lord Marley : No. Neither of those is armour 
piercing. High explosive is a steel shell to burst 
in the air. 

1157. Chairman: I follow. Then, lower down, it is 
stated : “ Thus, a separation of the manufacture of 
heavy arms from that of commercial steel goods, 
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which is a practicable consideration, must assume 
the government’s ownership and control of the steel 
works necessary for the manufacture of the war 
stores enumerated above.” That means taking over, 
does it not, the whole trade of armament steel 
manufacture? 

Lord Marley : Of armament steel, yes, that is 
so. 

1158. Chairman: Then will you go to the last page? 
On the right-ihand column, under the heading 
Nationalisation of the Arms Industry, it says: “ (a) 
Heavy Arms, (b) Chemicals and Explosives. (c) 
Aircraft.” Then it goes on to say: “ Such nation- 
alisation would have to be supplemented by control 
of the sources of raw materials, e.g., iron, nickel, 
etc.” Now, there is a distinction drawn there 
between nationalisation of those enumerated heads, 
and control of some others. Wliat is the difference 
which is suggested between nationalisation and con- 
trol? 

Lord Marley: The difference is that national- 
isation involves the complete national ownership and 
control of the industry; but when you come to con- 
trol, it is clear that unless you have a coruplete 
system of socialisation in a country you cannot 
nationally own the raw material, such as iron ore, 
because unless you have your complete socialisation 
a great deal of it is used for commercial work, so 
we say the nation has the right to have all that 
it needs of the best quality of that ore, where- 
ever it is produced, in this country. Therefore we 
say we must control the production in order that wo 
may have priority in saying to the private firms, 

‘‘ You have a particularly good type of ore in such- 
and-such an area, and we shall require from you 
next year 100,000 tons of that ore.” Therefore we 
control that ore to this extent, that we reserve the 
right to the nation to have the first claim on the 
higher quality ore. With regard to the nickel that 
is mentioned here, I might say that 95 per cent, of 
all nickel in the world is produced in Canada, and, 
broadly speaking, no other nation in the world can 
produce armaments unless Canada provides them 
with the nickel. Broadly speaking, no other nation 
in the world can produce armaments, nickel steel, 
nickel armour plating, and so on, unless Canada 
provides them with the nickel for that purpose ; and 
we have always said that an examination of the 
export trade in nickel would lead to very interesting 
conclusions. I hope. Sir John, that the Commission 
will go into that; and in any case we have given 
in our evidence a good deal concerning the nickel 
manufacturers which will, I am certain, repay study. 

1159. Chairman : To complete even nationalisation 
of these industries, according to your view it is 
essential to have control of large quantities of raw 
materials ? 

Lord Marley : It is a matter of being able to 
secure that the raw material is available ; that is 
what it reallj' amounts to. I would not maintain, 
for instance, that we should necessarily include 
Sweden in the British Empire in order that wo 
should have that Swedish steel. That would be 
contrary to the Covenant of the League of Nations, 
and I would not advocate that; but there is no 
reason why, as far as steel goes, we should not have 
the same arrangement with Sweden, or any other 
country, as an ordinary private manufacturer has. 

1160. Chairman : But take iron ore in this country. 
You do not go so far as to say, “ Well, we will 
nationalise all the iron ore in the country.” You 
say, “We .will do something rather short of that; 
we will control it sufficiently to enable us to nation- 
alise the armament steel manufacture ”? 

Lord Marley : It is quite true that the people 
of this country are not yet educated ui) to require 
the nationalisation of steel production, but the 
British Government would be a manufacturer, and 
just as any other manufacturer does it would make 
its contracts with the ore-producing companies. But 
we go a little further than that, and we say that we 
as the British Government have the right to priority 


in the claim for the best ore. After all, we claim it 
is in the national interest that our people should be 
defended, if you put it that way. We claim the 
right to have the best ore, and to have the particular 
commodities we desire. We are prepared to pay for 
them. 

1161. Chairman: You understand, I am not criticis- 
ing, but I just want to understand what it is that is 
being put forward. Now may I go to another point, 
in Chapter 3 of Part IV of the Statement of 
Evidence. Under the heading, “ (3) Explosives, Am- 
munition and Intermediates,” * the third paragraph 
begins. “ The manufacture of explosives covers a 
very wide field of chemical effort.” You see, it is 
dealing .with the production of what are called inter- 
mediates. “ The manufacture of explosives covers a 
very wdde field of chemical effort, much of which is 
completely free from any suspicion of interest in the 
supply of armaments. These factories and processes 
are those which deal with the manufacture of inter- 
mediates, or of materials which are near relations 
of those in the explosive groups.” Then, omitting 
the next paragraph, it goes on: “The range of 

industries engaged in the production of chemicals 
which are intermediates for explosives is wide enough 
to embrace gas works, coke oven plants, and soap 
works in addition to chemical works proper, and to 
the factories engaged in making shell.” Then it 
goes on, on the next page, the fourth paragraph on 
the left hand column: “ It would appear reasonable 
to assume that any efficient organisation for military 
purposes would base its arsenals upon the use of the 
intermediate re-agents rather than upon the building 
up of an inelastic factory in which all the processes 
were carried through from the raw materials.” Now 
you see the intermediates are said on the first para- 
graph on the right to include gas works, coke 
oven plants and soap works ; but is it suggested in 
this next paragraph that the Government control 
for this purpose should include what are called 
intermediates, or included in intermediates? 

Lord Marley : In that connection, these in- 
termediates are obtained from factories — we will call 
them factories for the moment — .which are producing 
material which is close to war material and could 
by a slight modification be applied to the produc- 
tion of war material; and therefore our contention 
is that from the point of view of saving money 
it is much cheaper to use these, what I might call 
intermediate factories, when the time comes rather 
than have special factories which would lie idle, 
and which might get out of date, but which would 
only be used when the time came to need them. 
That is the contention. Now the method of con- 
trol — 

1162. Chairman : But wait one moment. Is there to 
be no control during peace time, and only nation- 
alisation in the event of emergency? 

Lord Marley : That is the case with all these 
intermediate re-agent factories. 

1163. Chairman : You are not suggesting the control 
of soap production in peace time? 

Lord Marley : Not of soap. We do not suggest 
that; but there is a factor which comes from soap 
which is essential during war, and therefore we 
should control soap then. But however desirable 
that may be in other directions — soap is a very 
essential thing even in peace time — we do not 
propose that we should take over the control of soap 
in peace time. 

1164. Chairman: Or gas? 

Lord Marley: Well, gas is already very nearly 
taken over. Sir John, because the majority of gas 
works are municipal undertakings, and are there- 
fore to that extent already nationalised. 

1165. Chairman: I understand. The question was 

whether the suggestion here was that there should 
be any sort of control over these intermediates 
during peace time, and I understand you to say 
“No”? 

* Appendix, p. 185, 
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Lord Marley : The control would be only to 
this extent. It would be, as already exists, in the 
public law of this land. It would reserve to the 
nation the right to control in time of national 
emergency. 

1166. Chairman; The reason I ask that is this. 
Will you turn to the ninth page of Chapter 3 of 
Part IV,* at the bottom of the left-hand column, 
the last paragraph hut one. It ibegins : — 

“ Our problem will therefore be to separate (1) 
those industries supplying direct war material; 
(2) those capable of immediate interchange to war 
material; (3) those supplying immediate products 
to existing armament firms; and (4) that part of 
the chemical industry which is only indirectly 
related to warfare production. 

After consideration of these matters, the 
practicability of control will be discussed, and 
the problem is here complicated by the wide- 
spread control of certain of the large firms, 
who are at present engaged in producing 
explosive and pacific materials. Control may 
demand a spread to include sales services to 
the pacific industries of relatives of explosives, 
and in such cases as glycerine production to the 
control of soap factories, which are essentially sup- 
pliers for pacific uses ”. 

Now that does seem to suggest control of factories 
during peace time. Is that right 

Lord Marley : Well, only to this extent, that 
the factories enumerated, namely gas and soap, are 
not normally in peace time supplying all the by-pro- 
ducts of their factories to the producers of war 
material at present. In other words — I think I am 
right in saying it, but perhaps I ought to be advised 
on this — the normal municipal gas works is not 
supplying any large portion of its spare products to 
explosive manufacturers, and I am not quite certain 
of this, but I think that the soap works are not 
normally supplying their by-products in peace time. 
It is only when the emergency of war demands it 
that there is this increase in production. 

Sir 'William Jowitt : I am told you are quite 
wrong. 

Lord Marley ; Let me then stand corrected. 
Sir John, in this. May I ask Mr. Bernal to put 
you right? 

1167. Chairman ; We will give you a moment or 
two for reconsideration. 

Mr. J. D. Bernal, M.A., recalled. 

Mr. Bernal: Well, Sir John, as far as this 
last point is concerned, just to get it clear, one of 
the main bases of course for explosives is glycer- 
ine, and of course all the glycerine does come 
from the soap works. All the glycerine needed for 
explosives used in peace time, to the extent of some 
hundreds of thousands of pounds a year, comes from 
the soap works, and in the same way suppliers of 
the other by-products which are the basis of explo- 
sives, picric acid, trinitrotoluol, and so forth, are 
the gas works, and they all come from gas works 
in peace time; and of course there are much greater 
demands in war time. 

1168. Sir Philip Gibbs : Are they under government 
control in peace time at all? 

Mr. Bernal : Neither of those are under control 
in the sense of actual control of operation, but the 
government has a control first of all over all patents, 
that is, they have the right, as Lord Marley pointed 
out, of having a prior use of all patents connected 
with the chemical industry, and also I believe there 
have been arrangements made by which chemical 
factories are transformable to war purposes. I can- 
not say anything about the nature of those arrange- 
ments; the Commission of course could find those 
out. 

1169. Sir Thomas Allen : There would be no need to 
control soap works, either in peace or war time, 
in order to get the glycerine, would there? 

Lord Marley : I think you would have to con- 
trol them in war time. 

* Appendix, p. 189. 


1170. Sir Thomas Allen: Not necessarily in war time 
because in war time the only object of controlling the 
soap works would be to produce more soap to pro- 
duce more glycerine; but the government can pro- 
duce glycerine at any time without controlling the 
soap works. 

Lord Marley: And of course there is the ques- 
tion of price. We have got to protect the nation. 

1171. iSir Thomas .Allen: The price would naturally 
have to go up if you produced more soap than was 
required in order to get glycerine. 

Professor Gidteridge : But surely it is JJot 
necessary to produce soap in order to get glycerine. 
I myself produced glycerine during the war from dead 
mules and all sorts of things. 

Lord Marley : I am afraid I am not an expert 
on that. 

Might I just refer for one moment to the gas 
companies. I think it is important to realise that 
the by-products of these companies— I think I am 
right in this — are disposed of purely on a commer- 
sial basis. There is no control at all at the present 
moment. They sell these by-products to whoever 
buys them, and there is no control, and I do not 
think the government has any special rights over 
them, har the patents mentioned by Mr. Bernal. 
It is simply an ordinary commercial basis. 

1172. Chairman: On the eleventh page of Chapter 3 

of Part IV, t at the bottom right-hand column, it 
says : “ The safety of the industry does there- 

fore depend upon a wide control of many pro- 
cesses, in order to minimise the effects of such 
reactions, and the more effective the organisational 
control is, both in management and in sales agree- 
ments with ancillary industries, the more stable 
it will become. This survey brings out clearly the 
fact that the lethal substances and the explosives 
section of the industry can, with the exception of 
the type of product mentioned, ....’’ I want to 
know what are the types of products mentioned. 
I cannot trace anything which would enable me to 
identify those exceptions. 

Mr. Bernal : .... “ the exception to the typo 
of products mentioned ” refers, I think, mainly to 
chlorine and phosgene, which are commercial pro- 
ducts, and can also be poison gases. They need 
special treatment. 

1173. Chairman : There is one more passage I want 
an explanation of, please. It is on the 6th page 
of Part VIII, J in the middle of the bottom left 
hand paragraph on that page: “The technical dic- 
cussion given leaves no doubt that we can separate 
these sections” — ^that means that armament section 
by itself — “However, we are of opinion that the 
complete nationalisation of the iron and steel in- 
dustry is the only valid method ” — I siippose “valid” 
there means effective? 

Lord Marley: I suppose so, yes. 

1174. Chairman: However, it does not very much 
matter — . . . . “ the only valid method of approach, 
because even if the armament section is nationalised, 
the position might arise in which this section deal- 
ing in highly specialised products would be under 
the control of a complete iron and steel trust which 
would be suppliers of the fundamental material 
for such products ”. That is only again emphasising 
that you must have control of the material products 
in order to make your nationalisation of the arma- 
ment industry effective? 

Lord Marley : Yes. It is bringing out a pos- 
sible difficulty which must be borne in mind in the 
recommendations which are made. 

1175. Chairman: Very well, thank you. I am afraid 
I have been very troublesome, but I wanted to under- 
stand exactly what the position was. 

Lord Marley : With regard to that last ques- 
tion, if you will turn to the continuation of that 
paragraph from which you quoted, you will see that 
we then deal with that particular difficulty which 
we mention. It begins : “The type of control sug- 
gested must be safeguarded against such a state 

t Appendix, p. 191. J Appendix, p. 210. 
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of affairs. This could be achieved ...” and so on. 

1176. Dame Bacliel Crowdy : Lord Marley, Sir 
William Jowitt yesterday presented some proposals 
in connection with the licensing system. They are 
referred to in Part VII of your printed statement, 
and again at the end of the statement. Does the 
Union of Democratic Control not feel that most ot 
those proposals, the major part of them, anyhow, are 
included in the American draft convention which is 
being discussed at Geneva? I have been very in- 
terested in the presentation of your case yesterday 
to find how little reference has been made either te 
the American draft convention or -to any of tlie 
proposals that are being put forward m Geneva 
by the various governments and by the League staff 
itself during the last few years. I should like to 
ask whether, in the opinion of the Union of Demo- 
cratic Control, if that American draft convention 
were accepted by the majority of the countries that 
matter, and if military aircraft as defined under 
the convention were controlled, a very large number 
of the difficulties we are discussing here today would 

not be put an end to? n i 

Sir WUliam Jowitt-. I think. Dame Rachel, 
there is no doubt that the Union would say that it 
the American draft convention were adopted in its 
integrity we should consider that a very great stride 
forward would have been made — ^^a very great stride. 

1177. Dame Eachel Crowdy: And the Union would 
support the Government in that action P 

Sir William Jowitt: Yes; and we very much 
hope that as a result of this evidence before this 
Royal Commission, if nothing more, the British 
Government may reconsider the attitude they took 
with regard to those proposals. 

1178. Dame Bachel Crowdy: I could not find in your 
Statement of Evidence itself, or hear yesterday, that 
you defined military aircraft in any way. Have you 
in your own mind a definition, or do you accept the 
definition in Category HI of the American draft 
convention? It is really most important, and was 
one of the most interesting discussions at Geneva. It 
affects the whole question of whether civil aircraft 
can be converted into military aircraft during a war. 

Sir William Jowitt: I do not think there is 
any better definition that I can think of, or better 
scheme of separation than that indicated m the 
American proposals. 

1179. Dame Bachel Crowdy. May I just read the 
definition as it is here? It is very short. It says 
“ Air Armaments ” — that is one of the categories 
which would be controlled under the convention— 

” 1 Aircraft, assembled or dismantled, both heavier 
than and lighter than air, which by reason of their 
design or construction are adapted or intended either 
for military or naval reconnaissance, or for aerial 
combat by the use of machine guns or artillery, or for 
the carrying and dropping of bombs, or which are 
equipped with or prepared for any of the arms 
or ajipliances referred to in paragraph 2 below. 

2. Special guns and machine guns for aircratt, 
and their gun mounts and frames. Bomb racks and 
torpedo carriers, and bomb or torpedo release mech- 
anisms.” .. , p ... „ 

Lord Marley: That is a very wide definition. 

There are very few aircraft whidh would not come 
under that. 

1180 Dame Bachel Crowdy: Is that accepted by your 
organisation? Are you to be understood when you 
speak of military aircraft as roughly meaning thaU 

Lord Marley : If you rely on that definition to 
cover military aircraft we shall be satisfi^. 

Mr. McKinnon Wood: Might I add that that 
would go a very long way but I think it is Possibje 
for absolutely civil aircraft to be used for highly 
offensive military purposes. 

1181. Dame Bachel Crowdy: Not for fighting pur- 
poses but for use as bombing aeroplanes? 

Mr. McKinnon Wood : Yes, not for aerial fight- 
ing but for attacking a city and bombing_ indis- 
criminately, with explosive bombs and poisonous 


gases. For that purpose even a small aeroplane is 
quite useful. 

1182. Dame Bachel Crowdy : They are easily converts 
ible? 

Mr. McKinnon Wood : That can be done even 
without conversion. 

Lord Marley: That definition covers that I 

think. 

1183. Sir Kenneth Lee: In order to get it on the 
record could Lord Marley teU us the membership of 
the Union of Democratic Control? 

Lord Marley: The number of members? 

1184. Sir Kenneth Lee : Yes. 

Lord Marley : I am afraid that at the present 
moment, without going through our files, it would 
be impossible to say. We could send you a letter 
giving that information. 

1185. Sir Kenneth Lee: Approximately; I do not 
mean exactly. 

Lord Marley: That letter will be sent. We can 
give you then the exact figures and we shall give you 
the membership of Committee and all the rest^ of it. 
1188. Sir Kenneth Lee : I was only wanting a 

general figure. 

Lord Marley: We would rather not give a 
figure without looking at our index. 

1187. Mr. Spender: Since expenditure is rather an 
important point in this matter, could you answer 
one question? Do you propose to compensate the 
owners of shares in munition concerns in the event 
of nationalisation or taking over? 

Lord Marley: That would be a matter for the 
government dealing with the problem to decide. We 
cannot say in advance what policy a government 
which nationalises an industry would adopt. 

1188. Mr. Spender : It is rather important for us to 
have some kind of knowledge of what is proposed by 
people advocating these changes. 

Lord Marley : We are not proposing to be the 

government. , xi, j. 

1189. Mr. Spender : We have had an answer to that 
question from the Independent Labour Party. Mr. 
Fenner Brockway said he did not propose to com- 
pensate beyond giving a “ dole ” to distressed share- 
holders. Is that the view of your Union? 

Lord Marley : That is the reason why I brought 
out a few minutes ago that we are not a political 
bodv. We do not pretend to have a political solu- 
tion for all our problems. We believe this, that 
nationalisation as far as it can go is advisable and 
necessary but we believe that if the government of 
to-day had the comnionsense to adopt our proposals 
they would have enough commonsense to work out 
tho details under which they would nationalise. 

1190. Mr. Spender: I suggest to you that “ common- 
sense ” would depend not a little on the amount of 
money which would have to be expended. 

Lord Marley : That would be a matter for the 

liguTr.'^ Spender: You are not prepared to offer 

anv advice? , . . 

Lord Marley : It would be no good my giving 

vou mv individual opinion. , „ . . , x 

1192. Mr. Spender : The opinion of the Union is what 

I mean.^^^ Marley: The Union is not a political 

1193. Mr. Spender: It has no views on that sub jwt? 
Jjord Marley: It may have views but it does 

not express them in connection with these principles, 
because we know that there may be quite a number 
of solutions. We might have a National Govern- 
ment or a Conservative Government, or Mr. Lloyd 
Geoige might come back, or Mr. Harry Pollit or 

1194 Mr. Spender : But you put forward a very com 
orehensive scheme of change, of which one of the 
material factors must be expenditure, and you say 
you do not advise us on the amount of expenditure 
Ihich may be incurred and in which compensation 
is a very material factor. 
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Lord Marley : I may say that we have very 
great reliance on the Royal Commission and we 
are perfectly certain that if they feel that a broad 
scheme of nationalisation is desirable they will be 
able to devise the type or the method of compen- 
sation, if any. . . . 

1195. Mr. Spender: If any.? 

Lord Marley : Yes — which should be applied. 

1196. Mr . Spender : I cannot take it further than 
that, but I should like just to ask you about one 
more point. You speak somewhere of the impor- 
tance in this matter of the pressure of opinion 
which is brought to bear on governments. You tell 
us somewhere in your evidence about “those who 
make a living by the manufacture of armaments ”. 
Would that pressure be likely to be altered if gov- 
ernments had the monopoly in the manufacture of 
armaments, because the number of those who make 
a^ living at it would not be substantially altered ? 
You say in one part of your evidence that 170,000 
people are employed in the chemical industries, and, 
of course, there would be an immense number em- 
ployed in iron and steel and the subsidiary inter- 
ests and in the dockyards. Do not you imagine 
that the pressure might only be transferred from 
one set of people to another set of people? 

Lord Marley: In that connection I happen to 
have some personal experience, by reason of the 
fact that I have fought constituencies including 
Royal Dockyards, and I was Secretai-y of the 
National Committee on Royal Dockyards — the politi- 
cal committee — -and my experience was that in the 
great dockyard centres, Plymouth and Devonport, 
Portsmouth, and Chatham, Sheerness and Woolwich, 
in those dockyard and arsenal centres, the workers, 
whose whole life was bound up with the prosperity 
of the firms in which they had invested their lives, 
were the very people who opposed war, and who 
demanded a pacifio policy on the part of the govern- 
ment. 

1197 . Mr. Spender : I quite follow that ; but at the 
same time it is not always easy in electioneering 
to put two and two together. My own experience 
and I have had some, and have seen dockyard 
constituencies as well as others — has been that there 
has been great pressure on the members for dock- 
yard constituencies to keep the estimates high for 
the construction of the particular armaments that 
are being made in the dockyard. 

Lord Marley: That is not my experience. 

The pressure that I came across during a good 
many years experience in this connection was much 
more of pressure to demand that the allocation of 
orders for new material, orders for repairs, and 
orders for spares, should be reasonably divided be- 
tween the Royal yards and the private yards ; and 
the Royal yards, very naturally, put forward this 
factor, that if the production allocated to the Royal 
yards were diminished, it would mean high over- 
head expenses when they were not being utilised 
to the full, and in consequence it would be made to 
appear that the public yards cost more to produce 
a given article than did the private yards. That 
was the pressure that was brought; it was on the 
lines of efiBciency. 

1198. Mr. Spender : It would take that form, that 
“ a proportion should be allotted to us ”? 

Lord Marley: Yes; and I may say — and I 
want to emphasise this and am glad you asked 
this question — that my experience was that the 
feeling amongst those people was to oppose high 
estimates, and that feeling was very strongly voiced 
in the dockyard towns. It was a very remarkable 
phenomenon. 

1199. Mr. Spender : That is, in the perfectly general 
terms in which peace resolutions are naturally and 
rightly put forward; but I would just ask you to 
consider that we have had specific instances to the 
contrary of what you are suggesting, and that great 
pressure was brought to bear, I remember, on the 
Labour Government to build five cruisers. That 


is an example of a great deal of the sort of pressure 
that goes on. 

Lord Marley : You are referring to 1924 ? 

1200. Mr. Spender : Yes. 

Lord Marley : I was fighting a division then 
in the immediate neighbourhood of Portsmouth. I 
spoke at a good many meetings in Portsmouth at 
that time, and my own experience W'as that when 
I opposed high estimates for the services I got a 
very widespread body of suipport behind me among 
the dockyard workers. 

_ Mr. Spender: I should not question that, but 
I simply suggest a particular experience to slmv how 
great the pressure was now it has been brought home 
to all of us who have been concerned in these 
matters. 

1201. Sir Philip Gibhs: Are you familiar at all, 
Lord Marley, with the functioning of the Ministry 
of Munitions during the Warp 

Lord Marley : I am afraid I was only a user 
of the products. 

1202. Sir Philip Gibhs: For instance, did you read 
Dr. Addison’s evidence and the statement he put 
in before this Commission? 

Lord Marley : I read a summary of it. I am 
afraid I did not read every word. 

1203. Sir Philip Gibbs: I was wondering, for 

instance whether you would agree that during the 
"V\ ar the Ministry of Munitions did actually exer- 
cise a control not only over the manufacture of 
arms and explosives but also over the raw materials 
which were necessary. 

Lord Marley: I am afraid I have not got the 
technical knowledge to say about that. 

1204. Sir Philip Gibbs: It was rather in favour of 
your argument as a matter of fact; but I think we 
have got all we .wanted from Dr. Addison, and 
that is that the Ministry of Munitions did actually 
control the sources of supply of steel for guns and 
poison gas and so forth. 

Lord Marley: Yes, I understood that, but I 
did not know it of my own knowledge. 

Sir Philip Gibbs : Therefore I was going to 
ask you whether you would say that such a thing 
could happen in peace time as well as during war. 

1 was wanting your views on the subject. Of 
course, we think that there should be no difference 
in peace and war in obtaining the maximum effici- 
ency in every direction. If a thing is necessary in 
war we cannot see .why it should not be necessary 
in peace. 

1205. Professor Guiteridge : I am not quite sure that 
I followed one thing about this. You were refer- 
a-ing to a service between New York anjd Los 
Angeles. That is a private enterprise, is it not? 

Lord Marley : Purely. 

1206. Professor Guiteridge : How does that help 

your argument? 

Lord Marley: The point is, it is subsidised by 
the American Government. 

1207. Professor Guiteridge: But it is carried out by 
private people? 

Lord Marley: Yes, but only because they get 
an enormous material subsidy from the United 
States Government, or did up till quite recently. 

1208. Professor Guiteridge : In other words, if that 
is so, what we ought to do is that our Government 
ought to subsidise commercial aeroplanes? 

Lord Marley: I would not be against it, so 
long as we were getting value for it. 

1209. Professor Guiteridge : I wanted to see what 
was in your mind, that is all. 

Lord Marley : What is in my mind is that in 
this country commercial flying has been allowed to 
droip so far behind the state of affairs that obtains 
in other parts of the iworld because it has been left 
entirely to uncontrolled private enterprise, and that 
commercial flying is about 20 per cent, of all our 
aeroplane production in this country. And we 
believe that the other 80 per cent, has been allowed 
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to get equally behind; and in the national interest, 
if you have got to have air forces, we believe they 
should be efiSoient. 

1210. Professor Gutteridge : But there is no need to 
nationalise it, surely, for that purpose. The Ameri- 
cans have not done it. Why should we do it.P I 
merely make that observation, because everything 
depends, does it not, on whether we come to the 
conclusion that state enterprise or private enter- 
prise is the more efficient? 

Lord Marley : But of course you have to 

remember that while we have left it as it is in this 
country, W'e are behindhand, and yon have to 
remember that in the United States there arose, 
as a result of this system of subsidy, some of the 
most extraordinary scandals in connection with the 
inflation of shares and the mail subsidies which the 
world has known. 

1211. Professor Gutteridge-. Yes, I remember the 
incidents to which you refer. 

Lord Marley: That corruption is the sort of 
thing that we are against. You may get enormous 
expenditure of public money, and you may get an 
efficient force, and j’ou may get terrible corruption. 
You may get no expenditure of public money, an 
inefficient force, and no corruption. But if you 
want efficient aeroplanes and no corruption, you 
have got to nationalise your industry. 

1212. Professor Gutteridge : The only point that I 
wanted to get at was that it seems to me that the 
point you made about the American aircraft applies 
equally to the private control of the industry? 

Lord Marley: I say that under nationalisa- 
tion you would get your efficient planes without the 
corruption. 

Professor Gutteridge : Yes, that is the issue. 

Chairman: Thank you, Lord Marley. I think 
that is all we wanted to ask. 

1213. Sir William Jowitt: There was some question 
w^hich Sir Philip asked about the figures of exports 
of explosives. I think I promised to try to get 
the figures. I gave the figure of £1,200,000 as 
the total export according to the Answer in the 
House of Commons. I have not myself seen the 
build-up of that figure. It would be very easy for 
you to get that from the Government Department 
concerned. Mr. Bernal has been looking into the 
League of Nations publications for the year 1934. 
I quoted the year 1934, and it seems a little diffi- 
cult to reconcile those figures with the Government’s 
Answer. 


Mr. Bernal: The actual figures given in the 
League of Nations 1934 Report on the Arms Trade 
relate to 1932. Perhaps I might be permitted to 
forward some statistics to the Commission bearing on 
the point. 

I might say, .with regard to an answer to another 
question as to what countries were capable of pr<> 
viding explosives and chemicals for warfare, it 
turns out that the actual number providing them 
in any serious quantity is very small. There are 
only six countries in all that provide any substantial 
quantity of those. By far the largest is the United 
Kingdom, then the United States, France, Sweden, 
and Belgium. Germany of course is not allowed 
under the Treaty of Versailles— I am basing myself 

on the League of Nations figures 

1214. Professor Gutteridge: Is that why you ex- 
clude Russia, too ? 

Mr. Bernal : Russia does not export them. 

1 am only dealing with exports. Then if rve take 
Japan, the export there we know has been con- 
siderably increased in the last two or three years; 
and we can certainly add Russia to that list, and 
then I think we have the only countries which are 
capable of producing explosives or chemicals on a 
large scale. There is a list of roughly forty coun- 
tries which produce no explosives at rdl for export. 
That includes the whole df Central and &out)h 
America, and also several of the smaller European 
countries. 

Sir William Jowitt : I am going to forward to 
the Commission letters dealing with two topics. 
One is our view as to the extent to which this high- 
class armament steel is used, apart from its funda- 
mental use for armaments. If I can get you any 
information about that I will. The other is as to 
the question of the composition of the Union for 
wffiich I am appearing. Of course, it falls under 
two heads: there are the individual members, and 
it is also a union of affiliated societies. For 
instance, the Royal Arsenal Co-operative Society, 
with 320,000 members, is affiliated to this Union, 
and other bodies of a like sort; but we wRl get you 
the precise figures and let you know. Thank you 
very much, Sir John. 

1215. Chairman: Then we shall adjourn now. We 
do not propose to sit again for some considerable 
time : the holidays are intervening. 

Lord Marley : Perhaps I might take the 

opportunity on behalf of the Union of Democratic 
Control of thanking you and the other members 
of the Royal Commission for the patience they have 
shown in hearing the rather voluminous and tech- 
nical evidence we have submitted. 


Adjourned. 
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STATEMENT OF EVIDENCE SUBMITTED BY THE UNION OF 

DEMOCRATIC CONTROL 


PART I 

Terms of Reference 


The appointment of the Royal Commission on 
the Private Manufacture of and Trading in Arms 
has been made at an opportune moment, at the 
commencement of the greatest race in arms the 
■world has known. It has an opportunity of advis- 
ing the Government to take over the manufacture 
of and trading in weapons of war, thereby removing 
one of the powerful incentives to war preparations, 

i.e. the enormous profits made by the private manu- 
facture of arms. The Union of Democratic Control 
at the outset would like to refer to the terms of 
reference for preliminary consideration. 

Personnel. 

The Prime Minister on 3rd May, 1936, stated, in 
reply to a question in the House of Commons : — 

“ There are no assessors or technical advisers 
at present attached to the Royal Commission. If 
the Commission desire such assistance, they will 
no doubt ask for it.” 

The Union of Democratic Control believes that it 
is essential to enlist the services of such experts. 
The case which they are putting forward has been 
compiled mainly by experts on various aspects of the 
industry, and technical advice will be essential for 
an adequate study of the problems which are in- 
volved. This is equally, if not more, the case with 
the evidence which, it is understood, will be given 
by the armament firms and by representatives of 
the relevant Government Departments. 

For this reason the Union of Democratic Control 
suggests that the Commission should ask for this 
expert assistance for the purpose of examining the 
documents, books and factories of the privately 
owned arms and munitions industry. It is con- 
sidered that Government Officials, e.g. Board of 
Trade Surveyors and Factory Inspectors would be 
among those who could provide this assistance. 

Documents. 

The armament firms and Government Departments 
in this country have had ample warning, and the 
Union of Democratic Control suggests that full ad- 
vantage be taken of the terms of reference con- 
cerning documents. 

The terms of reference on this point state: — 

“ We do by these Presents give and grant unto 
you, or any three or more of you, full power 
to call before you such persons as you shall judge 
likely to afford you any information upon the 
subject of this Our Commission; to call for in- 
formation in writing; and also to call for, have 
access to and examine all such books, documents, 
registers and records as may afford you the fullest 
information on the subject, and to enquire of 
and concerning the premises by all other lawful 
ways and means whatsoever.” 

The Commission will recognise that the Union of 
Democratic Control are not in a position to give 
detailed lists of all relevant documents but suggest 
that the Commission can obtain from the parties 
concerned a full disclosure of such documents. The 
Union of Democratic Control are however able to 
suggest to the Commission a few instances of the 
kind of documents for which inquiries ought to be 
made. These instances by no means exhaust the 
many descriptions which could be given of relevant 
documents. The type of information may be 
summarised as follows: — 


1. A complete list of arms and munitions factories 

abroad owned and controlled by British firms. 

(а) Their production and organisation. 

(б) Their relations, if any, with government of 
country where situated, e.g., Resitza firm of 
Roumania, of which Vickers hold 27 per cent, of 
shares, and the Roumanian Government 60 per 
cent. 

(c) Costs for representative arms and munitions 
supplied to foreign countries. 

(d) Books showing production, and in the case of 
export the amount and destination, of arms and 
munitions made by factories abroad. 

2. Financial transactions with Foreign Governments. 

(a) A list of loans and their conditions with 
which armament firms were associated, e.g., 
Vickers and the Chinese loan. 

3. Documents showing the method of distributing 

contracts by the British Government. 

4. Information on licensing system. 

(a) Pull list of licences granted with names of 
firms and arms or munitions exported. 

. (b) Full list of licences refused. By whom de- 

manded, and reason for refusal. 

(c) Correspondence of armament firms with the 
Government Departments concerned, i.e.. Foreign 
Office, Board of Trade, Admiralty, War Office and 
Air Ministry re export trade. 

5. British Officials abroad. 

(a) Consular reports re imports of British arms 
and munitions by country in which they are 
situated. 

(b) Consular reports of exports of arms and 
munitions by foreign factories of British firms. 

6. Organisation of existing State Arsenals and Dock- 

yards. 

(a) Their present capacity. 

(b) Their caipacity for expansion. 

(c) Their methods of costing. 

7. Officials of Armament Firms. 

Agreements with leading officials, e.g., between 
Vickers Ltd., and Sir Basil Zaharoff and with 
Sir Charles Craven relating to military sales. 

8. Press Departments. 

Correspondence of the Press Departments of the 
main armament firms, especially of Vickers Ltd. 
and I.C.I. Ltd. 

9. Vickers and Krupps. 

Agreements between Vickers and Krupps re- 
lating to the use of patents during the War. 

10. Subsidies from Government Departments. 

Any arrangements with firms in lieu of a sub- 
sidy by which the firms receive the monetary effect 
of a subsidy, e.g., by the arrangement of a price 
which, over a period, includes what would be 
the amount of the subsidy for that period. 

11. Accounts. 

The ai-mour plate control accounts of English 
Steel Corporation, Beardmore and Firth Brown 
with explanatory notes as to how the figures enter- 
ing those accounts have been built up. 
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12. Costings. 

The original cost sheets — 

(a) for armament production and prices 
charged to the Govermnent; 

(h) showing how costs are made for armament 
work and for commercial work. 

13. Entertaining Expenses. 

Accounts of Abbey House, Barrow, and of such 
places as tho Inspector’s Dining Booms at Sheffield. 

TFifnesses. 

It is essential that the Royal Commission, assisted 
by experts, should hear witnesses representing every 
sphere of the industry, both on its manufacturing 
and on its trading sides. Further, witnesses should 
be called from the Foreign Office, the Board of 
Trade, the War Office, Admiralty, Air Ministry and 
Treasury. 

Again, in order to assist the Commission, the Union 
of Democratic Control has compiled the following list 
of people who, it is suggested, could give indispen- 
sable information on one or another aspect of 
manufacture and trade. 

List oj Witnesses. 

Vickers. 

Mr. Reid Young (Secretary of Vickers Ltd.). 

Sir Charles Craven. 

Sir Basil Zaharoff. 

Lieut.-Commander Cummings. 

Mr. Douglas Vickers. 

Sir Mark Webster Jcnkinson. 

Mr. Caillard. 

Mr. A. Dunbar (Commercial Manager, English 
Steel Corporation. Formerly Commercial 
Manager at Elswick Works). 

Sir J. A. Cooper. 

Captain Whyham (Gun mounting overseer at 
Barrow Works). 

Sir Otto Niemeyer. 

Mr. Horsman Bailey (Solicitor in London Office, 
Vickers, Ltd.). 

Rear-Admiral Patterson (Special Director, English 
Steel Corporation). 

Mr. W. L. Hichens (Cammell Lairds and English 
Steel Corporation). 

Imperial Chemical Industries. 

Sir Harry McGowan. 

Mr. H. J. MitcheU. 

Colonel W. N. Taylor. 

Messrs. John lirown & Co. Ltd. 

Sir Holberry Mensforth. 

Admiral Sir Reginald Baoon. 


Armstrong Siddeley Development Co. 

Air Marshall Sir John F. A. Higgins. 

Mr. Green (late Royal Aeronautical Establish- 
ment). 

Fairey Aviation Co. 

Mr. Charles Fairey. 

Government Departments. 

(1) Inspectors of Admiralty, War Office and Air 
Ministry. 

(2) Government auditors. 

Places. 

The terms of reference of the Commission 
state ; — 

“ And We do by these Presents authorise and 
empower you, or any of you, to visit and per- 
sonally inspect such places as you may deem it 
expedient so to inspect for the more effectual 
carrying out of the purposes aforesaid.” 

It is suggested that the Commission, accompanied 
by technical advisers, should visit the main arma- 
ment producing factories. Partioular attention 
should be paid to the heavy armament industry and 
to that of aircraft. 

In view of the arguments generally put forward 
by the armament manufacturers that their works 
are efficient, modernised and capable of rapid ex- 
pansion, it is suggested that the Commission with 
one or more of their experts, inspect the Cyclops 
works of the English Steel Corporation, a subsidiary 
of Messrs. Vickers- Armstrongs and Messrs. Cammell 
Laird. These works are exclusively devoted to the 
production of armour plate and bullet proof plate, 
and are, we have reason to believe, typical of the 
heavy armament shops. It is suggested that the 
Commission note particularly the ago and condition 
of the machines, overhead cranes and furnaces and 
that they make inquiries as to whether these works 
are now in an efficient condition, and if efficient for 
how long they have been in this condition. 

The Union of Democratic Control is, of course, 
not in a position to know many of the facts which 
the Commission will no doubt desire to obtain and 
tbe case presented by the Union of Democratic Con- 
trol is concerned to assist the Commission by putting 
forward such facts and suggestions as they can, feel- 
ing sure that the Commission will appreciate the 
inherent difficulties of presenting a complete case in 
the absence of many of the material facts and docu- 
ments. Nevertheless the Union of Democratic Con- 
trol are satisfied that the case which they put for- 
ward is supported by the material in their possession 
and that further disclosure of facts and documents 
will serve still further to support that case. 


PART II 

The Special Nature of the Armaments Industry 


The Union of Democratic Control has never main- 
tained that the private manufacture of arms by it- 
self is the cause of wars. But the influence of the 
armament maniifacturers in the years leading up 
to the war of 1914-1918 is now too well known to 
require elaiboration. International ‘affairs to-day 
bear a strong resemblance to that of the period 
immediately preceding the last war. The activities of 
the armament manufacturers are not only the ex- 
pression of a deepening war situation, but thej 
heighten the tempo of war preparations. The arma- 
ments race has begun. The i^re-war race in naval 
armaments has its parallel to-day in the aircratt 
race. The situation is ripe for exploitation by 
those whose vested interests are in war and in war 
preparations. 

The existence of the private industry in arras 
and munitions has created an enormous vested 
interest in war, in preparations for war, and in the 
state of international tension in which war is 
accepted as probable, if not inevitable. The finan- 
cial aspect of the armament industries will be 


described. Here it should be noted that it would 
be impossible, without access to the books of the 
industry, to make an approximate estimate of the 
capital involved on which profits have to be made 
in the interests of the shareholders. Even with 
access to such books there is the problem of divi- 
sion of capital in certain firms such as Vickers Ltd., 
into that which might reasonably be called armament 
capital and that which is used in non-armament 
work. 

Nevertheless, it is hoped that the Royal Commis- 
sion, on the basis of the documentary evidence they 
may have obtained at our suggestion from tlie 
industry, will consider this aspect of the problem, 
i.e., the enormous vested interest in the private 
manufacture of arms and munitions of war, and 
in those firms, covering a wide area of British 
industry, concerned with the raw materials of the 
armaments industry. 

A. survey of the shareholders lists at Somerset 
House shows that the entire capital awning section 
of the community is represented. All have an 
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interest in increased profits and increased profits 
can only come from the preparations for ivar or 
from Tvar itself. This is one of the more undesirable 
features of the private manufacture of arms and 
munitions. 

The most important category is the international 
armament makers, whose wealth and influence is in- 
calculable. The second category consists of thousands 
of people in all ranks of life who, as lesser share- 
holders, play no part in policy, but benefit by the 
sale of arms. 

All, however, draw their profits from the manu- 
facture of and trade in arms, the profits of which 
run into an immense sum every year. During the 
period of the Disarmament Conference such profits 
have enormously increased particularly in aircraft 
companies and the present programmes of the 
National Government will lead to a continuation 
and further increase in such profits. 

It may be argued that under the present economic 
system the investment of capital for the purpose of 
earning profits is a normal procedure. But some 
differentiation must be made between the arms 
industry and those industries which produce goods 
of commercial value. It may be useful to point 
out the fundamental differences between the causes 
of a demand for armaments and that for other 
commodities. 

If a manufacturer wishes to extend the sale of 
his wares, both in this country and abroad, he 
advertises, tries to supply a better or cheaper 
article than his rivals, and generally tries to per- 
suade possible consumers that they will get more 
value in use from their purchases than the money 
they will expend on them. The amount of the sales 


which he can effect in this way depends partly upon 
the wealth of such consumers, partly upon his suc- 
cess in creating the opinion that it is important 
for or useful to the consumer to possess the article. 
But the demand for armaments differs in several 
respects from the demand for ordinary commodities. 

1. A manufacturer of commercial goods who in- 
creases his sales in a foreign country does not, by 
so doing, increase his home demand; in the case 
of armaments he does. If an English firm builds 
destroyers and submarines for a foreign government 
this tends to lead to a demand for an increase in 
the British Navy. 

2. A foreign manufacturer who increases sales in 
his own country, does not by so doing increase the 
demand for the commodity in our country, but in 
the case of armaments he does. If Krupps can per- 
suade Germany to order more artillery, this leads to 
a demand for more artillery in England. 

3. In the case of armaments the consumer is the 
state and has great wealth or resources ; thus if the 
state can be persuaded that armaments are neces- 
sary, they will be bought whatever the cost. But 
however necessary commercial goods may be, a maker 
cannot increase his sales among the poor. 

4. In the case of armaments the consumer is the 
state and the usual methods of advertising are not 
efficacious; they can, however, be replaced by the 
interested parties working up a patriotic agitation. 
Lord Snowden’s speech on the Naval Estimates in 
1914 made Members of Parliament aware of the 
way in which the scare of I9D9 was managed. 

Thus, whereas the interests of ordinary men lie 
in peace and security, the interests of those who 
live by the sale of arms and materials of war lie in 
fear, insecurity and ultimately, in war. 


PART III 

The Financial Aspects of the Armament Industry 


It will be essential to discuss the financial aspects 
of the arms industry which is characteristic of and a 
strategic part of the present economic system. 

Superficial simplicity. 

The financial aspects of the armaments industries 
present an exterior which is superficially simple. 
There are a relatively small number of firms which 
claim to manufacture armaments, the great majo- 
rity of them in conjunction with civil production. 
These firms present the familiar facets of the finances 
of capitalist industry. There are balance sheets 
of varying strengths, and profit and loss accounts, 
showing figures which, as a whole, are of amazing 
moderation. At the general meetings reference is 
usually made to the duty which the firm in question 
renders to the country for the production of weapons 
for the defence forces, and these references are 
frequently accompanied by complaints concerning 
the heavy competition to which the company is sub- 
jected both at home and abroad. Relations with the 
Admiralty, the Air Ministry or the War Office, as 
the case may be, remain like the relations with 
Foreign Po.wers in the King’s Speech — friendly. 

A careful study of the financial aspects of the 
armaments industry reveals that advantage has been 
taken of every nuance and complication that the 
company laws permit, and that so far from the 
picture being one of the essential simplicity of a 
number of direct manufacturers of goods, we are 
dealing with a complicated arrangements of trusts 
with their subsidiaries, financial and manufacturing, 
their cartels, their interlocking directorates and 
agreements stretched out and embracing a series of 
firms, banks and connections both at home and 
abroad which are largely unsuspected by the public 
at large. 

Ingenious Accountancy. 

It would, of course, be easy to present to the Com- 
mission classified data of the public companies which 
represent the “ facade ” of the industry. Such is 
the ingenuity of the practice of accountancy in this 


country that balance sheets, details of capital, com- 
parative profits, reserves, dividends, etc., covering 
a substantial period of years, aU tabulated, can 
be presented to prove the innocence of the arma- 
ment industry. Eloquent graphs could be drawn up 
to show the amazing rises in the values of armament 
shares at periods of public anxiety. The sensitivity 
of the Stock Exchange markets at the present time 
is an excellent example of this and the ruling prices 
of such shares as Rolls-Royce, Hawker, Eairey and 
Vickers might well be compared with the prices of 
the same shares two months back. But in truth 
these graphs would prove little but the intelligence 
of stock market speculators, while the corresponding 
falls in share values following the publication of 
pacific announcements by well-known statesmen are 
merely stigmata of bad news received by any 
market. 

There is a class of speculative investor which 
regards purchases of such armament shares as 
Vickers, Imperial Chemical Industries, Ha^v^ker, etc., 
as legitimate insurances against the dangers accruing 
to peace-time investments during times of war, and 
any losses which may follow on the sale of these 
shares during a peaceful period are regarded as 
legitimate insurance premiums. 

Balance sheets and profit figures are clearly value- 
less when dealing with trusts which are both vertical 
and horizontal. In such cases it is obvious that 
final profit figures and the payment of dividends may 
be sensibly diminished by the retention of substan- 
tial sums of money in the coffers of any one of the 
number of operating subsidiaries. Here the profits 
may be used for the purchase of property, stock or 
investments (frequently of an interlocking nature). 
The profits may promptly be written dawn in the 
subsidiary’s balance sheet to a fantastically low 
figure, and safely hidden from the view of the 
investigator. 

The Transfer of Profits. 

A popular method of transferring profits from 
one subsidiary to another is by the internal sale 
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of raw materials or half completed goods where 
firms like Vickers are linked up with firms producing 
raw or half-finished p>roducts as in the case of the 
English Steel Corporation. The prices are calcu- 
lated in order to show the profits at those points 
desired by the trust concerned, or alternatively at 
rates which are arranged in order to leave sub- 
stantial profit margins during the progress of the 
goods through the trusts. 

For instance nickel could he purchased by High 
Speed Steel Alloys Ltd. in which Vickers, through 
the English Steel Corporation has large holdings. 
High Speed Steel Alloys Ltd. would obtain this 
nickel perhaps through the Steel Manufacturers 
Nickel Syndicate Ltd., controlled by Vickers 
and other armament manufacturers, from Inter- 
national Nickel, a member of the Imperial Chemical 
Industries Group or else from S. A. le Nickel the 
French concern in which Vickers have large invest- 
ments. This nickel is then sold to the English 
Steel Corporation w'ho employ it in the manufacture 
of armament steel which is sold in a semi-finished 
condition to Vickers-Armstrongs, who turn it into the 
finished product. 

A profit is made at each stage of this transaction 
and, in this instance, the Government are not 
favoured with the advantage of a rebate. This 
is concealed from them at the point where the nickel 
in its raw state is sold to the English Steel Cor- 
poration. 

Hence a submarine purchased by the British Gov- 
ernment from Vickers-Armstrongs would represent 
the profit to Vickers-Armstrongs, to the English 
Steel Corporation and to the High Speed Steel 
Alloys Ltd., etc. which are all linked up as part 
of the Vickers group with a number of directors 
common to all who will have fees from each concern. 

Directors’ fees. 

Similarly the heads of the industries are able to 
recoiip themselves by means of expense itemsi drawn 
from the subsidiaries and by managing directors’ 
commissions at each stage in the process of the 
trust. To the public their remuneration appears 
to be only a very moderate director’s fee, and where 
they are also shareholders, the often meagre dividend 
payments which are published in the newspapers. 

Such practices are the ordinary every day methods 
of business organisation, hut our accusations are 
only general and are difficult definitely to 
without the right of cross-examination and the 
sequestration of the account books, ordinary and 
private, of all the companies with their subsidiaries. 

Method of Investigation. 

Faced with these difficulties it is necessary to 
abandon the ordinary methods of investigation and 
to attempt the unpleasant task of stripping from 
the skeleton of the armaments industry its flesh 
and of examining the bones, sinews, tendons and 
nerve centres which lie beneath. Realising that the 
figures could prove little of value in their very 
innocence, it has been decided to expose what are 
the true ramifications of the industry through its 
agencies, shareholders, debenture holders, interlock- 
ing directorships, control of marketing agreements 
and by the utilisation of a mass of miscellaneous 
information which needs registration under the laws 
of the land but which can only be pieced together 
as the result of immense and patient labour. 

For example, it is necessary carefully to examine 
the records of a large number of private companies 
at Somerset House and it should be noted when 
using the Directory of Directors, that a number 
of gentlemen are careless in recording the details 
of some of their affiliations with private companies. 
Closer consideration however often exhibits a 
number of close connections between companies of 
an apparently unsuspicious nature. 

The Shelter of Nominees. 

The task is onerous and there is one difficulty 
which needs special mention. There is a common 
system in the financial world of registering large 
blocks of securities in the names of hanks and 
individuals who are not the owners of the stock in 
question but only the nominees of the actual owners. 


Such registrations, of course, often only indicate 
that the securities in question are being held by 
the bank as security against accommodation granted 
in the ordinary way of business, and in other cases 
the banks may have acquired the securities them- 
selves, although it is sometimes difficult to 
differentiate between banks as owners and banks as 
nominees. But there is sometimes a more sinister 
application of this practice. The registration of 
large shareholdings in nominees’ names may be 
carried out in order to hide from the public at large 
where the real control of the business lies. 

Particular attention should be paid to such in- 
stances as where large blocks of shares may be 
found in the names of one or two gentlemen or 
ladies with a residence in some innocuous suburb 
such as; Mr. Smith, 23, Park Avenue, Tooting; 
where it may be found that although the shares 
are registered in these names, the control is safe- 
guarded by the fact that the certificates of the 
shares, together with blank transfers, signed by the 
nominees, have been lodged with the real owners in 
order to safeguard their position. 

It will frequently be found that a subsidiary may 
be owned jointly by two or three armament manu- 
facturers, the majority shareholdings being in 
nominees’ names, the various companies being only 
recognisable by other affiliations on the part of the 
directors. 

Investigators should also take care to examine the 
implications of “ voting ” shares, a system whereby 
voting control of the company is often vested in a 
very small number of shareholders despite the fact 
that the large percentage of the equity capital rests 
in other hands. 'Outside the armaments industry 
striking examples may be found in such companies as 
J. Lyons & Co., Ltd., Carreras, Ltd., and Marks & 
Spencer, Ltd., and there is reason to believe that this 
commercially useful expedient has often been adapted 
to less innocent purposes in the armaments industry. 

An interesting example of the means by which 
control is hidden is shown in the case of the Broad- 
way Finance & Investment Co. This company was 
originally registered as the Electric Ordnance and 
Accessories Co., but in 1928 it was reorganised and 
practically the entire share capital registered in the 
name of two nominees who were officials of the Anglo- 
International Bank. The directors of the company 
were, however, all nominees of Vickers, though it is 
interesting to note that only in the case of one in- 
dividual (Sir Mark Webster Jenkinson), is the 
director of this company noticed in the Directory of 
Directors. 

The address was 34, Nicholas Lane. Thus anyone 
who saw in the shareholders of another company the 
name of the Broadway Finance & Investment Co. 
would not associate this company with the Vickers 
group. It is perhaps significant to note that recently 
the registered office of the company has been moved 
to Vickers House, 6, Broadway, Westminster, but 
in the return to Somerset House the address is given, 
not as Vickers House, but as 6, Broadway. Paren- 
thetically, it might be observed that the title of the 
firm, the Broadway Finance and Investment Co. is 
derived from the street, the Broadway, Westminster, 
where Vickers offices are situated. 

It may be noted that the unsatisfactory nature of 
concealed nominees and shareholdings has recently 
been realised and was adversely referred to in the 
House of Commons recently by members of all parties 
during the discussion of the commodities scandals. 

Interloching Directorates. 

Another phase of great importance is the influence 
of directors who hold directorships on a number of 
boards. This is particularly significant in the cases 
where directorates are in the armaments industry on 
the one side and the banking world on the other. 

In this memorandum and in the diagram which 
illustrates it,* references are made to the machina- 
tions of a number of financial firms, such as Glyn 
Mills, the Anglo-lnteniational Bank, the Bank of 
Roumania, the Ottoman Bank both in London and 
Paris, and such private banking houses as Kleinwort 
and Dawnay Day and other well-k nown companies. 

* Figure 1. 
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Armament Loans. 

The linking up of the armaments industry and 
finance can also be observed in a study of loans made 
possible on conditions of reciprocity which bring 
profits to the armament firms and certain poverty 
with uncertain security to the countries accepting 
the loan. 

Government Bond issues in fact occur in the scheme 
of armament finance in a quite unexpected manner. 
Thus the £1,803,000 Chinese Government 8 per cent, 
sterling notes 1925-1929 (China-Vickers Loan) were 
issued in 1919 by the Chinese Government to Vickers 
Ltd. in payment of certain aircraft and munitions of 
■war. The details of these notes were communicated 
to Messrs. Vickers Ltd. through the good services 
of the British Minister in Peking and H.M. Foreign 
Office, and on receipt of these notes they were floated 
on the London Stock Market by Messrs. Vickers Ltd. 
so that the armament firm received, by this means, 
payment for their goods in cash. In 1921 Vickers 
Ltd. announced that the service of this loan would 
be paid out of the surplus Chinese salt revenues, but 
objections were raised to these payments by the In- 
ternational Financial Consortium in China with the 
result that no coupons have been paid since June, 
1922, and the bonds are now quoted on the London 
Stock Exchange at less than one-fourteenth of their 
original value. 

Thus, the general investing public were victimised 
and it would seem that the British Government of 
that period were largely to blame in allowing such a 
thing to take place. It is clearly improper that the 
British Government should be used as a method of 
financing the sale of British armaments to foreign 
powers, particularly when the British investor is 
called upon, in the long run, to pay eleven-twelfths 
of the price. 

Financial Aspects of I.C.I. Ltd. 

The attention of the Commission must also be 
drawn to the financial aspects of the munitions 
industry which means, in practice, to I.C.I. Ltd. 
I.C.I. is the principal manufacturer of small arm 
ammunition, of military explosives, of poison gas, 
and of practically all the component parts of chemical 
warfare as well as of many of the component parts 
of “ defence ” against poison gas. 

It will be observed from the Imperial Chemical 
Industries diagrams* that there is a vast number of 
vital link-ups which bring in such names as the 
International Nickel Co., the Castner Kellner Alkali 
Co., Murex, British Dyestuffs, I.C.I. Metals, 
Kynochs, Distillers, du Pont de Nemours (The 
American Chemical combine), I.C.I. Explosives, 
Nobels Explosives, the Sedgwick Gunpowder Co., 
the Finance Corporation of Great Britain and 
America, the General Motors, and finally, the 1.6. 
Farbenindustrie .who are the principal manufacturers 
of chemical warfare materials in Germany. 

Taking into consideration the greater efficiency 
with regard to rationalisation and general operation 
which characterises the I.C.I. group as operated 
in comparison with the Vickers-Armstrong group, it 
may he taken that all the remarks which have been 
made with regard to links, shareholdings and con- 
trols in the Vickers- Armstrongs group will be found 
to apply equally to the I.C.I. group. Obviously the 
members of the Commission will have already made 
themselves familiar with that part of the public 
evidence from the American Senatorial Inquiry on 
the Armaments Industry which deals in such great 
and revealing detail with I.C.I. and more especially 
with its international ramifications and agreements. 

Aircraft Finance. 

Special attention should be paid to the financial 
aspects of the race in aircraft which is an outstand- 
ing feature of the armaments race to-day. Com- 
pared w’ith the trusts which have been sho.wn here- 
tofore, the aviation industry in general provides at 
the moment a fairly simple field of investigation. 

* Figures 2A and 2B. 


In truth the aA^iation industry is at very much the 
same stage as the chemical industry Avas 25 years ago, 
and the heavy armaments industry 50 years ago. 

There are signs to-day of agreements betAveen the 
leading firms such as that betAveen Armstrong- 
Siddeley and HaAvker Aircraft by Avhich the resulting 
company, the HaAvker-Siddeley Co., represents the 
first big military aircraft merger. 

The speculation AA'hich iioaa' marks the shares of 
the public aircraft companies is very similar to the 
speculation Avhich took place in the shares of the 
heavy armaments firms in the great naval race which 
preceded the last war, and since it is obvious that 
a great expansion is about to take place in the 
British Air Force, a large amount of financing Avill 
be required in order to fulfil the contracts which Avill 
bo placed. Thus the aircraft industry is, at this 
moment, entering a stage in an air armaments race 
Avith all the accompanying possibilities of financial 
exploitation by irresponsible and unsocial interests. 

Competition is being unnecessarily sharpened by 
means of the interposition of the company promoter. 
Issues of shares have been made during the past 
six months based on an estimation of inflated profits 
and by the utilisation of a favourable “ Bull 
market these shares have carried to substantial 
premiums. 

The attention of the Commission is draAvn to the 
recent issues of British Aircraft, General Aircraft, 
Airspeed, Phillips & PoAvys, and Parnall Aircraft 
as instances of the essentially undesirable state of 
affairs. 

All aA'iation shares are standing at probably un- 
justifiable levels, the ramp is based upon the expecta- 
tion of government fed demand and it is particu- 
larly appropriate that this moment should have been 
chosen for the appointment of a Royal Commission 
“ to consider and report upon the practicability 
and desirability .... of a prohibition of the 
private manufacture of and trade in arms and muni- 
tions of AA'ar and the institution of a State monopoly 
of such manufacture and trade.” 

IV ith the memory of the part played by the heavy 
armaments industry in the armaments race of 190.5- 
1914 it is the Commission’s good fortune to prevent 
the profit motive from exploiting the present un- 
happy situation in international affairs. 

The Work of the Loyal Commission. 

No member of the Commission can haA'e any doubts 
as to the important influence ■ AA'hich high finance 
has exerted in the sphere of international affairs. 
The inter-connections of high finance and the arma- 
ments industry have already been exposed, but this 
is the fii st time that the unholy triangle of politics, 
arms and finance has been brought into high relief. 
VV'^hilst regretting the intense labour that Avould be 
caused, it must be pointed out that the Commission’s 
labours Avoukl be largely useless unless it ig prep.ared 
to investigate the implications, to the fullest degree, 
of international banking in its relation to arma- 
ments. 

It is not necessary to suggest to the Royal Com- 
mission that they Avill need for this work the assist- 
ance of expert and tru.sted accountants since such 
inA'estigations must go far beyond the books of the 
companies concerned and must include the examina- 
tion of the innermost Avorkings of a number of banks 
and finance houses. VVe AA'ould suggest that such 
action^ should he taken quickly in order to avoid the 
possibility of such firms, banks and finance houses 
hiding or removing from the country vital evidence. 
Already too long a Avarning has been given. It must 
be emphasised that since in the past the corrupting 
influences of the heavy armaments manufacturers 
haA'e been far reaching, it is essential that the Com- 
mission should avail themselves of the services of 
independent accountants in the honesty and accuracy 
of whose work they, and the public at large, can be 
assur^. Only on this basis can the adequate study 
of this problem which is so essential at the present 
time be undertaken by the Royal Commission. 
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PART IV 


The Armaments and Munitions Industry 

INTRODUCTION. 


The Union of Democratic Control has always fully 
realised and admitted the extent and the comxjlexity 
of the problem of the private manufacture of and 
trade in arms. 

It has made a detailed study of this problem 
and wishes to place the results before the 'Commis- 
sion. For this reason, and believing that some such 
detailed information will be essential to the Royal 
Commission, it has prepared four chapters dealing 
with the industry : — 

(1) Chapter on the iron and steel industry in 
those aspects relative to the production of 
armaments. 

(2) Chapter on the heavy armaments industry. 

(3) Chapter on the chemical industry in those 
aspects relative to the production of explosives 
and poison gas. 

(4) Chapter on the aircraft industry. 

CHAPTER I. 

The Ikon and Steed Industry. 

The Iron and Steel Industry, taken at the stage 
when iron passes into steel, is divisible vertically mto 
different processes, distinct to the extent that a firm 
may engage in one process only. 

In order of occurrence these stages are : — 

1. Production of Pig Iron from Iron Ore; 

2. Steel Melting; 

3. Working of Steel; 

4. Machining. 

The only important exception to this order is con- 
cerned with Steel Foundry Work, when the steel 
is cast into a more or less finished state, and is only 
subjected in a minor degree to machining, for the 
removal of surplus metal, rough edges, etc., and 
the drilling of holes for assembly purposes. It is 
intended to show below that these processes are 
distinct from (a) a geographical point of view, and 
(b) a technical point of view. 

(a) Geographical. 

1. The principal areas for the production of pig 
iron are those situated near iron ore beds, the blast 
furnaces in many oases being situated at the mouth 
of the iron ore mines. These areas are Lincolnshire, 
Northamptonshire, Cleveland, Cumberland, Clyde 
Basin, South Wales, Derby and Notts., and the 
Black Country. Of these, Cumberland produces 
by far the best quality ipig iron — haematite a type 
essential for the production of high grade steel 
made by the acid open hearth process. 

2. It is a peculiar feature of the British Iron and 
Steel Industry that the district producing the 
heaviest and best grade steel products Sheffield is 
not an iron producing centre. Whilst Sheffield itself 
is responsible for some 15 per cent, of British steel 
output, the counties of Lancashire and Yorkshire, 
omitting the Cleveland and Barrow areas, produce 
only about 6 per cent, of the pig iron. The highest 
quality steels of Sheffield depend upon haematite 
pig iron and iron ore, the products of Cumberland, 
Sweden and Spain, and Sheffield draws from the 
coast all its raw materials except fuel. The coal 
of South Yorkshire is very suitable for steely making, 
but apart from, this Sheffield has no economic advan- 
tage in the production of high grade steels ovei the 
remainder of the country. 

3. The usual procedure in the Steel Industry is 
for processes 2 and 3 to be combined in one works, 
but there are many exceptions to this rule, and a 
considerable sale of ingots is made between different 
firms. Moreover, the steel firms themselves may 
transport the ingots manufactured at one works to 
a works situated in another area for subsequent 
working there, but a much more important trade 
is done in the re-rolling of partly worked steel in 


such districts as South Wales and the Cleveland 
area. Billets and bars of steel are imported and 
are rolled into smaller sections, either as bars or 
sheets. Sheffield also has a fair trade in re-rolling, 
the usual procedure being to buy the steel after it 
has been partly rolled in order to ensure that it is 
of sound quality, and that no returns will have to 
be made to the vendor. 

An example of ingots being passed over to another 
company is instanced at Rotherham, where the firm 
of Steel, Peeoh and Tozer pass a substantial pro- 
portion of their ingots to a subsidiary company, 
Teinpleboro’ Rolling Mills, who then roll the ingots 
do.wn into wire. Therefore, although it is the custom 
for these two processes to be associated, it is by no 
means essential that they should be so. 

4. Sheffield is not a self contained engineering 
centre, although it is responsible for the production 
of much high-class engineering steel. At one time it 
used to draw 80 per cent, of its machine tools from 
the Manchester area, and the tendency has been of 
recent years for a bigger proportion of steel to leave 
Sheffield for machining in other areas more 
renowned for their engineering skill or more suited 
for the assembly of finished parts. Many of the 
big motor companies draw their supplies from 
Sheffield, receiving the steel in a 'worked condition, 
and ready for final machining operations. The 
English Steel Corporation passes many forgings over 
to 'Yickers- Armstrongs in Newcastle for subsequent 
machining and sales of forgings <ye made to the 
Admiralty for machining at Woolwich Arsenal. On 
the other hand, Sheffield buys a certain amount of 
lower grade steel from other parts of the country, 
or even abroad, and either performs further formative 
work upon it or else completes the machining. 

It will be seen that from the geographical point 
of view the steel industry is already divided into 
the stages referred to above, and there is. no z'easou 
why this specialisation could not be carried further, 
if it were desired. On the other hand, certain 
firms combine all these operations in one works, 
but for the most part these are large firms engaged 
in the production of low'-grade steels, and it is diffi- 
cult to foresee an armaments firm large enough to 
make such an undei-taking. 

(b) Technical. 

1. As a blast furnace must be kept in production 
when once fired, it is very few steel firms that are 
large enough to absorb the output of a single 
blast furnace, much less a group of furnaces, so 
one finds for the most part that only those steel 
firms producing structural steel and steel for ship- 
building purposes possess their own blast furnaces. 
The remaining blast furnaces sell their pig iron to 
the numerous steel companies vdio do not directly 
own their source of raw material. As the produc- 
tion of pig iron is so distinct from the steel opera- 
tions, it is not proposed to discuss any technical 
details, but fuller remarks .will be made upon the 

other processes. . if 

2. Steel melting may be undertaken in a variety or 
ways, the cheapest method being to blow a blast 
of air through molten iron, but for good class steels 
the choice lies between melting by gas in an open 
hearth furnace, or by electricity, in an arc 

a hii^h frequency furnace. For armament work tne 
Govel-nment often specifies steel made m an acid 
open hearth furnace, and this is the type of furnace 
largely favoured by the big armament firms. 

The other open hearth process— basic open hearth 
—is similar to the acid process as to equipment and 
methods, but it varies in its chemistry and a 
slightly inferior steel is turned out in a shorter 

melting time. . , _lu 

For the production of steel in an open hearth 
furnace-either acid or basic- raw material consist- 
ing of scrap steel, and pig iron is mechanical y loaded 
in to the furnace and, by a combination of heat and 
chemical processes, is converted into steel. 1 e 
type of steel required determines the materials 
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charged into the furnaces, better raw materials 
being used for high grade steels than for the usual 
commercial types. There is also a choice to be 
exercised in the proportion of scrap steel to pig 
iron, partly influenced by the relative market prices. 
The practices of different firms vary as their require- 
ments, but the average is some 75 per cent, scrap 
and 25 per cent, pig iron. For the year 1332 the 
National Federation of Iron and Steel Manufacturers’ 
Statistical Year Book gives the following figures 
for the production of open hearth acid steel. 


Tons. Proportion. Per cent. 
Pig iron used ... 387,100 6-90 cwts. 30-5 

Scrap used 823,000 14-66 „ 65-0 

Ferro - manganese 14,800 ’26 „ 1-1 

used. 

Other materials 42,600 -76 „ 3-4 

(iron ore included). 


1,267,500 22-58 „ 100-0 


Ingots and castings 1,122,800 20-00 cwts. 
produced. 

Per cent. 

Yield 88-6 

A further net division relating to those firms pro- 
ducing 93 per cent, of the total acid steel produc- 
tion for that year is of interest. 

Material consumed. Tons. 

Own Pig Iron 77,600 

Bought Pig Iron 288 000 

Own scrap ... ... ... ... 254 200 

Bought scrap 47o’300 

Ferro-manganese 13,700 

Other material (includes iron ore) 40,900 


Total used 1,127,700 


Total made 999,900 


The manager of the steel melting department or a 
technical assistant predetermines the quantities and 
qualities of material to be charged, and issues in- 
structions as to when various additions — if the steel 
is to be an alloy steel — shall be made. Various 
samples are taken during the “ melt ” to a.scertain 
the percentages present of the different elements, 
and at the correct stage the additions or finishings 
are added. For example if a 3J per cent, nickel 
steel is being made and a small sample shows that 
there is a shortage of nickel, then further additions 
have to be made. A calculation would be made by 
the laboratorj' assistant as : — 


Weight charged 
Nickel required 

Nickel found (3-05 per cent.) ... 
Raw nickel to be added 


Lbs. 

117,300 

4,200 

3,577 

623 


and the nickel would then be added. If the alloy 
is of a type that a large proportion of it would 
be lost if allowed to stay long in the bath ot 
“ boiling ” metal, then it is added immediately, 
before the furnace is tapped (or drained! into the 
ladle, or thrown into the ladle itself. After the 
molten steel has been run into the ladle it is then 
poured into ingot moulds (as liquid jelly is poured 
in"^ moulds), the size and shape of the mould again 
being determined by the destination of the steel. 
If the ingot is required by the armour plate de- 
partment, then it may be 50 tons in weight, for the 
forge up to 200 tons, or for the rolling mill about 
22 cwts. After the ingots have been ca.st they are 
allowed to cool in order to solidify and are then 
stripped from their moulds. A sample of molten 
steel ^ is taken as it is being poured and ■ if the 
chemical analysis proves satisfactory then the ingot 
passes on its .way. A variation is allowed in the 
percentage present of the various elements, greater 
accuracy naturally being demanded for the high 
grade steels. For example a nickel chrome steel 
for a gun tube would have limits as Carbon 
-36 to -37 per cent.; Silicon -12 to -15 per cent • 
Manganese -60 to -70 per cent.; Nickel 3-5 per cent. ; 
Chrome -25 per cent.; and would be rejected as 
unsuitable if found outside these limits, whereas a 


commercial steel would pass if say the carbon were 
-40 per cent. 

It is seldom that an ingot is passed on to another 
department without being cooled to an almost 
atmospheric temperature. Occasionally the forgo 
department .will order an ingot to be sent round in 
a warm condition, say 500 degs. C. but the ingot 
stage can be taken as a definite break in the sequence 
of operations. The ingot can lie, and sometimes 
does, in the melting house stock yard for years with- 
out serious depreciation, but from the point of view 
of business efficiency it does not pay to allow stock 
to accumulate, become coated with rust, and involve 
clerical expenditure in keeping check of it. But 
the point to bear in mind is that the ingot is the 
finished product of one department (if need be, of 
a works) and is capable of being stored or of being 
transported round the globe. Sales of ingots are a 
regular feature of tlie steel trade; transfers of them 
betw-een works a frequent occurrence, and it can be 
fairly claimed that the ingot represents the second 
stage of steel manufacture from the technical point 
of view. 

Note. — Steel melting by electricity is undertaken 
on much the same lines as above, the average cast 
being, however, about 5 tons, as against 50 in the 
open hearth furnace. Electric steel from an arc 
furnace, owing to cleaner methods and the close 
control of a small quantity of steel, is the best steel 
obtainable, but is not used for big guns or armour- 
plate work, as the ingots made are too small. 
Electric furnaces are used for the production of steel 
for aeroplane i^arts and various ordnance fittings, 
shells, bullet proof plates, etc., which have a much 
smaller bulk. They are used, therefore, for making 
special steels w-hich are handled in small quantities 
only, or employed in works whose capacity is too 
small to absorb the output of a Siemens open hearth 
furnace. 

3. The w'orking of steel covers those operations 
during which steel passes from the ingot state into 
a rough resemblance to the finished product, or to a 
part of the finished product. These operations in- 
clude forging — by hammer or press— rolling, press- 
ing, stamping, and extruding. The operations of 
forging and rolling are the primary operations, and 
with few exceptions all ingots must go through 
them first. The exceptions are chiefly concerned 
with ingots for tyres and for hollow forgings, such 
as guns or boiler drums. A tyre ingot is “ sliced ” 
or cut into five or six pieces before going to the 
hammer; a gun ingot may be trepanned (bored 
through the centre) before proceeding to the press. 
Or it may be that the customer wishes for certain 
parts of the ingot to be cut off to ensure soundness — 
the Admiralty requires as much as 40 per cent, or 
even more to be discarded — and this is done before 
forging or rolling if the order requires it to be so. 
Rolling and forging require great power ; an aver- 
age size of rolling mill will have a motor drive of 
well over 1,000 h.p., whilst a press may exert a 
pressure of anything up to 10,000 tons. (Forging by 
hammer is a much lighter process, for the press has 
ousted the hammer in all the bigger operations and 
it is seldom that hammers of more than 7 or 8 tons 
are used in heavy steel firms. 

As the processes vary so much with the different 
products, it is not intended to give a comprehensive 
survey here, but actual operations on certain arma- 
ment products will be given later. At the moment 
a general indication of the processes through which 
a stamping passes is given : — 

Ingot goes to rolling mill; 

Heated up to about 1,150 degs. C; 

Passed and repasscd through rolling mill until it 
is reduced in thickness from some 11 inches square 
to 3 inches square and is cut off by press or cir- 
cular saw to required length; 

Cooled and examined ; 

Sent to stamping department; 

Reheated and stamped ; 

Perhaps another stamping operation; 

Heat treated, giving hardness, temper or con- 
dition required ; 

“ Fettled ” or cleaned up; 

Straightened and examined; 

Despatched. 
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4. This despatch clears out the product from the 
steel working departments to the machine shops, 
cither belonging to the steel firm or more usually to 
its customers. Hundreds of thousands of stampings 
and pressings are despatched from Sheffield for 
machining in the automobile factories. E.S.C. sends 
forgings to all the Vickers’ works for finish machin- 
ing, or forgings to Woolwich Arsenal, stainless steel 
sheets to (Firth-Vickers Stainless Steel Co. (previously 
to outside firms for polishing), steel strips to its 
own file works across Sheffield, or rolled bars to its 
tool works at Openshaw in Manchester. Firth- 
Brown sends gun forgings to the Admiralty, or shell 
steel rolled in bars; Jessop supplies steel products to 
its parent company, B.S.A. Ltd., or to its file 
making concern J. J. Saville & Co.; Hadfield sends 
its shells from one works to another for machining ; 
whilst Industrial Steels (E.S.C. subsidiary) sells 
almost all its steel in a bar or billet condition. 
Thus it is shown that there is yet another water- 
tight division in the production of steel, this time 
between worked steel and machining. It is hoped 
to bring out the importance of these independent 
operations subsequently. 

Production of Armaments. 

It has already been demonstrated that the manu- 
facture of steel i^roduots can he divdded into stages 
such that a factory could undertake one operation 
only. It is now intended to show that in addition to 
a vertical division of manufacturing there is a 
horizontal one between commercial and armament 
steels. 

So far as pig iron production is concerned the same 
blast furnaces provide raw materials for both arma- 
ment and high grade engineering steds, but pig 
iron for the former is subjected to very careful 
scrutiny and only the very best qualities are used. A 
fair importation of Swedish pig iron is made for 
armaments on account of its jjurity, a very small ijer- 
centage of sulphur and phosphorus— weakening ele- 
ments in steel — being an essential. The other raw 
materials are closely examined also, as well as the 
coal used for gas production to eliminate the possi- 
bility of an increase in the proportion of sulphur or 
the introduction of some undesirable element. 

The use of alloy steels which, prior to 1910, was 
confined mostly to guns, armour plating and projec- 
tiles, has spread rapidly of recent years into all metal 
working industries among which the motor industry 
leads. Prior to that date the majority of high grade 
engineering firms were very iileased to be able to buy 
pieces of scrap steel cut off from ordnance work, but 
demand became so great for the nickel alloy steels 
that steel manufacturers set out to eater for it. 
There are infinite possibilities in alloying, but the 
analyses are to a certain extent checked in number 
in order to jirevent multiplicity of stocks and — an 
immense bugbear in all steel firms — the mixing of 
scrap. The most important steels are those contain- 
ing nickel and chrome, used for crankshafts, gears, 
valves, axles, ordnances, etc., etc. A popular nickel 
steel contains about 3J per cent, nickel and -lO to 
•50 per cent, carbon and is used in many motor 
products. 

Nickel is the principal alloy added to steel and 
increases its mechanical properties. Together with 
chromium it gives the steel great hardness and 
toughness without a corresponding increase in brittle- 
ness. Corrosion resistance is also increased and as 
both elements depress the temperature at which 
hardening of steel takes place a wider range of 
treatment is possible than with carbon steel. For 
example a steel can be quenched in oil as against 
plunging into cold water. The results may be the 
same but there is much less danger of cracking. 

Nearly all guns are of nickel chrome molybdenum 
steel. Molybdenum increases the toughness of steel 
and also increases the depth of hardness. Another 
important alloying element is manganese which 
makes the steel non-warping, non-shrinking, oil 
hardening at low temperature, and little liable to 
crack in hardening. An average composition for 


armour plate is Carbon -35 to '50 per cent.. Nickel 
3-5 to 4-0 per cent.. Chrome 1-5 to 2-5 per cent., 
Mangane.se -4 per cent., Silicon -15 per cent. 

As nickel itself costs some £200 per ton it will be 
appreciated that there is a distinct cleavage between 
the prices of straight commercial steels and of ai'ma- 
ment steels. A furnace charged with nickel scrap 
and pigiron, intended for the production of arms, is 
directed to that end, and it is seldom diverted to 
another purpose. The quantity of steel poured from 
a furnace, in order to err on the safe side, is gener- 
ally a li-ttle bigger than the amount required to 
fulfil the works order, so the extra ton or so is 
poured into small ingo-t moulds. From there it may 
pass to other armament consumption, or be used in 
an appropriate commercial transaction (giving very 
good value for money) or it may be sent back to the 
furnace for remelting in the next nickel chrome cast. 
The point is that, although melted in the same 
furnace as commercial steels, armament steels are 
earmarked from the start and only a small proportion 
is sidetracked. But it should be borne in mind that 
an increasing number of commercial purposes are 
being found for those alloy steels formerly used for 
armaments only. In other words “ What makes 
good arms makes better ploughshares.” 

It is after the ingot stage that arms steel com- 
mences to assume its more formidable aspect, and 
whereas it was distinguished in the furnace by. a 
greater amount of care being spent upon it, it now 
Ijasses through certain operations which definitely 
separate it from the commercial steels. 

The ingots required for heavy armaments may 
need a heat treatment process or certain machining 
operations but they invariably pass to the forge 
department where in a hydraulic press of great 
strength they are altered in shape. A brief descrip- 
tion is given of the operations certain products pass 
through. 


Armour plate'. 

1. Ingot 

2. Slab in press 

3. Heat and roll to 

finished thick- 
ness. 

4. Anneal ... 


5. Cool and straigh- 

ten. 

6. Carburize 


7. Treatment 

8. Drill holes and 

machine. 

9. Differential heat 

treatment for 
hardening. 

10. Cool rapidly by 

water. 

11. Mark out and 

have trial 
assembly. 


Notes. 

A reduction in section. 

Plus allowance for machining 
and fire waste. 

Steel has certain properties 
derived from its physical 
condition. The arrange- 
ment of the iron, carbon and 
other molecules determines 
its hardness, softness, 
temper, etc., and heat treat- 
ment at different tempera- 
tures gives the desired 
effect. 

Straighten in hydraulic press. 

The plates are placed in a 
furnace in pairs, separated 
by a layer of charcoal. This 
charcoal (carbon) enters the 
steel and gives it a very 
hard surface. Takes two to 
three weeks. 

Plunging in oil or water after 
heating to give tensile 
strength. 

Done in planing shops. 

Face at high temperature, 
back a comparatively low. 

Water at high pressure is 
sprinkled simultaneously on 
face and back. 


No. 6 operation is known as cementation. Non- 
cemented armour is used for deck plates, the 
principal feature being great strength and the 
capability of suffering considerable deformation with- 
out rupture. 
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Guns. 

Big naval and military guns consist of an “ inner 
A tube ” (replaceable), an “ A tube ”, a “ B tube ”, 
a jacket, a breach block, and sundry fittings. 
They are built up in this tubular fashion to 
ensure greater strength, a certain soundness, and 
a greater elasticity to shock. British specifications 
always require acid open hearth steel. An ingot 
may be 100 tons to commence with and perhaps 
10 per cent, is discarded from the bottom and 30 per 
cent, from the top of it. 

1. Ingot. 

2. Cut off discard. 

3. Trepan — hole bored through centre. 

4. Forge on water cooled mandril — mandril is a 
bar passed through hole in centre to prevent clos- 
ing. 

5. Straighten. 

6. Rough machine. 

7. Normalize — a heat treatment. 

8. Oil harden — a heat treatment. 

9. Temper — a heat treatment. 

10. Finish outside. 

These operations are common to the 3 tubes 

and jacket. Thereafter: — 

11. Keep inner A tube cool in pit by water, heat 
A tube by gas to expand it, lower on inner A and 
cool by water to contract it. 

12. Fit B tube, then jacket as per operation 11. 

13. Breech ring is screwed and shrunk on. 

14. Finish machine. Bore and chamber are bored 
and lapped to size. 

15. Rifle. To give a twisting action to the pro- 
jectile. 


English Steel Corporation, Ltd. 

Departments exclusively engaged in the manufac 
ture of armaments or overwhelmingly so. 


Hiver Don TI’o?7vS, Sheffield. 

Armour plate mill 

8.000 tons press... 

Treatment furnaces at 

8,000 tons press. 

40 inch D.C. press 

North and south planing 
shops. 

Machines for armour 
plate tests. 

3.000 tons press... 

Vertical bending rolls ... 

Scaling plant ... 

Gun building plant 

Gun building plant, 
annealing and tem- 
pering. 

2,500 tons press... 

Machine shop (test 
cutting). 

Oil hardening plant 

Bullet proof machine 
shop. 

Firing range in works 
and at Totley. 


Process. 

Rolling armour plate. 

Cutting armour plate. 

Heat treating armour 
plate. 

Straightening armour 
plate. 

Machining armour plate. 

Testing armour plate. 

Straightening armour 
plate. 

Bending bullet proof 
plates. 

Removing fire scale from 
armour plate. 

Heat treating guns and 
shrinking on tubes. 

Heat treating guns. 


Straightening guns. 

Cutting test pieces from 
gun forgings. 

Treating bullet proof 
plates. 

Machining bullet proof 
plates. 

Testing bullet proof plates 
under fire of rifle and 
machine gun. 


Shells. 

(Not heavy armament product, and misses the 
forging operation.) 

1. Ingot. 

2. Roll in 28 inches blooming mill to 8 to 9 

inches diameter. 

3. Cut to required length. 

4. Machine. 

5. Heat treated. 

6. Despatch for filling. 

Hadfield’s armour piercing shells are forged in a 
horizontal press, then are bored, turned, finished, 
fitted with a soft nose, and despatched. 

A list is next given of the various departments 
in English Steel Corporation connected with arma- 
ment manufacture. With reference to armour 
plate, it may be noted that after the second opera- 
tion given in the foregoing list, practically all the 
work is performed in armament departments, the 
exceptions being operations 6 and 9 which are done 
in the carbonizing department — about 60 per cent, 
armament. 

Guns are seldom finished at E.S.C. now, the usual 
procedure being to send the parts after operation 
No. 9 to the Vickers-Armstrongs works at Elswick, 
where there are two gunshops, and the armament 
work is kept apart from the commercial. Whilst it is 
true that the lathes, boring machines, etc., can be 
used for commercial work, the two do not economically 
mix. When the gun work departed from the heavy 
machine shop at E.S.O., the lathes were used for the 
machining of boiler drums, catalysers, cranks and 
rollers, but it was found that they were far too slow 
to be a commercial proposition. A commercial pro- 
duction does not need ansrthing like the finish of an 
arms product, and to compete on favourable terms 
with other manufacturers E.S.C. had to buy many 
new lathes that fairly ripped off the steel, whilst 
leaving a finish good enough for commerce, but 
hopeless from an ordnance point of view. Many 
of the older machines were despatched to El&wick 
and Vickers-Armstrongs still holds the option to pur- 
chase the original heavy machines remaining in the 
South Gun Shop at Sheffield. 


Grimesthorpe IVorlcs, 
Sheffield. 

Armour plate mill 

Cyclops Works, Sheffield 
Three hydraulic presses 

Treatment furnaces 

Planing shops ... 

Oxy - acetylene cutting 
department. 

Bullet proof treatment 
furnaces. 


Rolling armour plate. 


Straightening and cutting 
armour plate. 

Heat treating armour 
plate. 

Machining armour plate. 

Cutting out shapes in 
armour plate. 

Heat treating bullet proof 
plates. 


Note. — Cyclops Works was used by Cammell Laird 
for the production of armour plate, being the 
site of all operations thereon after the ingot was 
rolled in the Plate Mill at Grimesthorpe — about 
3 mile away. It is exclusively laid out for the 
production of armaments and was closed on the for- 
mation of the E.S.C. in 1929, manufacture being 
concentrated at the River Don Works. In the spring 
of last year — when the Disarmament Conference was 
in session — it was opened out for cleaning, overhaul- 
ing, and preparing for manufacture on the granting 
of a sum of £5,000 from the Government to E.S.C. 
It is now maintained in working condition by a 
Government grant of £1,000 per annum. 


Departments considerably engaged in the manu- 
facture of armaments. 


Diver Don Works. 
Oxy-acetyleno depart- 
ment. 

Carburizing department 

Sheet rolling mill 

Grimesthorpe Works. 

Heat treatment depart- 
ment. 


Process. 

Shaping armour plates. 

Heat treating armour 
plates and sundry 
forgings. 

Rolling bullet proof plates. 


Treatment of armour plates 
and gun forgings (almost 
dormant since 1929). 
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Departments partly engaged. 


Biver Don M’orks. 
Melting departments ... 

Forge 

Machine shops ... 

Stamping departments... 

Rolling mills 

Grimesthorpe R’or/cs. 

Melting departments ... 

Forge 

Foundry 


Process. 

Production of open hearth 
and electric steel, about 
20 per cent, for arma- 
ments. 

Slabbing of ingots for 
armour plate mill, and 
forging guns. 

Machining guns, aero 
cranks, armour plate 
fittings, ship’s shafting, 
etc. 

Stamping out aero cranks, 
crank cases, connecting 
rods, etc., etc. 

Reducing ingots to smaller 
sections for further work 

f Not much production in 
I these departments now 
■[ as policy of concentra- 

I tion in River Don Works 

[ has been pursued. 


Service Departments. 

All the above departments require services such as 
hydraulic and pneumatic power, gas, water, electricity 
and steam. In the case of the departments exclusively 
armament they are almost self-contained except for 
electricity (Cyclops is a self-contained works even to a 
transforming station), therefore no appreciable in- 
crease in the coat of services would be made on a 
withdrawal of armament work. With the other 
departments the manufacture of armaments is only a 
small proportion of tho total output so there again 
no considerable increase in the overhead costs would 
take place. 


CHAPTER 2. 


The Heavy Armaments Industry. 

Armour plate and steel for heavy ordnance is 
manufactured by three firms only. These are the 
English Steel Corporation, William Beardmore & Co. 
and Thomas Firth & John Brown. The English 
Steel Corporation is owned by Cammell Laird and by 
Vickers-Armstrongs. Vickers- Armstrongs in its turn 
is owned by Vickers and Armstrong Whitworth 
Securities. Vickers has, however, the largest hold- 
ings in Vickers-Armstrongs and therefore controls it. 
The holdings of Vickers-Armstrongs in the English 
Steel Corporation are much larger than those of 
Cammell Laird and therefore Vickers-Armstrongs 
controls the English Steel Corporation. Thus, 
despite the participation of other firms, Vickers in 
fact controls the English Steel Corporation, which 
is the largest producer of armour plate and steel 
lor heavy oixluance. William Beardmore & Co. 
is controlled by the Trustees for the Debenture 
Holders and the Preference Shareholders. Vickers 
has a very large holding of Second Preference shares. 
One of the Vickers directors is one of the three 
members of the Debenture Holders’ Committee which 
controls the company. Therefore, it is correct to say 
that Beardmore is closely linked with Vickers, even 
if it is not actually controlled by them. 

Thomas Firth and John Brown is a subsidiary of 
John Brown & Co., and is connected with the 
English Steel Corporation by the amalgamation of 
the Firth Brown and the English Steel Corporation 
stainless steel interests. The English Steel Cor- 
poration and Firth Brown divide equally between 
them the capital of the Firth Vickers Stainless 
Steel Co. 

Shells and armoured turrets are manufactured 
mainly by Hadfield. Vickers and Firth Brown do 
make a certain number of shells but by far the 
most important shell firm is Hadfield. 

All these heavy steel firms are closely bound to- 
gether. They combine to obtain raw material. 
First a special type of iron ore free from sulphur 
and phosphorus is essential. A plentiful supply of 
haematite iron ore, the most suitable type of ore 


for armament and high grade steel work, is in great 
demand. Therefore the armament firms combine 
to form companies which can supply them with this 
essential raw material. The Carnforth Haematite 
Iron Co. (now wound up) was a good example of 
this. It was controlled by the Darlington Forge 
.which was at that time controlled by the Broad- 
way Finance and Investment Trust and the Glyn 
Nominees (the one, a subsidiary of, and the other 
a nominee of, Vickers) and by John Brown. It 
is interesting to note that the British and Allied 
Investment Corporation, in which the Czecho- 
slovakian armament firm of Skoda has large invest- 
ments, was also a large shareholder in the Carnforth 
Haematite Iron Co. 

The supplies of haematite iron in England are 
becoming exhausted and therefore the armament firms 
draw their supplies from abroad, particularly from 
Sweden and from Spain. No doubt there are in 
Spain and Sweden similar companies to the 
Carnforth Haematite Iron Co. but owing to the 
fact that they are abroad it is very difficult to 
trace them. 

The arms firms also combine in the control and 
production of other essential raw materials. For 
example, fire bricks for furnaces. The Oughtibridge 
Silica and Fire Brick Co. was, founded by six 
firms, five of which were armament concerns. The 
control is now largely in the hands of the English 
Steel Corporation who hold out of the 177,800 shares 
some 19,500 in the name of Vickers and another 
19,500 in the name of Cammell Laird. The interests 
of the English Steel Corporation, through Vickers, 
in the Parkgate Iron and Steel Co., give them 
another 19,500 shares. Among the other shareholders 
are Hadfield with 19,500 and John Brown with 
16,700 and Thomas Firth and John Broiwn (con- 
trolled by John Brown) with 22,300. 

In the same way as the English Steel Corpora- 
tion and the other armament firms control jointly 
their supplies of haematite iron and firebricks, 
so they control the ingredients for electrical furnaces 
used for melting small ingots. The Electrode Com- 
pany of Sheffield (now in course of reorganisation) 
was controlled by Thomas Firth and John Brown 
and the English Steel Corporation w'ho held between 
them some 46,000 of the 70,000 shares of the com- 
pany. Hadfield comes in with another 9,000 shares. 

But even more important from the armament 
makers’ point of view is the control of the non- 
ferrous metals essential for hardening steel. Of 
these the most important is nickel. Other essential 
non-ferrous metals include molybdenum, chrome and 
manganese. The principal firms which supply these 
essential ingredients are High Speed Steel Alloys 
and the High Speed Steel Alloys Mining Co. 
Figure 3 shows the connections of High Speed Steel 
Alloys with the main armament firms. The 
largest shareholders are the various' firms in 
the Vickers group but John Brown and Thos. 
Firth & John Brown participate heavily as 
do Hadfield and the other armament firms. 
It should be noted that Vickers has also large 
interests in the French Nickel Group, the S.A. le 
Nickel, but again since this is a foreign company 
it is impossible to discover whether the other 
armament firms participate and to what extent. 

To sum up, it will be seen that the firms which 
produce armament steel, and particularly Hadfield, 
tho English Steel Corporation and Firth Brawn, 
all of which are now larger and more important 
than Beardmore, the other firm in the group, are 
very closely linked together through common supplies 
of raw materials. Secondly that the English Steel 
Corporation, Beardmore and Firth Brown are con- 
nected, either through the one holding debentures 
or shares in the other or else by sharing together 
the control of important su'bsidiary companies. It 
is quite evident by studying the financial link-ups 
between the heavy armament steel firms that there 
exists in fact an armament steel ring. 

Seavy Ordnance. 

The same firms which control the armament steel 
business have the monopoly of the private manu- 
facture of heavy ordnance. All heavy guns are 
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made by William Beardmore, Vickers-Armstrongs or 
John Brown <fc Co. As has been shown Vickers- 
Armstrongs and William Beardmore are closely con- 
nected and the association between John Brown and 
Vickers is very close. 

Small Ar/ns. 

Small arms are manufactured by Vickers and by 
the Birmingham Small Arms Co. In this con- 

nection, however, it is worth while noting the posi- 
tion of the Hotchkiss Co., a French concern 
manufacturing motors and small arms, which has 
a London office and does a certain amount of busi- 
ness over here. Vickers has already been dealt 
with. The Birmingham Small Arms Co. is not, 
as its name suggests, exclusively an armaments 
concern. It has important outside interests. Throiigh 
the B.S.A. control of J. J. Saville & Co. and 
W^illiam Jessop & Sons, B.S.A. participates in High 
Speed Steel Alloys and is thus connected iwith 
Vickers and the other armament firms in the armour 
plate group. B.S.A. also controls the Daimler 
Co., Ltd., and the Lanchester Motor Co., Ltd., and 
through B.S.A. Cycles Ltd. it enters the bicycle in- 
dustry. Other industries of B.S.A. include the 
manufacture of tools and of machinery for grinding. 

Also belonging to the small arms group is the 
Projectile & Engineering Company which makes 
smaller shells. This Company is closely associated 
through the Firth family, who are the largest share- 
holders in the Projectile & Engineering Company, 
with Thos. Firth & John Brown. Until 1930 the 
Projectile & Engineering Co. was almost solely an 
armament concern, but since that date it has made 
motor car frames and crank cases. 

There are many firms which manufacture sporting 
rifles and revolvers. It is worth noticing in this con- 
nection The London Armory Company, the majority 
of whose shares are held by the managing director, 
a former German, now an American citizen. The 
body which acts politically for this class of small 
arms makers, is the Gunmakers’ Association. 

Tanks. 

Vickers-Armstrongs is believed to be the only 
important firm which manufactures tanks. 

Warships. 

The construction of warships is not restricted any- 
thing like so closely as is the construction of armour 
plate and ordnance. Firms contracting for the 
Admiralty may be divided roughly into three classes, 
those which build both engines and hulls of any size ; 
those which specialise in engine construction and 
those which confine themselves to lighter and smaller 
craft. In the first class the most important firms 
are : 

Vickers-Armstrongs. 

John Brown & Co. 

Scott’s Shipbuilding & Engineering Co. 

Swan Hunter & Wigham Richardson. 

The Fairfield Shipbuilding Co. 

Cammed Laird. 

There are other firms which on occasion build heavy 
warships. Holland & Wolff, for example, is at pre- 
sent building the cruiser “ Penelope.” R. & W. 
Hawthorn Leslie occa.sionally builds large ships for 
the Admiralty. But the firms given above can be 
taken to be the principal builders of warships of all 
kinds. 

Vidkers and Cammed Laird are closely associated ; 
as has already been noticed the armament and high 
speed steel interests of Vickers and of Cammed 
Laird are combined in the English Steel Coipora- 
tion. Their other steel and iron interests are com- 
bined in the Metropolitan Cammed Carriage & 
Wagon Co., Ltd., which is controlled by Vickers- 
Armstrongs and Cammed Laird. 

Ad these firms are members of the Shipbuilders 
Security Co., a company formed to reduce the num- 
ber of shipyards. Vickers-Armstrongs, the Fairfield 
Shipbuilding Co. and John Brown & Co., also con- 
trol jointly the Michell Bearings Co. which was 
.'ormed originally to exploit patents which were used 
vxclusively for warships but these patents are now 


used very widely in ordinary vessels. Except for 
these two companies there is no financial link 
between the Vickers-Armstrongs, Cammed Laird, 
John Brown group which is bound together by its in- 
terlocking steel, iron and raw material interests and 
the other shipbuilding armament firms. 

Scott’s Shii)building & Engineering Co. is, next 
to Vickers, perhaps the most important of the naval 
armaments firms. At the present moment the entire 
construction in the Scott shipyards consists of Ad- 
miralty orders. Scott is at present constructing 
two cruisers, one submarine and two destroyers. 
Scott’s Shiphuilding & Engineering Co. formed in 
1899 is a private company registered in Scotland. 
The capital consists of 2,500 preference shares and 
27,500 ordinary shares of £10 each. The majority 
of the shares are held by the Scott family but 
some 9,000 are held by the Ocean Steamship Co. 
and the China Mutual Steamship Co. 

The Fairfield Shipbuilding Co. is building two 
destroyers and one depot ship. This company is 
controlled by the Shipbuilders Investment Co. An 
examination of the shareholdings of the Shipbuilders 
Investment Co. shows that the controlling blocks of 
shares are in the hands of various individuals 
described in the retiirns as Esquires. On investiga- 
tion these gentlemen appear to be clerks and officials 
in the employ of Kleinwort, the well-known private 
banking company which has important German and 
continental connections. 

Swan Hunter & Wigham Richardson is at pre- 
sent building a cruiser for the Australian Navy 
and two destroyers for the Admiralty. Swan 
Hunter & Wigham Richardson, as shown in Figure 4, 
is connected through the Glasgow Iron & Steel Co. 
with Beardmore. Like Vickers it has branched out 
into other aspects of the armament industry. Re- 
cently Swan Hunter formed, in collaboration with 
Fokker, a new aircraft firm. Air Speed Ltd. Swan 
Hunter also controls the Wallsend Shipway & En- 
gineering Co. which is one of the three engineering 
firms which build marine engines for the Admiralty. 

This leaves still to be considered Vickers-.-Irm- 
strongs, John Brown & Co. and Cammell Laird. 
Vickers-Armstrongs is at present building at the 
Barrow yards four destroyers and two submarines 
for (the Admiralty and two submarines for the 
Esthonian Government. At the Newcastle dock- 
yards it is constructing the hulls of two de- 
stroyers and of two 9,000 ton cruisers for the 
.\dmiralty. Cammell Laird is building at Birken- 
head the new aircraft carrier “ Royal Oak,” a 
flotilla leader and one submarine all for the 
Admiralty. John Brown & Co. is building at Clyde- 
bank one 9,000 ton cruiser and one destroyer. 

All these firms, however, are not only naval arma- 
ment shipbuilding firms but also ordnance makers, 
armour plate manufacturers and general armament 
merchants. For this reason it is better to leave 
consideration of them until later. 

Marine Engineering. 

There are three firms which, though they do not 
build any warships, do benefit largely from the con- 
struction of engines for them. These firms are 
William Beardmore & Co., Parsons Marine Steam 
Turbine Co., and the Wallsend Shipway and 
Engineering Co. 

As previously noticed the Wallsend Shipway is 
owned by Swan Hunter. Last year it only 
obtained some £120,000 worth of naval orders, as 
compared with £280,000 of orders for machinery 
obtained by Beardmore. Wallsend Shipway is the 
least important of the marine engineering firms. 

Beardmore, as already noted, is Closely connected 
to Vickers. It woidd seem that it is also related 
to Swan Hunter through the Glasgow Coal & Iron 
Co. A number of the directors of Beardmore are 
also dii'ectors of the Glasgow Coal & Iron Co., one- 
half of whose capital is held by Swan Hunter. It 
should bo noticed that the Law Debenture Corpora- 
tion acts as Trustee for the Debentui'e Holders of 
both Beardmore and Cammell Laird, thus making 
another link between the Vickers group and Beard- 
more. 
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Parsons Marine Steam Turbine is owned by 
members of the Parsons family but it is also closely 
linked with the Vickers group. Sir EustaM Tenny- 
son d’Eyncourt, a director of Parsons, is also a 
technical adviser to Vickers-Armstrongs. The Spanish 
Parsons, which exploits Parsons patents in Spain, is 
controlled jointly by Parsons Marine Steam Turbine, 
its subsidiary. Parsons Foreign Patents, by 
Vickers-Armstrongs and by John Brown. It appears 
that Parsons works in close connection with 
Vickers. 

Belonging to this class of marine engineers is the 
boiler making firm of Babcock and Wilcox. Babcock 
and Wilcox makes boilers of every description for 
every purpose, but it is also an important arma- 
ment firm in the sense that a proportion of its work 
consists of building boilers for warships. It is 
a truly international firm. There is a German 
Babcock & Wilcox, a French Babcock and Wilcox, 
a Dutch Babcock & Wilcox, a Spanish Babcock & 
Wilcox, an Italian Babcock & Wilcox and a Canadian 
Babcock & Wilcox. In addition, it has a Japanese 
subsidiary and owns 49 per cent, of the 
capital of the largest Polish boiler works. Babcock 
& Wilcox also owns the Vickers Boiler Co. and other 
boiler works in England. A study of Jane 
shows that a large proportion of the fleets of every 
nation is equipped with Babcock & Wilcox boilers. 

Babcock & Wilcox is linked to the Vickers group 
in two ways. Until recently Colonel Philip lonides, 
deputy chairman of Armstrong Whitworth 
Securities, sat on the Babcock & Wilcox board and 
was, in fact, chairman of the Spanish Babcock & 
Wilcox. Babcock & W’ilcox participates in Dorman 
Long & Associates (China) in which Associated 
Electric Industries (in which Vickers have large 
holdings) also participates. Recently the English 
Electric, which is closely associated with John Brown 
& Co., has taken a contract together with Dorman 
Long & Associates (China) and has thus become for 
practical purposes a member of the Dorman Long 
China syndicate. 

Smaller Naval firms. 

Under this head are described those firms which 
specialise in the construction of destroyers, gun boats 
and sloops. The most important firms in this class 
are John I. Thornycroft & Co., of Southampton, 
Alec. Stephens & Sons, of the Clyde, Yarrow & Co. 
and J. Samuel White & Co., of Cowes. At present 
Alec. Stephens & Sons is building two destroyers 
and two sloops for the Admiralty. The only other 
work it has on hand is one 1,000-ton cargo vessel, 
so' that at present it is practically maintained 
by its armament work. This company (registered 
in Scotland) is controlled by the P. & O. Steamship 
Co. which holds 76,193 preference shares out of a 
total of 128,449, and 102,000 ordinary shares out of 
a total of 200,000. 

The methocl by which the P. & O. has exercised 
this control is typical of the way in which the control 
of armament (and other) firms is switched about 
among nominees. Since 1929 the holding of the 
P. & 0. has been registered successively in the names 
of the Eastern Traders Ltd., Hong Kong, Edward 
Haiii & Son Ltd., Mackie & Co., Eastern Tradei-s 
Ltd., and in 1934 back again to Edward Ham & 
Son Ltd. 

Thornycroft is at present building two destroyers 
and four motor pinnaces for the Admiralty. Its 
only other shipbuilding consists of a small motor tug. 
This, however, does not mean that Ihornycroft is 
practically exclusively an armament firm because 
it has in addition to its shipbuilding works im- 
portant motor interests and does a good deal of 
marine engineering as apart from shipbuilding. 
Its other interests include building trolley buses 
and motor boats. 

Thornycroft has, like Babcock & V.'ilcox, a 
number of foreign firms — Thornycroft Australia, 
Thornycroft India, Thornycroft Brazil, Thorny- 
croft Singapore, Thornycroft Egypt, Thornycroft 


Argentina. Thornycroft is one of the firms which 
participate in Dorman Long & Associates (China). 

J. Maughliug, director and secretary of Thorny- 
croft, is also a director of Dorman Long & Co. 
(China). Through its investments in Dorman Long 
& Associates and its interlocking directorate with 
this firm, Thornycroft is linked with Babcock & 
Wilcox and indirectly through Associated Electrical 
Industries, with Vickers. 

Yarrow & Co. is at present building a flotilla 
leader and a net layer for the Admiralty. The only 
other shipbuilding work which it has at present 
on hand is a small yacht. Like Thornycroft, how- 
ever, Yarrow is not exclusively a shipbuilding 
firm. It manufactures also marine engines and 

it is well known for its Yarrow boilers. It 
has two foreign subsidiaries, one in Canada, the 
other in Yugoslavia. In the latter a great deal of 
armament construction for the Yugoslav Government 
is done. Yarrow boilers are also widely used in 
foreign warships. Also large numbers of foreign 
warships are built in foreign dockyards to Yarrow 
designs. Recently the firm has provided boilers for 
the Japanese, Italian and Dutch navies, and the 
Dutch Government has built eight destroyers from 
Yarrow designs and under Yarrow supervision in 
its own dockyards. In the same way Yarrow has 
recently fitted out two Portuguese destroyers of 
which the hulls were built in Portugal. Yarrow & 
Co. is owned by the Yarrow family. Yarrow is prob- 
ably the most important of the smaller naval ship- 
building firms. 

J. Samuel White of Co,wes is the oldest of all the 
armament firms. At present it is building two 
mine-sweeping sloops for the Admiralty and two 
large destroyers for the Polish Government. Its 
other shipbuilding work consists of two yachts and 
three lifeboats. Like Yarrow, J. S. White also 
builds machinery and boilers and it does quite an 
important business in engining the smaller warships 
built in government dockyards. In the past J. S. 
IVhite has made great efforts to obtain foreign 
armament orders and is for that reason important. 
Like Yarrow, warships to its design, are built 
abroad under licence from it. 


Other Naval firms. 

There remain to be considered one or two other 
firms which do constructional work for the Admiralty 
but whose naval shipbuilding is small in comparison 
with the ordinary work which they undertake. 
Harland & Wolff, to which already reference has 
been made, is typical of this class of firm. Harland 
& Wolff is registered in Belfast where its principal 
yards are situated, but it also has yards on the 
Clyde and at North Woolwich. It controls through 
David Colville & Co. the steel interests of the great 
Scottish firm of Colville, and through it con- 
trolling interests in large collieries in Lanarkshire 
and Stirlingshire. The Belfast yard of Harland & 
Wolff is the largest single yard in the country. 

The control of the company was originally 
associated with the Royal Mail Steam Packet Com- 
pany and the Elder Dempster Co. Ltd. 

Harland & Wolff, therefore, is almost the greatest 
shipbuilding company in the British Isles. ,1* is, 
it is true, building one cruiser for the Admiralty, 
but its armament work is practically negligible com- 
pared to its other interests. 

William Denny & Bros., of the Clyde also, like 
Harland & Wolff, is at the moment mainly engaged 
in civil trade, but it is building two destroyers 
and a survey ship for the Admiralty. This company, 
registered in Scotland, capital £500,000, is controlled 
by the Denny family. 

William Hamilton & Co., of the Clyde, does a little 
armament work. It is at present building one 
sloop for the Admiralty. This is a pnvate company 
registered in Scotland with a capital of £170,000. 
It is controlled by the Cunard Company. 

R & W Hawthorn Leslie & Co., Hepburn-on- 
Tyne, a very old shipbuilding' firm, originally estab- 
lished in 1817, has done a certain amount of naval 
construction but at present it is not building 
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any ships for the Admiralty. This company has 
also important interests in building locomotives, 
patent locomotive trains, petrol and electric loco- 
motives and rail motor coaches. The issued capital 
consists of £358,000. 

William Doxford & Sons, Sunderland, has also 
done in the past a certain amount of naval ship- 
building. This company is now controlled by the 
Shipbuilders Investment Company, which also con- 
trols the Fairfield Shipbuilding Co., and is itself 
controlled, through nominees, by the British and 
foreign banking house of Kleinwort. 

Palmers Shipbuilding & Iron Co. was at one time 
an important naval shipbuilding firm. Recently it 
has not done any construction for the Admiralty, 
and early this year the entire ordinary capital was 
acquired by Vickers-Armstrougs. 

J. Stone & Sons should perhaps he mentioned as 
one of the principal suppliers of propellers for naval 
ships and the Yorkshire Tube Co. should be noted as 
sometimes supijlying boilers. 

Vickers-Armstrongs, Beardmore, Cammell Laird, 
John Brown Group. 

Though the interconnection of the steel interests 
of this group has been dealt with in some detail, 
close examination of these firms has been postponed 
until the conclusion of this survey of the armament 
firms. 

It will be seen that this group includes all the 
makers of armament steel with the exception of 
Hadfield and Hadfield only makes shells, bombs and 
castings for gun turrets, etc. Hadfield is, moreover, 
closely connected through its steel interests with the 
Vickers- John Brown group. This group also includes 
most of the important naval shipbuilding firms. It 
includes all the makers of heavy ordnance and of 
torpedoes and warlike accessories for ships of war. 
It is important to note also that this group extends 
into the aircraft industry, Vickers having subsidiary 
companies of Vickers Aviation and the Supermarine 
Aviation, Armstrong Whitworth sharing in the 
control of the Armstrong Siddeley Development Co. 
which controls Armstrong Siddeley Motors, Sir W. 
G. Armstrong Whitworth Aircraft, A. V. Roe and 
Air Service Trading. 

With the exception of two of the aircraft firms, 
Babcock & Wilcox, Yarrow, and Thornycroft, this 
group of armament firms are the only British arma- 
ment firms to have important foreign armament 
interests. 

Vickers and Armstrong 'Whitworth Securities are 
very closely linked together. Armstrong Whitworth 
Securities has certain civil interests represented by 
Craven Bros. Armstrong Construction, etc., but one 
of its main interests is its investment in Vickers- 
Armstrongs, the main armament manufacturing com- 
pany in England. The undertakings of Vickers- 
Armstrongs can again be subdivided into civil and 
military interests. Through the Securities Manage- 
ments Trust, Vickers-Armstrongs together with Arm- 
strong Whitworth Securities control the Lancashire 
Steel Corporation which, in its turn, controls a num- 
ber of iron and coal companies. These undertakings 
can all be regarded as purely civil. Vickers-Arm- 
strongs also, in its shipyard and engineering shops 
undertakes a certain amount of civil shipbuilding 
and engineering. At present Vickers-Armstrongs is 
building at Barrow two passenger steamers of 24,000 
tons gross and a turbine steamer of 15,000 tons gross. 
The main interests however of the Vickers-Arm- 
strongs group are in armaments. It controls the 
Thames Ammunition Works, which is said by the 
Vickers directors to be mainly engaged on the manu- 
facture of civil explosives, hut which does no doubt 
produce armaments, and the Whitehead Torpedo Co. 

Abroad Vickers-Armstrongs owns Vickers (Ireland) 
whose interests are mainly civil, and the Placencia 
de las Armas in Spain which is an armament firm 
pure and simple, manufacturing ordnance and small 
arms. It is interesting to note that Sir Basil 
Zaharoff is a director of this firm. 

Vickers-Armstrongs has also innumerable invest- 
ments in civil and arms firms abroad. The most 
important of these are its investments in Resitza, 


the Roumanian armaments works ; its imrticipa- 
tion in the Japanese steel works, part of the great 
Mitsui concern the chief armament factory of Japan; 
its interest in the Italian armament works 
Vickers-Terni (believed to be about 25 per cent.) 
and its interests in the Spanish Sociedad de Con- 
struccion Navale. This latter company is the 

greatest naval shipbuilding enterprise in Spain. As 
was shown at the American Arms Inquiry it is 
closely linked hy agreements and trading arrange- 
ments with the Electric Boat Coinjiany whose 
European licensees are Vickers-Arm.strongs. Com- 
mander Sir Charles Craven sits on the board of 
the Sociedad as deputy chairman. 

The English Steel Corporation, which manufac- 
tures Vickers’ armament steel is controlled by 
Vickers but Cammell Laird participates in the share 
capital of this concern. Though an armament firm, 
Cammell Laird has now no steel works of its own, 
all of its former armour plate and armament works 
having been transferred to the English Steel Cor- 
poration. The link between Vickers-Armstrongs and 
Cammell Laird is made stronger by the amalgama- 
tion of their iron and coal and railway wagon and 
rail businesses in the Metropolitan Cammell Carriage 
and Wagon Co. (recently reorganised) which is con- 
trolled by Vickers-Armstrongs with particii>ation in 
the management by Cammell Laird. 

Thus Armstrong Whitworth Securities, Vickers 
Ltd. and Cammell Laird are all very closely bound 
together. However, it should be noted that Vickers- 
Armstrongs and Cammell Laird, though amalgamated 
for the purpose of producing armour plate, and 
armament steels, are in theory independent and com- 
peting naval shiphuilders and that Vickers and 
Armstrong Whitworth Securities, though they are 
amalgamated for the greater part of their arma- 
ment activity, are nevertheless, competitors in so 
far as the aircraft industry is concerned. 

Vickers as distinct from Vickers-Armstrongs, con- 
trols a number of companies. Among these should be 
noted Vickers Aviation which in its turn controls 
the Supermarine Aviation, Cooke Troughton <fc Sims 
which manufactures, among other things, sights and 
optical appliances used in warfare, and a number 
of finance comiDanies whose objects it is difficult to 
ascertain. Among these should be noticed the 
Broadway Finance and Investment Co. which is 
sometimes found holding shares and lending money 
to firms in the Vickers-Armstrongs group. 

Vickers has also invested heavily in William 
Beardmore & Co. It holds 108,000 second pre- 

ference shares and appears to be among the largest 
of the debenture holders in that firm. As Beardmore 
is controlled hy the debenture holders and by -the 
preference shareholders, this puts Vickers in a very 
strong position with regard to the control of a 
nominally competing armaments firm. 

Thus, though Armstrong Whitworth Securities, 
Vickers, Cammell Laird and Beardmore appear to 
be competing in certain branches of the armaments 
industry, they are in fact so closely linked together 
that it is impossible to describe them as independent 
firms. 

John Brown & Co. stands slightly outside this 
group and its connection with Vickers is not so 
close as that of Armstrong Whitworth Securities 
or Cammell Laird. 

It has already been noted that the steel interests 
of Firth Brown, a subsidiary of John Brown & Co., 
are closely linked up with the English Steel Corpora- 
tion (uniting the steel interests of Cammell Laird, 
Armstrong Whitworth Securities and Vickers). Firth 
Brown is linked to the English Steel Corporation 
through Firth Violcers Stainless Steels, the Electrode 
Company of Sheffield, the Oughtibridge Silica and 
Firebrick Company, and was closely associated with 
the E.S.C. in the Carnforth Haematite Iron 'Com- 
pany. Further links are provided by the Miohell 
Bearing Co. and the Shipbuilders Securities. More 
interesting, however, and showing clearly the rami- 
fications of the finance of the big armament groups 
is the connection between the electrical interests 
of John Brown and of the Vickers Groiqi. 

In 1919 John Brown, Cammell Laird and the Fair- 
field Shipbuilding Company formed together the 
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English Electric which took over, among other things, 
the old Coventry Ordnance Works, up till then con- 
trolled jointly by the Fairfield Shipbuilding Com- 
pany and Cainmell Laird. Until 1930 the English 
Electric was controlled by John Brown & Co. and 
Cammell Laird continued as a very large share- 
holder. In 1930, after the reorganisation, John 
Brown was left with only 20,765 ordinary shares out 
of a total ordinary share capital of 1,443,600. But 
it seems likely that some of the directors and other 
corporations, who appear with large shareholdings 
are nominees of John Brown & Co. and of Cammell 
Laird. The main control of the company, however, 
rests with nominees of American concerns, for ex- 
ample, the Chase nominees hold 125,000 ordinary 
shares and an American director Brig. General 
W. H. Hayes holds (presumably as a nominee) 300,000 
ordinary shares. 

Vickers has also electrical interests which are 
represented by Associated Electrical Industries 
which include as subsidiaries Metropolitan Vickers 
and Metropolitan Vickers Export (the Company 
concerned in the Russian Spy trial). Out of 
4,898,000 ordinary shares, Electric Holdings Ltd., a 
Vickers subsidiary, holds 493,643. Vickers Train 
Lighting Ltd., another Vickers subsidiary, holds a 
further 50,000 and General Sir Herbert La,wrence, 
the Vickers nominee on the Board of Associated 
Electrical Industries, another 40,000. As with 
English Electric the main control of the comipany 
is held by American interests, chief of whom are 
the International General Electric Corporation of 
New York which, together with its associates sub- 
sidiaries and nominees holds just over 1,200,000 
shares. It is quite conceivable that, if it were 
possible to investigate these American interests, it 
would be found that the same financial grouips which 
ultimately control the International General Electric 
Corporation also control the interests behind the 
nominees controlling English Electric. 

At any rate, English Electric and Associated 
Electrical Industries are connected through inter- 
locking directorates. Mr. C. P. Spencer sits on the 
board of both companies. The Anglo-American 
banking firm of Higginson & Co. is closely associated 
with English Electric. One of the partners in this 
concern is Sir Guy Granet, director of Associated 
Electrical Industries. Finally, as has been noticed. 
Associated Electrical Industries and English Electric 
are connected through Dorman Long and Associates 
(China), though it should be noted that English 
Electric is not a shareholder in this concern. 

These inter-connections through the Electrical 
Industries of the various concerns, have been gone 
into at some length because they do show the com- 
plexity of the financial connections of the English 
heavy armament industry. 

There is yet another way in which firms in this 
group are connected. It sometimes happens that 
subsidiary companies belonging to the different 
groups are connected because some outside invest- 
ment company or bank lends them money or parti- 
cipates in their capital. For instance, up till 1933, 
the British and Allied Investment Corporation had 
lent money to the Darlington Forge (at that time 
controlled by Vickers-Armstrongs through the Glyn 
nominees and the Broadway Finance & Investment 
Company). The British Allied Investment Coriiora- 
tion had also lent money to Craven Bros, controlled 
by Armstrong Whitworth Securities. Mr. H. E. 
Carter, a director of the British & Allied Investment 
Corporation therefore sat on the boards both of the 
Darlington Forge and of Craven Bros. 

The Czechoslovakian armament works of Skoda 
has largo investments in the British & Allied 
Investment Corporation and the British & Allied 
Investment Corporation is the Trustee in England 
for the Skoda Debenture holders. The British & 
Allied Investments together with Skoda control the 
British Sugar Manufacturers. Skoda has the right 
to nominate the chairman of this company and the 
gentleman it has nominated is Mr. H. E. Carter, 
director of Craven Bros, and until last year director 
of the Darlington Forge. Thus iwe have the situa- 
tion that, not only is Craven Bros, connected to the 


Darlington Forge via Armstrong Whitworth 
Securities, Vickers-Armstrongs and the English 
Steel Corporation, it is directly connected via the 
British and Allied Investment Corporation which in 
its turn is connected to Skoda. Skoda is itself con- 
trolled by Schneider. 

No account of the heavy armament industry would 
be complete if it did not include some account of 
the international connections of the Vickers-John 
Brown group. 

The American connections of the electrical side of 
John Brown and Vickers have already been noted. 

In dealing with Parsons it has been shown that 
it has a foreign subsidiary in which John Brown 
and Vickers participate. 

In the same way in dealing with the steel interests 
of the group it has been shown that Vickers, John 
Brown and Hadfield often irarticipate in companies 
which have mines and interests abroad. For ex- 
ample, Vickers-Armstrongs, through the English 
Steel Corporation has shares in the S.A. le Nickel, 
the principal French nickel firm. No doubt the other 
armament firms have also shares in this concern but 
it is difficult to prove as w'e have no access to the 
books of the French firms. In 1901 the S.A. le 
Nickel joined with Vickers, John Brown & Co., 
and Beardmore to form' the Anglo-French Nickel Co. 
which, until 1931 carried on a nickel refining 
business in England. 

It has already been noticed that the English arma- 
ment firms joined in producing their steel alloys in 
the High Speed Steel Alloys and in the High Speed 
Steel Alloys Mining Co. But more significant in 
showing the international ramifications of the arma- 
ment industry is the position of the Steel Manu- 
facturers Nickel Syndicate. The Steel Manufacturers 
Nickel Syndicate contains only armament firms and 
it contains almost all the principal armament firms 
of Europe with the exception of those of the ex- 
enemy countries. It was, like the Anglo-French 
Nickel, founded in 1901. Its office has always been 
the Vickers office. Its secretary has always been a 
member of the Vickers staff, and until the Anglo- 
French Nickel was wound up he has usually been a 
director or secretary of that company. The share- 
holders in the Steel Manufacturers Nickel Syndicate 
when founded were Beardmore, Cammell Laird, John 
Brown & Co., Schneider, Krupp and Dillinger, or 
their nominees. Later the Terni, the Italian arma- 
ments works, the Wiltowdtza Bergbau Eissenhulter 
C.A., the French naval construction firms of St. 
Chamont and of Chatillon and the English firm of 
Hadfields joined the list of shareholders. 

In 1917 the names of Krupp, Dillinger and Wil- 
towitza were removed from the shareholders’ list and 
their shares transferred to the secretary of the com- 
pany. The present, 1936, list of companies which 
either hold shares themselves or hold through 
nominees is as follows ; 

Beardmore, Firth Brown, Chatillon, the English 
Steel Corporation (= Vickers, Armstrong Whit- 
worth Securities and Cammell Laird), Hadfield, 
JIarine et de Homecourt, Schneider, Terni, 
Vickers-Armstrongs, together with the secretary, 
wffio holds the shares originally belonging to Krupp, 
Dillinger and Wiltowdtza. 

The object of the Steel Manufacturers Nickel 
Syndicate is to buy nickel for the member com- 
panies, that is to say, to see that wffioever goes short 
of nickel it will not be the armament firms. 

Thus the Vickers, John Brown group is closely 
associated with the French and continental arina- 
ment firms in the control of raw materials essential 
for armament work. 

The Vickers group is also closely connected with 
the French armaments group through the other 
interests of the financiers who control the parent 
companies in the group. 

The control of the board of Vickers is closely bound 
up with the banking house of Glyn Mills, who are 
Vickers’ bankers, and who hold shares as nominees 
in Vickers-Armstrongs. Two partners of Glyn 
Mills, Sir Herbert Lawrence and Mr. A. T. Max- 
well sit on the board of Vickers. Two partners of 
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Glyn Mills also sit on tli© board of the London 
Committee of the Ottoman Bank. These two 
partners are Sir Herbert Lawrence and his brother- 
in-law Lord Hillingdon. Sir Herbert Lawrence also 
is chairman of the Anglo-International Bank, on the 
board of which sit three other dii'cctors from the 
London Committee of the Ottoman Bank. The con- 
trolling block of shares in the Anglo-International 
Bank stands in the name of Sir Herbert Lawrence, 
Sir Otto Niemeyer (incidentally a director of 
Vickers- Armstrongs) and Sir Peter Bark (a former 
Czarist Minister of Finance). 

Thus, the chairman of Vickers, Sir Herbert Law- 
rence, is also one of the most important partners in 
Glyn Mills and is chairman of two very important 
Anglo-European Banking concerns, the London Com- 
mittee of the Ottoman Bank and the Anglo-Inter- 
national Bank. Sir Herbert Lawrence is also 
chairman of the Bank of Roumania, which is an 
offshoot of the Ottoman Bank. 

The Paris Committee of the Ottoman Bank is 
closely linked to that group of companies and banks 
which is dominated by Schneider. Mr. Horace Finaly, 
who is popularly reputed to be the power behind the 
Comite des Forges, sits on the board of both the 
Paris Committee and of the Banque de I’Union 
Parisienne, whose relation to Schneider is roughly 
similar to that of Glyn Mills to Vickers. M. J. de 
Neuflize sits both on the board of Schneider and on 
the Paris Committee. Three members of the Paris 
Committee, M. J. de Neuflize, M. F. Mallet, and 
Baron Hottinguer sit on the board of the Union 
Europeene, which is a company controlled by 
Schneider w'hich controls Schneider’s heavy steel and 
armament interests abroad. There is thus a very 
close connection between the Paris Committee of the 
Ottoman Bank and Schneider. The Paris Committee 
and the London Committee are closely associated over 
a number of joint enterprises, among which may be 
mentioned, as well as the Bank of Roumania, the 
British-French Discount Bank. The London Com- 
mittee is closely associated with Vickers. Sir 
Herbert Lawrence is chairman of both, Mr. A. J. A. 
Jameson sits on the board both of the Ottoman Bank 
and of Vickers, Sir Guy Granet is on the board of 
Associated Electrical Industries and the Ottoman 
Bank. The link between Vickers and the Ottoman 
Bank is strengthened by the fact that besides Sir 
Herbert Lawrence another director of Vickers’ bank, 
Glyn Mills, is on the board of the London Committee. 

The Anglo-International Bank is equally linked to 
the Ottoman Bank, with whom it shares four direc- 
tors, and with Vickers, whose chairman is also its 
chairman. As has been noted, the control of the 
Anglo-International Bank is in the hands of three 
persons, one of whom is chairman of Vickers and of 
Vickers-Armstrongs, another of whom is a director 
of Vickers-Armstrongs. Among the concerns in which 
the Anglo-International Bank has large interests is 
the Anglo-Czechoslovak and Praguer Bank. Two 
directors from the Anglo-International Bank sit on 
the board of the Anglo-Czechoslovak. Among the 
other directors of the Anglo-Czechoslovak is Mr. 
H. E. Carter, whom we have met as a director of 
Craven Bros, as a former director of the Darlington 
Forge, as managing director of the British and Allied 
Investment Corporation, and as a nominee of Skoda 
as chairman of British Sugar Manufacturers. 

Among other directors of the Anglo-International 
Bank is Major Julian Day, a former United States 
subject, who is one of the two managing partners 
of Dawnay Day, a private bank. The other manag- 
ing partner in this concern is General Dawnay, 
chairman of Armstrong Whitworth Securities and 
deputy chairman of Vickers-Armstrongs. 

Thus, the Anglo-International Bank is directly 
connected to Vickers Ltd. through Sir Herbert 
Lawrence who is chairman of both companies. It 
is directly connected to Vickers-Armstrongs through 
Sir Otto Niemeyer who, though not a director of the 
Anglo-International Bank is, nevertheless, one of 
three persons who hold the controlling block of 
shares. The Anglo-International Bank was directly 
connected with the English Steel Corporation sub- 
sidiary, the Darlington Forge through Mr. H. E. 


Carter. It is still directly connected to the Arm- 
strong Whitworth subsidiary Craven Bros, through 
him. It is indirectly connected to Armstrong Whit- 
worth and to Vickers-Armstrongs through Major Day 
and Dawnay Day. 

Finally, as an example of the very close relation- 
ships which exist between the Vickers group and the 
Ottoman Bank and the Anglo-International Bank, 
it may be stated that between 1929 and 1933 all the 
shares of the Broadway Investment & Finance Co. 
stood in the names of two officials of the Anglo- 
International Bank. Notwithstanding this the direc- 
tors of the Broadway Finance &■ Investment Co. 
were not directors or nominees of the Anglo-Interna- 
tional Bank but were the directors of Vickers. 

To sum up. Vickers and, to a lesser degree, Arm- 
strong Whitworth Securities and Glyn Mills 
(Vickers’ bank) are very closely connected with the 
Anglo-International Bank and with the London Com- 
mittee of the Ottoman Bank. The London Com- 
mittee of the Ottoman Bank and the Anglo-Interna- 
tional Bank are themselves closely connected by four 
interlocking directorates. The counterpart of the 
London Committee of the Ottoman Bank, the Paris 
Committee is very closely connected through inter- 
locking directorates with the group of banks and 
finance companies associated with Schneider. The 
Anglo-International Bank is interested in banking 
houses in Czechoslovakia, Hungary and Poland 
where the subsidiary firms and interests of the 
Schneider group is greatest. The Ottoman Bank con- 
trols the Bank of Roumania in which country both 
Vickers and Skoda have important interests. 

Secondly, through the British and Allied Invest- 
ment Corporation, Armstrong Whitworth and 
Vickers-Armstrongs have been indirectly linked with 
Skoda which is a subsidiary of Schneider. 

Thirdly, through the Steel Manufacturers Nickel 
Syndicate the S.A. le Nickel and the Anglo-French 
Nickel, John Brown, Hadfield, Beardmore, Vickers, 
Cammell Laird and Armstrong Whitworth have all 
been connected with the French and European arma- 
ment firms. 

Fourthly, Vickers and Armstrong Whitworth 
Securities, through their control of Vickers-Arm- 
strongs, have investments in many foreign armament 
firms, of which probably only a few are known. It 
is certain however that Vickers-Armstrongs has in- 
vestments in the Sociedad Construccion Navale of 
Spain, in which it is thought that Krupps has also 
investments It has investments in the Japanese 
steel works in which Schneider has also interests, 
and there are others including the unexplained firm 
of Vickers-Schneider about which the chairman said 
at the last Vickers meeting there was a plan to form 
such a company but that it fell through. 

Summary. 

The Heavy armaments industry falls into three 
main divisions — 

(1) the making of armour plate, armament steel, 

and ordnance ; 

(2) naval shipbuilding ; 

(3) small arms. 

A fourth division might be given for tanks, but as 
they are made only by Vickers-Armstrongs, they can 
be conveniently considered under the first head. 

The firms under the first head are : ■ — • 

The English Steel Corporation (which is com- 
posed of Vickers Ltd., Armstrong Whitworth 
Securities, and Cammell Laird). 

John Brown & Co. and its subsidiary Thos. Firth 
and John Brown. 

William Beardmore & Co. (controlled by 
Vickers). 

Hadfield. 

Of these the English Steel Corporation and John 
Brown are by far the most important, for everything 
except armour piercing shells which are almost ex- 
clusively made by Hadfield. All these four firms 
are bound together by subsidiary companies seeking 
for raw materials and John Brown and Vickers are 
further linked by the amalgamation of their stain- 
less steel interests. 
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In the second class the number of firms is rnuch 
greater. They can, roughly speaking, be divided 
into three classes, those which build ships of all 
sizes, those which confine themseNes to marine 
engines and those which specialise in lighter craft. 
Among the first class are found in addition to 
Vickei's-Armstrongs, John Brown and Cammell Land; 
Scott’s Shipbuilding & Engineering Co., which is now 
for xiractical purposes exclusively an armament firm, 
only to-day building ships for the Navy ; the Fair- 
field Shipbuilding Co., controlled indirectly by Klein- 
wort; and Swan Hunter & Wigham Richardson. 
Also in this class are Harland & Wolff and B. & W- 
Hawthorn Leslie, which occasionally build for the 
Admiralty. 

In the marine engineering class are only four im- 
portant companies: The Wallsend Shipway & 

Engineering Co., which obtains only comparatively 
small order and is controlled by Swan Hunter & 
Wigham Richardson; William Beardmore & Co., 
which is closely connected with Vickers; Parsons 
Steam Turbine Co., related to Vickers- Armstrongs ; 
and Babcock & Wilcox boiler makers, which is an 
international firm with subsidiary companies in every 
country. 

In the third class are John I. Thornycroft & Co., 
which specialises in destroyers and light craft for the 
Admiralty, and which at the moment is practically 
only building ships for the Navy, but which also 
does large motor bus and tractor business; Yarrow 
& Co., which is practically only building boats for 
the Navy at the moment and which has also im- 
portant marine boiler works ; J. Samuel White, 
whose orders at the monieiit are practically OTnfaned 
to work for the Admiralty and the Polish Govern- 
ment; and Alec. Stephens & Sous, which does a cer- 
tain amount of civil work but tlie majority of whose 
construction at the moment is for the Admiralty. 

In the third class of small arms the most important 
producers are Vickers-Ariiistroiigs, the Birmingham 
Small Arms Co., the Projectile & Engineering Co., 
and the groups represented by the Gunmakers 
Association. Through subsidiary firms the Birimng- 
ham Small Arms Co. is connected .with the High 
Speed Steel Alloys and thus with Vickers and the 
other armament firms. 

Thus by far the most important firm in the heavy 
armammit industry is Vickers which has drawn into 
its orbit Armstrong Whitworth Securities, William 
Beardmore, Cammell Laird and John Brown. Ihis 
group, together with Hadfield, controls the output 
of steel for armament purposes and the members of 
the group dominate the naval shipbuilding and the 
small arms trade as well as monopolising the ordnance 
and armour plate business. Through the Anglo- 
International Bank and the Ottoman Bank Vickers 
is closely linked up with Schneider and the French 
armament group. Through their mvestmente abroad 
the Vickers group is further connected with foreign 
armament firms and in order to obtain certain raw 
materials essential for armament work, Vickers and 
other members of this group have amalgamated their 
raw material interests, and have combined to obtain 
these raw materials with French and Italian 
armament firms. 

CHAPTER 3. 

The CnEMicAL Industry. 

(1) Introduction. 

(2) The Manufacture of Chemical Warfare Agents. 

(3) Explosives, Ammunition and Intermediates. 

(4) The Existing Organisation of the Chemica 

Industry. . 

(6) The Industry of Defensive Measures against Gas 

Attacks. 

(6) Bibliography. 


(I) Introduction. 

The Chemical Industry and the Supply of War 
Material. 

The Royal Commission on the Private Manufacture 
of and Trading in Arms is required, under its terms 


of reference, to consider the practicability and de- 
sirability of the prohibition of the private manu- 
facture of war material, and the institution of a 
State monopoly of such manufacture and trade, and 
to examine the present arrangements in force in the 
United Kingdom relative to the control of the export 
trade in war material. 

The problem in this chapter is to apply 
these principles to the Chemical Industry in its 
relation to war material. It is impossible to give 
a complete analysis of this vast industry within the 
limits of this memorandum which has been dratted 
as an introduction, and as an indication of the pro- 
blems which the Royal Commission is considering. 

The Chemical Industry manufactures two mam 
groups of war material, namely explosives and 
poison gases, and since the emphasis upon the 
efficacy of these mediums should serve to show the 
importance of any change Which may reduce the 
risk of war, the efficacy of poison gases may be 
suitably described at this stage. 

It is diflttoult to calculate the actual effect of a 
bombardment with poison gases; data are not easy 
to obtain, and lethal dose rates are based upon 
animal, not human life. However, those gases 
which are lethal for animals are also lethal for 
human beings, the chief differences being the larger 
dosage required for humans. In addition, there are 
numerous physical factors such as wind, which will 
disturb the gas layers, or they will diffuse with 
varying rajiidities. A cloud of gas would be mors 
concentrated at bomb discharge points than on the 
fringes of such explosion and the gas, being denser 
than air, may be more concentrated in lo,w lying 
land. 

For the purpose of estimation of the effect of the 
gas, it may be assumed that a flat surface of one 
square mile is to be covered with a blanket of gas, 
twenty feet thick, without the complications of all 
the incalculable factors. It should be clearly under- 
stood that these circumstances are impossible of 
attainment, and that air movement is bound to 
reduce the effectiveness of the gas. It is, however, a 
common practice in scientific work to make bamc 
calculations of this sort in order to compare the 
relative effects by different gases, etc. ■ , 

Now a lethal dose required to kill a dog in thirty 
minutes is, for two well-known war gases, as 

follows : — , ■ r • 

Phosgene — 0-3 milligrammes per litre of air. 
Lewisite — 0-05 milligrammes per litre of air. 

From this information it is calculated that 4-7 tons 
of phosgene or 0-8 tons of lewisite would, under ideal 
conditions, give a lethal dose over a square mile in 
a blanket twenty feet deep. , i 

The following calculations illustrate the potential 
production of poison gas in a war situation. There 
could be a production of chlorine during war time 
of over 1,000 tons per week, which chlorine could be 
used to manufacture either 1,880 tons of phosgene or 
1 395 tons of lewisite. This amount of lewisite under 
the conditions detailed above would cover about 
1,750 square miles of ground, being an area 50 miles 
long and 35 miles wide. Figure 5 gives these 
relations and some idea of the number of bombing 
planes of 5,000 lbs. carrying capacity necessary tor 
this experiment. Any reasonable factor for the 
incalculables or for the difference in ethal dose 
between man and animal may be assumed. But the 
deadliness of this warfare will still be apparent. 

In considering the lethal effectiveness of gases note 
should be made of the fact that mustard gas, lewisite 
and arsenious dusts are persistent, and not easi^ 
disturbed, as are chlorine, phosgene and the nitr^ 
genoiis gases. There is little true protection for the 
civilian population. Mustard gas and lewisite act 
upon the skin, and cumbersome complete 
tertion is necessary. Filter gas masks can be made 
capable of dealing with most of the 
but sneezing gas in certain ^ 

penetrate. In any case, if the concentration is great 
there may not be sufficient oxygen present to sustain 
Se an” therefore portable or fixed qxygen inh^rs 
are necessary for complete protection. 
equipped for the protection of the civilian popula- 
tion, bomb proof and equipped with oxygen 
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apparatus would cost an enormous sum, probably £50 
per bead of the population in our cities. 

All talk of civilian protection in cities is talk only, 
unless each human being is possessed of a gas mask, 
and has an oxygen equipped bomb proof shelter, with 
artificial ventilation and filters within one hundred 
yards of his home. Even then, the destruction of the 
cities by incendiary and high explosive bombs 
means that all essential services may have ceased 
to exist. Thus the “ safety ” of the gas proof shelter 
is only left for a city destroyed by aerial bombard- 
ment. 

Such are the nature of the possibilities of chemical 
warfare, and such the urgency of stabilising peace. 

The general expansion of the chemical industry 
since 1918 has increased its war potential. The 
explosives section of the industr 3 ' has likewise ex- 
panded, many of the intermediates, and particularly 
the relatives of the explosives proper, having far 
greater pacific markets than was the case. Inter- 
mediates are essential compounds required at various 
stages before the final product can be produced. 
Great profits are made in this branch, and particular 
regard should be paid to the fact that the exports 
of military ammunition rose from 1924 to 1930 by 
32 per cent, to 50 '6 per cent, of the total manu- 
factured, whilst 20*8 per cent, of the high explosive 
manufactured by private firms is exported. 

This analj-sis of the chemical industry takes 
cognisance of the fact that the major basis for poison 
gases, chlorine, is a product with legitimate pacific 
uses, and that the intermediates and even the rela- 
tives of war explosives, are industrial needs. The 
industry is bound together fairly closely, and the 
points of possible diversion are debatable, but an 
attempt is made to show the most practicable forms 
of diversion, either for state control or for licensing 
of exports. 

The order in the following sections is as follows : — 
The first section deals with the manufacture of 
chemical warfare agents, poison gases and the like, 
with fairly full detail of the chlorine position, and the 
second section with the explosives, the intermediates 
and the position of the towns’ gas, coke oven and 
dyestuffs industry in relation thereto. Later this in- 
formation, preceded by a survey and a description of 
the existing organisation of the industry, is used as 
the basis of the problems which it is argued are essen- 
tial for consideration by the Royal Commission. 

The chemical industry is one which by the rapid 
advancement of scientific knowledge has become the 
backbone of all military effort, able within the law 
to deal in implements of warfare capable of the 
destruction of our civilisation, and supplying those 
means in vast quantities to the storm centres of the 
world. Its activities are encouraged by governments 
because of the increased war potential placed within 
their borders consequent upon that trade, but the 
industry is left to use its own means of securing its 
markets for these war products. 

(2) The Manufactubb of Che-mical Wakfaee 
Agents. 

(Poison gas and the like.) 

The manufacture of chemical warfare agents de- 
mands the existence of a heavy chemical industry, 
which is more important for this purpose than the 
fine chemical industries. These heavy chemicals are 
such substances as sulphuric, nitric and hydro- 
chloric acids, liquid chlorine, bleaching powder, 
caustic soda and soda ash. 

The details of the manufacture of these materials 
are given elsewhere in this paper but it should bo 
stated that the primary raw materials are : — 

Coal, 

Limestone, 

Salt, 

Sulphur or sulphur compounds, 

given these, and the necessary agricultural resources 
to yield alcohol, not only the important marketable 
chemicals can be produced (both organic and in- 
organic) but also most of the important war gases. 
The only additions to this list to make it complete 


for war gas manufacture are white arsenic and 
bromine. 

The resources of our country are ample for coal, 
limestone and salt production. We import sulphur 
from America and Italy or in the form of iron 
pyrites (iron sulphide) from Spain. 

The immediate raw materials or industrial 
chemicals required, are listed below: — 

Common salt, 

Chlorine, 

Carbon monoxide. 

Bleaching powder. 

Picric acid. 

Sulphur chloride. 

Ethylene or Alcohol, 

Acetylene, 

Arsenious oxide. 

Benzine, 

Methyl Sulphate, 

Bromine, 

Sodium nitrate. 

Sulphur Dioxide, 

Hydrochloric acid. 

All these materials have great pacific uses, or 
are used in the manufacture of pacific industrial 
materials. 

Some of the poison gases have legitimate pacific 
uses, for example clilorine, which is dealt with in 
detail under the heading of “ The production of 
chlorine ”. 

The demand for war-time poison gas manufacture 
is shown in Schedule I which is the detail of output 
of the Edgware Arsenal, U.S.A., for 1918.* 

SCHEDULE I. 

Schedule of Production 1918. 


Edgware Arsenal, U.S.A. 


Jttaw Materials. 



Material. 

Weight Lb. 

1. 

Salt ... 

17,358,000 

2. 

Bleach 

42,384,000 

3. 

Picric acid ... 

3,718,000 

4. 

Sulphur 

24,912,000 

5. 

Sulphur Chloride 

6,624,000 

6. 

Alcohol 

3,718,000 

7. 

Bromine 

238,000 

8. 

Benzyl Chloride 

26,000 

Production and Shipments. 




Material. 

Production 

Shipped 



Lb. 

Lb. 

1. 

Chlorine, liquid 

6,446,000 

2,976,000 

2. 

Chlorine, gaseous 

2,208,000 



3. 

Chloropicrin ... 

5,552,000 

3,806,000 

4. 

Phosgene 

3,233,000 

840,000 

5. 

Mustard gas ... 

1,422,000 

380,000 

6. 

Bromobenzyl C.yanide 

10,000 

. — . 


These outputs are fractional in comparison ivith 
our modern resources. 

Schedule II is a summary of the various ijoison 
gases and liquids known to the Chemical industry 
as being useful in war, and a detailed description 
of each gas, its manufacture from certain raw 
materials, its toxicity and commercial uses if any 
are given in detail, together with a classification 
list of these gases. 

In addition Flow Sheets P.G.2-9 (Figures 6a-6d) 
give thei manufacturing method and place of use of 
each raw material or re-agent. 

It will be obvious that from this information a 
schedule of gases can be compiled that will enable a 
licensing scheme or alternatively a scheme for state 
control to be worked out in a general fashion. 

The Classification of Chemical Warfare Agents. 

The classification of the most efficient known com- 
pounds is given below: — 

* Quoted from Chemical Warfare by Fries West 
1921 (MoGraw Hill Book Co.). 
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1. Tear gases or lachrymators. 

These are not lethal except in high concentra- 
tions, but are used for disabling by causing a 
profuse flood, of tears; 

(a) Benzyl Bromide. 

(b) Xylyl Bromide. 

(c) Bromacetone. 

2. Lung irritants (lethal). 

(a) Chlorine. 

(h) Phosgene. 

(c) Chloropicrin. 

3. Blistering gases or vesicants. 

These are intensively poisonous, but used against 
protected persons disable rather than kill. 

(a) Mustard gas. 

(b) Lewisite. 

4. Sensory irritants or sneezing gases {not essen- 

tially lethal). 

(tt) Arsenical smokes. 

5. Faralysants (lethal). 

(а) Prussic acid gas. 

(б) Sulphuretted hydrogen. 

SCHEDULE II. 

Poison gases — Summary of reagents for manufacture. 
Agent. Made from. 

1. Tear Gases. 

(al Benzyl Bromide... Benzen, Bromine. 

(b) Xylyi Bromide ... Xylene, Bromine. 

(c) Bromacetone ... Acetone, Bromine. 

2. Lung Irritants. 

(o) Chlorine ... ... Common Salt. 

(b) Phosgene Chlorine and Carbon Mon- 

oxide. 

(c) Chloropicrin ... Bleaching Powder and 

Picric Acid. 

3. Vesicants. 

(a) Mustard Gas ... Sulphur Chloride and 

Ethylene. 

(b) Lewisite Acetylene and Arsenious 

Chloride. 

4. Toxic Smokes. 

(a) Diphenyechloro - Benzene, Sodium Nitrate, 

arsine. H y d r o c h 1 o r i c Acid, 

Sodium Arsenite, 
Sulphur Dioxide. 

(b) Methyldichloro - Sodium Arsenite, Methyl 

arsine. Sulphate. 

The requirements of a lethal war gas. 

The essential requirements are : — 

(1) Must be highly toxic. 

(2) Must be capable of ready manufacture in 
large quantities. 

(3) Must be readily compressible to a liquid and 
yet be easily volatalised when the pressure is 
released. 

(4) Should be considerably heavier than air. 

(5) Should be stable against moisture and other 
chemicals. 


Survey of manufacture. 

The manufacture of these poisons is completely 
dependent upon the heavy chemical industry for 
chlorine and hydrochloric acid. The heavy chemical 
industry requires expensive plant and is not readily 
capable of expansion, but the manufacture of the 
lethal substances from organics and heavy chemicals 
is very simple and does not require more than the 
normal equipment of any chemical w'orks. 

Few of the lethal substances have any commercial 
use, therefore the complete prohibition of manufac- 
ture raises no serious industrial problems. The 
existing chemical warfare station of H.M. Govern- 
ment is quite capable of carrying out the research 
necessary, and of iireparing plans to utilise the 
existing chemical factories with trifling delay in time 
of war, so that, with exception to chlorine par- 


ticularly and in a lesser degree phosgene, the problem 
of sale prevention should not exist in the minds of 
any reasonable persons. 

The ease of manufacture from the intermediate 
materials makes it essential that all these inter- 
mediates that have a small pacific use should be most 
strictly controlled, and in some cases completely pro- 
hibited. Upon this basis the suggested schedules of 
licensing and prohibition have been compiled. 

Since chlorine manufacture is of such fundamental 
importance, a complete description is given of its 
manufacture. The memorandum aims at illustrating 
the relationship between raw materials and chemical 
products as well as the possibility of expansion of 
the industry to meet a large increased demand. A 
detailed description of the use of chlorine in the final 
stages of lethal substance production has not been 
given. 

The production of chlorine. 

The process as seen in the flow sheet. Figure 7, 
is based upon the electrolysis of brine and pre- 
supposes the existence of salt in quantity and 
of cheap power. Previously existing methods of 
manufacture of alkalis by chemical reaction used 
little power, but heat as steam, in quantity, whereas 
the electrolytic method demands a very high power 
production at a cheap rate and requires only about 
2 per cent, of the steam generated for heating pur- 
poses. The advance of the electrolytic method is 
therefore due to the technical progress of power 

production. . , . , 

Prior to the War, only one plant of this kind was 
in service in Great Britain, that being the Castner 
Kellner Alkali Co. at Runcorn, Cheshire, and it was 
from this source, and from Levinsteins, the dyestuffs 
manufacturers (both now part of I.C.I.) that much 
of the chlorine and other poison gases was supplied 
to the Allied Powers. 

Chlorine sale has been the paramount difficulty in 
the economics of the electrolytic alkali production, 
and the lack of market for its use resulted in the 
major portion manufactured being made in bleaching 
powder at a higher cost than that made by chemical 
reaction measures. It can be stated that the price 
of chlorine iiroducts was based upon the market 
price of caustic soda, which often enabled the 
chlorine product market to be beloiv production cost. 

Naturally this state of affairs was of serious im- 
portance to the electrolytic alkali manufacturers, and 
new uses for chlorine were sought. Certain develop- 
ments such as that of the artificial silk industiy pio- 
vided a great market after the AVar, and the technical 
superiority of the use of chlorine instead of bleaching 
powder led to its use as a sterilising agent, which 
use is constantly increasing. In addition the lower 
transport charge for liquid chlorine (in terms of its 
effectiveness) as against bleaching powder or bleach 
liquor, makes it commercial for users of these 
materials to manufacture bleach liquor at their own 
works, from lime and liquid chlorine. 

The export of chlorine is relatively small, there 
being difficulties of transport for reasons of safety 
and economic difficulties in the cost /usage time of 
the expensive containers, but an export trade is 
being developed and will need consideration. 

A further effort to stabilise more completely the 
chlorine position is in the manufacture of non- 
inflammable grease or oil solvents such as tfi- 
chlorethylene, which materials have their commercial 
outlet in fat extraction, dry cleaning, and the pre- 
paration of metals for painting and plating. 

A very important tendency in artificial silk manu- 
facture, cutting out the use of chlorine, will probably 
result in a reduction of output more than equal to 
any other possible commercial increment. In fact 
that reduction in the near future could result in the 
release for war purposes of a further 400 tons of 
chlorine per week, reducing the load factor of exist- 
ing plants very considerably. 

The position is further complicated by the balanc- 
ing of sales of chlorine and caustic soda. Caustic 
soda is still the primary product. It can be readily 
stored in drums in very large quantities without 
much deterioration, but if there is a high demand 
for caustic soda, then the chlorine which is still 
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turned out in the same ratio, cannot be stored in 
quantity without prohibitive capital costs. Some 
alkali manufacturers are placed in difficulty by this, 
but the largest producer, Messrs. Imperial Chemical 
Industries, Ltd., attempts to meet this situa- 
tion by diversion of the caustic soda supplies 
from its electrolytic to its chemical re-action 
branches. It can, however, be stated that the elec- 
trolytic alkali manufacturers have a normal and legi- 
timate industrial market for chlorine and chlorine 
products up to the full commercial capacity, i.e., 
60-70 per cent, of installed plant capacity. 

In addition to being an industrial material, 
chlorine is a deadly poison gas, which can he used 
directly, and in its industrial containers for war 
purposes. It is also the primary raw material for 
the manufacture of most of the chemicals used in 
gas warfare. 


Possibilities of War-time expansion of Chlorine 
Manufacture. 


It would be very difficult to carry through any 
war time expansion, in view of the high capital 
charges and the nature of the equipment required. 
In general, the plant required, and the estimated 
war time delivery period is as follows : — 

Months. 


Boilers and anxiliaries ... ... ... 10 

Turbo-alternators ... ... ... 10 

Electrical equipment ... ... ... 4 

Cells ... ... ... 8 

Compressors ... ... ... ... 4 

Caustic evaporators ... ... ... 4 

Buildings ... ... ... ... ... 4 


It will be seen that the electrical power plant 
would require even under urgency, a period of twelve 
months to put into commission, and of course full 
use of existing power generating stations would be 
made, but even so, the huge power requirements for 
this process, and the fact that the electrical energy 
if supplied from the grid system, generated as 
alternating current, would need to be converted into 
direct current, would in practice make it an almost 
super-human task to build and operate a new factory 
within one year. 

At present prices the erection of a factory to pro- 
duce 1,000 tons of chlorine per week would be about 
£3 million and require a constant electrical load of 
40,000 k.w. 

The line of development therefore would be towards 
the rapid extension of existing factories, where 
trained personnel are available for this difficult work. 
Even so, development of plant capacity would be 
slow. It should be understood that chemical pro- 
cesses such as these are continuous, and no addition 
can be made by overtime working excepting that in 
preparing plant for overhaul or repair. In time of 
stress it would he impossible to increase the maxi- 
mum output figure from 2,100 tons of chlorine per 
week to 2,500 tons without uneconomic working. 

The rational method of increasing war time 
availability would be to cut down chlorine usage in 
those industries of secondary importance in war time. 


Estimates of Chlorine production. 

The following estimates are not exact, but the 
total available productivity will be found to be 
within 10 per cent, error. 



Tons Chlorine / week. 

Tons Chlorine / 
week. 


Normal. 

Continuous 

maximum 

1918. 

Totals 

1,750 

2,100 

350 

Ratio 

5 

6 

1 


It must not be assumed that these quantities could 
be released for war purposes. The industrial demand 
would to a great extent be met with bleaching 
material from other processes, but some would be 
supplied with chlorine. Over 1,000 tons per week 


could be released for warfare, mainly at the expense 
of the textile and paper industries. 

The fact that this method of chlorine xjroduction 
is normally carried out in conjunction with that of 
hydrochloric acid and sometimes of sulphur chloride, 
both intermediates for poison gases, should be noted. 

A list is now given of the main poison gases as 
well as a brief description of their properties, the 
main raw materials and intermediates and their 
commercial uses, if any. 

Detailed Description of Poison Gases. 
Lachrymators. 

1. Benzyl and Xylyl Bromides (C^HjCH„Br., etc.). 

(а) Properties.— Both are colourless liquids boil- 
ing over 200°C. One part per million in air 
causes profuse lachrymation. 

(б) Manufacture: 

(i) Raw materials — Bromine and benzene or 
xylene. 

(ii) Method. Mix and allow reaction. 

(c) Commercial uses. — None, but bromine is used 
in the dye industry for making lead tetraethyl, 
for medicines, and for photographic chemicals. 

2. Bromacetone (CH^Br.CO.CHj). 

(а) Properties. — A water clear liquid boiling at 
127°C. 

(б) Manufacture : , 

(i) Raw Materials. Acetone and bromine. 

(ii) Method. Mix and allow reaction. 

(c) Commercial uses. — None. Acetone is used 
largely as a solvent in the manufacture of ex- 
plosives. It is also used in making chloroform. 
It is prepared (a) by passing the vapours of 
acetic acid through hot tubes containing a 
catalyst, (b) by bacterial decomposition of maize, 
and (g) from isopropyl alcohol. 

Lung Irritants. 

1. Chlorine (Cl,). 

(a) Properties. — A yellowish-green gas 2^ times 
heavier than air, soluble in water. Chlorine con- 
denses to a liquid when its temperature is re- 
duced to - 34°0 or when at normal temperature 
the pressure upon it increases to IDO lb. per square 
inch. It is marketed as a liquid under pressure in 
strong steel cylinders, or in tank-wagons. 

(b) Manufacture. — This is fully detailed in the 
special description of this important process. 
Simply the process is to electrolyse a solution of 
common salt, chlorine gas coming off at the 
positive pole. 

(c) Commercial uses . — These are fully detailed 
in the special description. Briefly, as liquid 
chlorine for bleaching and sterilising, and for 
the manufacture of bleaching powder, hydro- 
chloric acid and many organic products. 

(d) Toxicity. — Lethal dose 2i milligrammes per 
litre of air, kills a dog in J hour. 

2. Phosgene (COCl,). Carbonyl Chloride. 

(а) Properties. — A colourless gas; liquifies at 
8°C. Odour suggestive of green corn or musty 
bay. Is 3^ times heavier than air. Extremely 
poisonous 25 parts volume in one million parts of 
air is fatal. It is marketed in steel cylinders, at 
a pressure of 20 lb. per square inqh and normal 
temperature. 

(б) Manufacture: 

(i) Raw materials. Chlorine and Carbon 
Monoxide. (The carbon monoxide is formed bj 
the burning of carbon in a limited air supply. 
It is also a waste product of many processes. 
It is used for many pacific purposes, such as the 
production of formates.) 

(ii) Method. CO + Cl^ = OOCl„. A mixture 
of chlorine and carbon monoxide is passed 
through a box containing charcoal, which acts as 
a catalyst. 

(c) Commercial uses . — Relatively small. Used 
for certain dyes, e.g. crystal violet. Also used 
in making synthetic essence of violets, to a smallish 
extent in making certain kinds of glass, and some- 
times for exterminating rats and moles. 
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{d) Toxicitv- — Eight times as toxic as chlorine. 

A dose of 0'3 milligrammes per litre of air kills a 
dog in 30 minutes. 

3. Chloropicrin. (CCljNO,). 

(a) Froperties. — A colourless oil boiling at 112°C. 
Insoluble in and heavier than water. A vei'y stable 
compound. Used for warfare in gas shells. It is 
a lachrj'matory as well as an irritant. 

(b) Manujacture : 

(i) Eaw materials. Bleaching Powder and 
Picric Acid. 

(ii) Method. By blowing steam through a 
mixture of bleaching powder and picric acid 
Chloropicrin passes over with the steam and is 
condensed. 

(c) Commercial uses.— These are very few though 
its use as a fumigant against insects has been 
suggested. Picric acid is ho,wever used as a dye 
and an explosive. It is prepared from benzene 
or carbolic acid by the action of nitric acid. 

X’esicants. 

I. Mustard Gas.— D i c h 1 o r e t h y 1 s u 1 p h i d e. 

(CH„C1.CHJ,S. 

(a) Froperties. — This is not a gas, but an oil 
boiling at 200°C. When pure it solidifies at 
14°C. It is almost insoluble in and heavier than 
water. 

(b) Manufacture: 

(i) Raw materials. Alcohol, sulphur and 
chlorine. From these are prepared ethylene and 
sulphur chloride which form the immediate raw 
materials for mustard gas. 

(ii) Method. — Ethylene is passed into a solu- 

tion of sulphur chloride in previously prepared 
Mustard Gas. (This is the best and British 
method.) 2CH, : CH„ + S^CL = 

(CH,C1.CH„)„S. ■ 

(c) Commercial uses. — None. Of the raw 

materials ethylene is of great use in the organic 
chemical industry, and sulphur chloride is a liquid 
used in vulcanising rubber. 

(d) Toxicity . — It is used as a vesicant, hut the 
vapour is very poisonous — about equivalent to 
phosgene. The death rate however is very low, 
with trained soldiers only being less than 1 per 
cent, of the cases treated. 

2. Lewisite or “Dew of Death”. — Chloro- 

vinyldichlorarsine (CHCl : CH : AsCL). Mixed with 
j8' — dichlorodivinylchloroarsine. This poison was 
discovered just before the armistice in 1918, but was 
not used in the war. 

(a) Froperties. — A colourless or faintly yellow 
liquid of high boiling point. 

(b) Manufacture: 

(i) Raw materials. Acetylene, arsenious oxide, 
and sulphur chloride. 

(ii) Method.— Acetylene is bubbled through a 
mixture of arsenious chloride and aluminium 
chloride, the latter being a catalyst. 

(c) Commercial uses. — None. Acetjdene is of 
great use to the organic chemical industry for 
the manufacture of acetic acid and solvents. 
Sulphur chloride is used for vulcanising and for 
artificial silk. Arsenious oxide is used for making 
catalysts, pigments, glasses and medicines such as 
salvarsal. 

(d) Toxicity . — This is a vesicant much worse than 
poison gas, since it is absorbed by the skin, rapidly 
causing death. It is also a powerful respiratory 
poison. It is six times more toxic than phosgene, a 
lethal dose being 0'05 mg/litre. 

Sneezing Gases. 

1. Diphenylchloroarsine (C,,Hj)„ASCl. Or Sneezing 
Gas or Blue Cross. 

(o) Froperties. — A colourless solid melting at 
44°C. 

(b) Manufacture: 

(i) Raw Materials. Benzine, sodium nitrite, 
sodium arsenite, sulphur dioxide. 

(ii) Method. — This is an extremely complicated 
method and series of reactions. 


(c) Commercial uses. — None, but all raw 

materials have pacific uses. 

(d) Toxicity . — This material is sent over in shells, 
and upon bursting clouds of very fine particles of 
diphenylchloroarsine are formed. These penetrate 
any gas mask, which cannot stop fine particles, 
though it can by reaction stop gases. The subject 
sneezes so badly that he must remove the mask. 
He is then killed by other gases sent over 
simultaneously. In high concentrations the sub- 
stance itself is dangerous. 

2. Methyldichloroarsene. 

(a) Froperties . — This is a liquid boiling at 132°C. 

(b) Manufacture . — The raw materials are caustic 
soda, arsenious oxide, methyl sulphate and sulphur 
dioxide. Methylsulp'hate is a valuable reagent in 
industrial organic chemistry. 

Faralysants. 

1. Prussic Acid and Sulphuretted Hj’drogen. 

Neither of these chemicals was used much during 
the War. Prussic Acid is of great commercial use 
in fumigation. Sulphuretted Hydrogen is not used 
commercially, and is not deliberately manu- 
factured. It is a by-product in certain pro- 
cesses, and could be very readily manufactured. 

These gases are those that were found to be 
the most efficacious, and capable of cheap manu- 
facture in large quantity. In fact, however, during 
the last war thirty different gases, and sixteen 
mixtures of these gases were used by the 
belligerents. 

(3) Explosives, Ammunition and Inteemediates . 
From the study of poison gases it might appear 
that the function of explosives had become a minor 
one. It is agreed that the lethal process by explosives 
alone — by the application of energy release, and the 
imparting of violent velocity to metal, and thus to 
the body — is not so modern as is the attack of 
chemicals upon the lungs of man. Even so, we have 
shown that explosives will still be needed for the 
transmission of the projectile from the gun, and for 
the shattering of the shell case to release the gases. 

In addition, however, we must make this point 
quite clear. Explosives are, in peace time, made in 
great quantities and exported to warring nations 
which have not yet advanced sufficiently in their 
civilisation to be able to control the more modern 
weapons of war. Thus they retain, for the purpose 
of this Inquiry, a greater importance than that of 
gases. 

The manufacture of explosives covers a very wide 
field of chemical effort, much of which is completely 
free from any suspicion of interest in the supply of 
armaments. These factories and processes are those 
which deal .wuth the manufacture of intermediates, 
or of materials which are near relations of those 
in the explosive groups. 

The important explosives under review are cordite, 
the propellant, and T.N.T. or tri-nitro-toluene, the 
high explosive used for filling the shell. In addition 
to these we have many other industrial and military 
explosives, but most of them are based upon the use 
of some proportion of T.N.T. 

The range of industries engaged in the production 
of chemicals which are intermediates for explosives 
is wide enough to embrace gas works, coke oven 
plants, and soap works in addition to chemical .works 
proper, and to the factories engaged in making shell. 
Even so, these industries are not armament in- 
dustries. After the last war there was a search for 
pacific uses for plant then available, particularly for 
T.N.T. plant, and cellulose nitrated to a lesser degree 
than T.N.T. is now used for a whole range of 
innocent materials such as laquers. 

Perhaps the most important result of war research 
was that of the late Professor Haber of Berlin, upon 
whom, in consequence of the German shortage of 
saltpetre, fell the task of producing nitrates from 
atmospheric nitrogen, that great reservoir of the 
explosives industry. The practicability of the method 
has led to the establishment of a large plant in this 
country and as a compliment to its importance a 
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separate descriptive section has been allocated in our 
list of manufactures, to the process of ammonia 
synthesis. 

The research made upon explosives is so complete 
as to make any great step fomvard very doubtful. 
It is unlikely that materials much more suitable to 
war purposes than cordite and T.N.T. will he dis- 
covered. 

As an illustration of the type of equipment neces- 
sary for the manufacture of cordite, which, with 
T.N.T., is the basis of the explosives industry for 
war, .we give a complete flow sheet of manufacture, 
together with quantities, from the raw materials to 
the finished product (Figures 8 and 9). This method 
of presentation serves a useful purpose in showing 
the co-ordination of the manufacture and use 
of the heavy chemicals and organics. 

The raw material quantities for the production of 
cordite, and the intermediate industrial commodities 
used are shown. The details of manufacture of 
T.N.T. (tri-nitro-toluene) are similar, and to make 
the list complete for all seriously warlike uses toluene, 
picric acid and acetone would be the only additions! 
Some conception of the scale of raw material needs 
is shown by the figures of output of H.M. Factory, 
Gretna, which produced at the rate of nearly 28,000 
tons of cordite per annum during 1918. The factory 
included in its own boundaries the whole process of 
manufacture of cordite from the raw materials. It 
was essential at that time to do so, hut in post-war 
years our chemical industry has advanced from the 
1914 level. 

It would appear reasonable to assume that any 
efficient organisation for military purposes would base 
its arsenals upon the use of the intermediate re- 
agents rather than upon the building up of an 
inelastic factory in which all the processes were 
carried through from the raw materials, unless the 
heavy chemical output could be sold in peace time 
whilst the explosive manufacture proper was in 
abeyance. Explosives cannot be stored in quantity 
over long periods without deterioration. 

The regulation pre-war cordite was named M.D. 
Cordite. Its production necessitated the use of 
acetone, the supply of which had to come from over- 
seas. R.D.B. Cordite is composed of nitroglycerin 
“ soluble ” nitrocellulose and mineral jelly, whilst 
M.D. Cordite contained “ insoluble ” nitrocellulose 
or guncotton. R.D.B. Cordite enabled ether-alcohol 
to be used instead of the scarce acetone, as the 
solvent or gelatiniser. 

The R.D.B. Cordite was evolved in the Research 
Department at V'oolwioh Arsenal, and the work 
required to make this cordite give the essential 
ballistics of M.D. so that cartridge cases, guns, etc., 
needed no alteration, is an outstanding success of 
Governmental research. 

It was this cordite that was made at H.M Factorv 
Gretna. 

Baxo material quantities for the productioxi of 
100 tons S.V.li. Cordite. 

(а) Crude sulphur 

(б) Crude saponified glycerine, 80 

per cent. ... 

(c) Crude sodium nitrate 

(d) Mineral jelly 

(e) Alcohol 

(/) Raw cotton .waste 

(g) Soda ash 

(h) Coal (process only) 

(i) Iron ore 

(;■) Caustic soda 

(/c) Stassfurt black 

(1) Electrical energy ... 

Intermediate industrial commodities produced and 
used in the process. 

(a) Sulphuric acid. 

(b) Nitric acid. 

(f) Nitre cake — rejected. 

(d) Diethyl ether (C.H,),0. 

(c) Refined glycerine. 


tons 42-7 


24-1 
110-4 
6-2 
60-0 
36-0 
3-1 
106-1 
286 
„ 69 

„ 18 

Kwh. 165,000 


lbs. 


Trinitrotoluene: T.N.T. 

This explosive is the safest one in use as a high 
explosive, as distinct from cordite, which is a pro- 
pellant. It is much more* insensible to detonation 
than is picric acid, which it has largely rejjlaced. 
Figure 10 shows the ijrooess of manufacture in 
relation to the coal gas and dyestuffs industries, and 
from that diagram the derivation from coal tar of 
both toluene and xylene (used for tear gas) makes 
clear the importance of the gas industry to warfare. 

This industry is not of course concerned .with muni- 
tion manufacture, but supplies the intermediate 
organic materials, whilst the dyestuffs industry uses 
those intermediates for the manufacture of its final 
products. 

In addition to its use as a final material, T.N.T. 
is mixed with other ingredients, such as ammonium 
nitrate, potassium chlorate, starch, wood meal, 
aluminium wool, resin, lead nitrate, and even castor 
oil, whilst D.N.T. or dinitrolene is also used as an 
explosive. 

Quantities axxd cost of production. 

H.M. Factory, Gretna, produced in the six months 
ending 29th June, 1918, 13,884 tons of cordite at an 
estimated value of £3,000,000 (£260 a ton, 2s. 4d. 
a lb.). 

H. M. Factory, Queen’s Ferry, produced in 1918 
100 tons of T.N.T. per day, or 35,000 tons per 
annum. 

The following table shows Bintish manufactures of 
explosives in. H.M. Factories during the last war. 

Tons. 

Picric acid 68,500 

Trinitrotoluene ... ... ... 238,000 

Ammonium nitrate ... ... ... 378,000 

Cordite 139,000 

Notes on various explosives. 

I. Black gunpowder which is omitted from our 
schedule has the following composition: — 

Fer cent. 

Potassium nitrate ... ... ... 75 

Sulphur ... ... ... ... ... 10 

Charcoal ... ... ... ... ... 15 

It is now practically obsolescent for military use. 
The ballistic power of gunpowder is a quarter that 
of cordite. 

2. The number of available explosives is immense, 
and the majority have industrial uses, particularly in 
quarrying and mining operations. It would be im- 
possible, outside of a full book on this subject only, 
to specify them all. These explosives will vary in 
their ballistic power, being some safeguard against 
their use as military propellants, which in conse- 
quence of the necessity of standard effectiveness, are 
limited. Apart from proi^ellant use, however, all of 
them are suitable for destructive warfare. 

A few of the more important explosives aro here 
named : — 

(1) Sodium nitrate mixtures. 

(2) Barium nitrate mixtures. 

(3) Potassium nitrate mixtures. 

(4) Ammonium nitrate mixtures (electronite, 

ammonite, etc.). 

(5) Chlorate mixtures. 

(6) Perchlorate mixtures (permonite, cheddite. 

etc.). 

(7) Nitrotoluenes (T.N.T., etc.). 

(8) Nitrophenols. 

(9) Picrates. 

(10) Nitroglycerines. 

(11) Dynamites (nitro-glycerine with various 

earths). 

(12) Nitro-colluloses. 

(13) Guncotton. 

(14) Fulminates. 

(15) Nitro-starches, etc. 

Commercial xises of cellulose nitrates. 

It is the degree of nitration which determines the 
value to the explosives industry of cellulose nitrates, 
and there is practically no pacific use for a com- 
pound of over 12 per cent, of nitrogen. Almost any 
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highly purified cellulose is suitable for nitration (in 
other words almost any vegetation), but in practice 
cotton linters have been found to bo the most suit- 
able for laquers, explosives, etc., but there is no 
inherent improbability of wood pulp or of other pure 
cellulose being employed, as is the case in artificial 
silk. 

The earliest use of cellulose nitrate was for ex- 
plosives and in its more highly nitrated forms, but 
modern uses of lower nitrated mediums — the so-called 
pyroxalines, collodions, and photographic nitro- 
cellulose — is giving a rapidly increasing market. The 
range of degree of nitration is from 14-16 per cent, 
downwards to 11-1 per cent. 

Excepting for smokeless powder, the dry cellulose 
nitrates have few applications. 

The cellulose nitrate formulaes are: — 

C,, H,, 0„ (NO3), - 
C3. H,. 0„ (NO3), - 
C„ H^o 0,„ (NO,).. 

C„ 0. (NO,)., 

C„H„0, (NO,)., 

Nitro celluloses are used in the following 
industries : — 

(1) As laquers in all industries using protective 

paint coatings. 

(2) Artificial and synthetic camphors. 

(3) Paint removers. 

(4) Imitation leather and fur. 

(6) Gas mantles. 

(6) Silks. 

(7) Celluloid. 

(8) Plastics and resins. 

(9) Medical use of collodion compounds. 

(10) Photographic use of collodion compounds 
and many similar uses. 

Intermediates for explosives. 

Sulphuric acid or oleum. (HjSO,). 

This acid is of immense importance in explosive 
manufacture and general industries. 

It is worth while to note that this material, origin- 
ally made from imported sulphur or from pyrites is 
now increasingly manufactured from spent oxide (gas 
works) and zinc concentrates. The imports and con- 
sumption are as shown in the following table : — 


Imports, etc., U.K., July, 1926 — June, 1927. 


Materials. 

Import. 

Consump- 

tion. 

Per 

cent, as 
sulphur. 

Per 

cent, as 
sulphur 
in 1914. 


Tons. 

Tons. 



Pyrites 

244,000 

235,000 

46-3 

89-0 

Sulphur 

870,750 

58,000 

23-0 

0-3 

Spent oxide ... 

— 

120,000 

24-0 

10-6 

Zinc concen- 
trates. 


66,765 

6-7 

0-15 


The oleum (strong sulphuric acid) output was in 
1918 at the rate of 11,500 tons per annum, which 
was the main source of British output. In addition 
the plant capacity for 20 per cent, oleum in Great 
Britain had been increased from 25,000 tons/annum 
in 1914 to 450,000 tons/ annum in 1918. 

We are thus coming to rely on our own resources- 
to a greater extent. The market for sulphuric acid 
is not an increasing one, but in this country, par- 
ticularly on the initiative of I.C.I., the largest sul- 
phuric acid plants, particularly those at Oldbury, 
have been eucteirded and modernised. The plants in 
this country are operating at about 60 per cent, of 
capacity, which is a reasonable commercial load 
factor. 

Probably 50 per cent, of the output is now used in 
conjunction with ammonia for fertiliser manufacture. 

The increase in plant capacity which would be 
required in war time, would in common with the 
other heavy chemical industries, depend upon diver- 
sion of products and overload capacity, but there 


appears to be a decline in the use of sulphuric acid 
of late years. 

In 1930 the quantity of crude glycerine available to 
the explosives industry is stated in the Final Report 
on the Fourth Census of Production to be 256,000 
cwts. as against 68,000 cwts. in 1924, an increase of 
387 per cent. 

Glycerine is a by-product of soap manufacture 
and is manufactured in the main by Lever Bros. 
(Capital £70,000,000.) 

Picric Acid. — Phenol is sulphurated resulting in 
phenolsuphonic acid and nitrated by addition of 
strong sulphuric and nitric acids. Picrates are too 
dangerous to handle and relatively little would be 
used in future wars. 

Alcohol is obtained by the distillation of the 
fermented wash liquor or mash of any vegetable sub- 
stance. Many substances are employed, such as rye, 
barley, potatoes. Ethyl alcohol is required for ex- 
plosives manufacture, and in the final higher boiling 
point distillations of potato mash, i.e., in the used 
oil, about 49 per cent, by weight of ethyl alcohol is 
found. 

There was an enormous increase in the spirits 
manufacture for industry from 1924 to 1930, the 
figures being : 1924 — 696,000 ; 1930 — 6,284,000 proof 
gallons, being an increase of 900 per cent. 

The Synthetic Ammonia or Nitrogen Fixation 
Industry. 

The production of one ton of fixed nitrogen, as 
ammonia, requires the theoretical consumption of 
480 lbs. or 92,000 c. ft. of hydrogen. One third of 
this volume of nitrogen is required. The produc- 
tion of hydrogen is simple, requiring only coal for 
power and water for electrolysis, or through coal to 
water gas. The nitrogen required for the process 
is obtained from air, which is composed, ignoring 
impurities, of 20 per cent, oxygen and 80 per cent, 
nitrogen, by the elimination of the oxygen or by 
the liquifaction of air. 

The process results in the production of ammonia 
gas (NH3) which is sold either as a gas or as liquid 
ammonia, NH,OH (a solution of the gas in water), 
or is converted into sulphate of ammonia, or alterna- 
tively is oxydised to nitric oxide and nitric acid. 
This oxidation process is not economical, and would 
only be carried out for war purposes. 

During the last war the German output of syn- 
thetic ammonia reached a peak in 1918 of 650 tonnes 
per day (640 tons) or 230,000 tons per annum. The 
United States War Department’s estimate of military 
demand alone is 150,000 tons per annum for a first 
class war. 

During the last war no synthetic nitrogen plants 
were available for the Allies, the alternative source 
of Chilean saltpetre being employed. 

In war time nitrogen is required both for cordite 
and T.N.T. In peace time the main market must 
be found in agricultural fertilisers, as sulphates and 
phosphates of ammonia, though new uses are con- 
stantly being sought. 

During the last war the British Government 
attempted to inaugurate a synthetic nitrogen plant 
at Billingham. The plant was not successful and 
was afterwards sold to Messrs. Brunner Mond & Co. 
(later I.C.I.). Researches and inspection undertaken 
by the Inter-Allied Commission in Germany with 
Brunner Mond personnel (Col. Pollitt, for example) 
resulted in further knowledge, and after the setting 
up of semi-technical scale unit at Billingham, a pilot 
plant was installed at the Castner Kellner Alkali Co., 
Runcorn, which was put into commission. Upon the 
data thus obtained, the great plant at Billingham 
was designed and brought into successful operation. 

The Billingham and Runcorn plants are the only 
plants in Great Britain working on ammonia syn- 
thesis, though it must not be overlooked that 
ammonia is a by-product of gas manufacture, and 
that there is a larger output from that source than 
from synthesis. 


11 
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At the time that the plant at Billingham was 
designed most technicians in the industry were of 
the opinion that the magnitude of the proposed pro- 
duction was on a scale far too ambitiouSj and their 
view has been substantiated in practice. It would 
appear that a mistake in policy was made, as it is 
difficult to envisage in what way the Government 
could subsidise the plant equipment from loss in 
order to have the available capacity. 

The plant is at present producing at the rate of 
300 tons per day or about 110,000 tons per annum, 
but it is capable of increasing this output by about 
100 per cent. 

In common with most of the newer chemical pro- 
cesses, the chief raw material is coal, and very ex- 
pensive plant, capable of withstanding high 
temperature and pressure is called for, linking up 
this and similar processes with the demand for heavy 
steel forgings such as are required for heavy 
armaments. 

War-time capacity. 

Fortuitously, or otherwise, plant capacity in this 
case is great enough to meet an increased demand 
of 100 per cent, without additional plant require- 
ments. 

Nitrogen fixation plant costs. 

The water gas process is that usually employed, 
and these figures are based upon that process for 
the fixation of 40,000 tons N (Nitrogen) per annum, 
which plant size is as small as an economic unit 
should be. 


Division. 

£ 

I. Gas Manufacture ... 

620,000 

2. Compression and Purification 

640,000 

3. Complete Synthesis plant ... 

575,000 

4. Plant facilities and services 

920,000 

Total 

2,755,000 

Cost per ton N^ per annum ... 

69 


A similar plant, but based upon the electrolytic 
production of Hydrogen would cost : — 


Division. 

£ 

1. Gas Manufacture ... 

286,000 

2. Compression and Purification 

232,000 

3. Complete Synthesis plant ... 

490,000 

4. Plant facilities and services 

870,000 

Total 

1,878,000 

Cost per ton N, per annum 

47 


The probable cost of the ammonia synthesis plant 
at Billingham, excluding the other industries situated 
there is £12 million, the plant as a whole costing 
about £25 million. The smaller units might be 
termed “ of strategic size ”. 

The increase in manufacture of ammonium sulphate 
possible consequent upon the Billingham extension 
is shown in the following table from which it will be 
seen that the output has increased by times. 



1930. 

1924. 


Quantity 

£ 

Quantity 

£ 

Sulphate 

of 

ammonia 

Tons 

351,700 

2,120,000 

Tons 

41,000 

498,000 


From “ Fourth Census of Production (1930)” Part III, 


The Gas TForlis supplies {Toluene). 

A properly organised Tow'ns^ Gas Works is also a 
chemical works in the strict sense of that term, the 
by-products of gas manufacture being recovered’ and 
sold, these by-products being quite as important as 
the supply of gas is to the balance sheet of- the 
industry. Some of the by-products are; — 

Sulphate of Ammonia. 

Muriate of Ammonia. 

Carbolic Acid. 

Benzol. 

Toluol. 

Xylol. 

Naphtha. 

Naphthalene. 

Anthracene. 

Creosote; etc. 

Amongst these products will be seen Toluol and 
Xylol, the former necessary to the manufacture of 
T.N.T., and the latter for lachrymatory gas. These 
materials are available from most of the gas works 
and of the coke oven plants in this country, and the 
available quantities are very great, 493,000 gallons 
of Toluol being produced in 1930. 

Small Arms Ammunition. 

It is necessary to consider the manufacture of 
small arms ammunition under a survey of the 
chemical industry because, firstly the manufacture of 
the cases is practically automatic, and not an 
engineering matter, and secondly, because the 
chemical industry does in fact control this manu- 
facture. 

There is a considerable difference in the manu- 
facturing methods foi* shell cases, etc. and rifle 
ammunition. The former are usually of steel and up 
to 6" diameter can be turned on practically any 
lathe in the country, as was shown in the last war. 
Rifle ammunition manufacture is a completely auto- 
matic process in which brass strip, without further 
handling passes through all operations to the 
finished case, and is even automatically gauged for 
accurate manufacture, non-standard cases being 
rejected. 

It is advisable that the process of filling and 
finishing should be concluded in the same factory 
where the cases are manufactured, though it is not 
strictly essential, and the separation of this auto- 
matic production task is not proposed for separation 
from the explosives industry. 

The actual manufacture of the major portion of 
the small arms ammunition in this country is carried 
out iby I.C.I. Ltd. through its subsidiary company 
I.C.I. (Metals) Ltd., and mainly at the Kynoch 
factory. 

This factory o-perates in conjunction with others 
of the same group to produce a variety of non- 
ferrous metal plates, strip, tubes and wire, even the 
manufacture of the famous Zip ” fastener being 
in the same works area. 

The cartridge works is contiguous to the others, 
and the factory produces sporting ammunition in 
addition. Sporting ammunition is mainly for shot 
guns, and the whole process of manufacture is com- 
pletely different from that of rifle ammunition. Com- 
pressed paper forms the barrel of the shot gun cart- 
ridge, and even a printing works is attached to the 
plant which in addition to other works prints the 
paper for shot barrels. 

There are many co-called “ manufacturers ” of 
ammunition, but in fact there is only one supplier 
worthy of the name of “ manufacturer ”, and that 
is I.C.I. Ltd. 

It is claimed as essential to any control of the 
arms industry that small arms ammunition manu- 
facture be state controlled. The necessity for this 
is shown in the following table. 
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Small Arms Ammunition {including empty cartridge 
cases). 


Type. 

Year. 

Value. 

Exports. 

Exports. 

Increase 

in 

Exportrs 

since 

1924. 

Military 

1930 

1924 

£ 

379.000 

422.000 

£ 

192.000 

162.000 

Per cent. 
50-0 
38-4 

Per cent. 
32 

Sporting 

1930 

1924 

658.000 

712.000 

293.000 

462.000 

44-5 

64-9 



From this table it will be seen that though the pro- 
duction value of military ammunition has been re- 
duced by about 10 per cent, the exports have risen 
by 32 per cent, from 1924 to 1930. 

Considerations involved in assumption of State 

Control. 

The automatic machines used for military ammuni- 
tion are intricate and costly, and .whereas shell can 
be produced in any engineering shop, the mechanism 
for the smaller anununitiou needs special manu- 
facture. It is probable that these machines could 
be installed, and a factory be operating under .war 
conditions in about six months, if plans were already 
prepared. 

The difficulty of taking over this portion of the 
chemical industry with the explosives section onl5', 
under state control, is that the plant at present 
exists in the centre of a general works, and could 
not be efficiently operated as a separate organisa- 
tional unit under the same roof. It would therefore 
be necessar3' to transfer both machines and labour to 
a separate factory, unless the control of the chemical 
industry was adopted. 

The manufacture of small arms ammunition is not 
an essential part of the general scheme of I.C.l. 
organisation and could well be separated from the 
rest. 

(4) The Existing Organisation of the Chemic.al 
Industry. 

Chemical factories, especially dyeworks and 
factories connected therewith, can be very quickly 
adapted to the manufacture of poison gases. In the 
dyeworks many of the intermediates are themselves 
lethal chemicals, which are capable of immediate use 
in chemical warfare, whilst others are intermediates 
for the manufacture of chemical warfare agents. A 
survey of this problem is given in records of Sub- 
Commission “ A ” of the Reparation Commission of 
the Disarmament Conference. 

In addition to these questions of potential, we 
have to be cognisant of the fact that part of the 
industry is now taking great profits, not from their 
potential war utility, but from their present supply 
of explosive material. 

Since it is the duty and purpose of the Royal Com- 
mission to report on the methods of control to be 
recommended either by nationalisation, inspection, 
licensing or other means, it is therefore essential to 
consider the possibility of separating the armaments 
side of this industry from its general industrial side. 

Our problem will therefore be to separate (1) those 
industries supplying direct war material ; (2) those 
capable of immediate interchange to war material; 
(3) those supplying intermediate products to exist- 
ing armament firms ; and (4) that part of the chemical 
industry which is only indirectly related to warfare 
production. 

After consideration of these matters, the practic- 
ability of control will be discussed, and the problem 
is here complicated by the widespread control of 
certain of the large firms, who are at present engaged 
in producing explosive and pacific materials. Con- 
trol may demand a spread to include sales services 


to the pacific industries of relatives of explosives, 
and in such cases as glycerine production to the con- 
trol of soap factories, which are essentially suppliers 
for pacific uses. 

That being the case, the present organisation of 
the industry will require careful consideration before 
any practicable proposals can be matured. 

Consideration of this structure should be pre- 
ceded by a study of a work entitled A History of 
the British Chemical Indnistry by Stephen Miall 
(Ernest Benn. 1931). A concise story of the indus- 
try is here presented with authority, and the 
diagrams (Figures 11 and 12) show its past and 
present organisation, in the branches of heavy 
chemicals and dyestufiis. 

In its widest scope the industry may be classified 
as follows : — 

I. Heavy chemicals. 

II. Dyestuffs. 

III. Explosives. 

IV. Drugs and fine chemicals. 

V. Cellulose. 

VI. Metallurgy. 

VII. Gas, coke and tar. 

VIII. Paints and varnishes. 

IX. Soap. 

X. Miscellaneous products, such as: — 

(a) Cement. 

(b) Plastics. 

(c) Matches. 

(d) Water softening. 

(e) Linoleum. 

(/) Paper. 

(fif) Salt. 

(h) Glass. 

(i) Electrical accumulators. 

(j) Margarine. 

Of these, heavy chemicals, dyestuffs and explosives 
come strictly within the limits covered by the work 
of the Commission. The fermentation industry sup- 
plies industrial alcohols in quantity, but that is a 
minor part of its duty, and the ramifications of the 
manufacture and sale of beverages is its major pur- 
pose. We will therefore not consider it in detail. 

In the drug and fine chemicals branch there is 
some war potential, but it is as yet minor, and it is 
supplied with its intermediates by the heavy 
chemicals industry. Some of its factories are how- 
ever engaged in the production of stannicchloride, a 
chemical warfare agent, and such activities must 
come within our scope. 

The cellulose industry, in those branches that are 
connected with gun-cotton and cordite, collodion, 
celluloid, etc., are without our purview, whereas 
those branches engaged in the production of artificial 
silk are inextricably connected with the textile 
industry. 

Metallurgy is a practice of science with metals 
and apart from the chemical knowledge imparted 
thereto and the use of heavy chemicals, is a more 
fitting study for control in the engineering branch 
of industry. 

Gas, coke, and tar are vital commodities in the 
production of poison gases and of explosives. The 
industry does not produce those finished materials for 
sale, nor is it in any financial link-up with the 
heavy chemicals organisation, selling its products 
through its central apncy. The vast aggregate 
capital and the organisation of service to a huge 
consumption market, tends to outweigh its possi- 
bility of control within the terms of reference of the 
Commission. It must of course receive some con- 
sideration when co-ordination and licensing are 
under review. 

Paints and varnishes are only partly co-related 
to armament production. In its lacquer branch 
it uses nitrated cellulose, in some cases manu- 
factured in its own works and in others pur- 
chased as an intermediate. Consideration here there- 
fore must be in the direction of control of manufac- 
ture or supply. Certain firms solely engaged in 
paint manufacture may be allowed to continue manu- 
facture of nitrated cellulose, whilst others, operated 
by armament concerns, may be required to be placed 
under state ownership. 
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The soap industry is the supplier of glycerine for 
T.N.T. manufacture and for other peaceful purposes. 
The glycerine is a by-product and is not nitrated 
by the industry, which is primarily pacific in 
character, and has a total capital of probably £100 
million of .which £70 million is that of Lever Bros. 

Loft for our immediate consideration therefore, we 
have 

(1) Heavy chemicals. 

(2) Dyestuffs. 

(3) Explosives. 

(4) A portion of the “ Fine Chemicals ”. 

(5) A portion of “ Cellulose ”. 

(6) A portion of “ Paints and Varnishes 

We believe that it will be generally agreed that 
we have not attempted in the foregoing analysis to 
widen unduly the scope of that part of the industry 
requiring consideration. 

Now let us see who are the major firms engaged 
in these industries. 

Heavy Chemicals. 

(i) Imperial Chemical Industries Ltd. 

(ii) Charles Tennant & Co. Ltd. 

(iii) Spencer Chapman & Messel. 

(iv) The Sheflield Chemical Co. Ltd. 

(v) W. Blythe & Co. 

(vi) F. W. Berk & Co. 

Dyestuffs Industry. 

(i) Imperial Chemical Industries Ltd. 

(ii) AVilliams (Hounslow) Ltd. 

(iii) Charles Tennant & Co. Ltd. 

(iv) British Alizarin Co. 

(v) The Mersey Chemicals. 

(vi) Oxley Hird Ltd. 

Explosives Industry. 

(i) Imperial Chemical Industries Ltd. 

(ii) Vickers-Armstrongs. 

(iii) H.M. Government. 

For the sake of brevity, the lists are not complete, 
and the minor branches are unspecified, but it can 
be stated that except for fine chemicals, I.C.I. domi- 
nates the chemical industries quoted, though in 
paints and varnishes it is probably second in its 
use of nitrated cellulose to Messrs. Pinchin Johnson, 
who manufacture paint. 

Some idea of the scope of the products is given 
in the following schedule of manufactures, which 
relates to the productions of I.C.I. in which promi- 
nence is always given to pacific products, and from 
which it will be seen that no mention is made of 
explosives and ammunition probably as a matter of 
policy. 

The large number of products manufactured by 
I.C.I. companies make it possible to give only a brief 
list, of which the following are the most important. 

Acids 

Acetic 

Benzoic 

Chloracetic 

Formic 

Hydrochloric 

Muriatic 

Nitric 

Oleum 

Sulphuric 

Aluminium Chloride (Anhydrous) 

Ammonia 

Anhydrous 

Liquor (all strengths) 

Ammonium Bicarbonate 
Ammonium Carbamate 

Ammonium Carbonate (Lump and Powdered B.P. 
and Neutralising Qualities) ’ 


Ammonium Chloride 

Fine white, granular 
Grey Galvanisers crystals 
B.P. Standard 
“ Dog Tooth ” crystals 
Sublimed Salammoniac 
“ Salamac ” 

“ Voltoids ” 

Ammonium Nitrate 
Ammonium Sulphate 
Ammonium Sulphite 
Benzoate of Soda 
Benzoic Acid 
Bicarbonate of Soda 

Refined and Recrystallised B.P. Standard (All 
grades of fineness) 

Mineral Water Quality 
Bisulphite of Soda 
Bleaching Liquor 

Bleaching Powder, 35/37 per cent. 

Bleaching Powder, Tropical Quality 
Burnt Pyrites 
Calcium Bisulphite 
Calcium Carbonate 
Calcium Chloride 

Solid, broken, flake 
Calcium Superphosphate 
Carbon Bisulphide 
Cattle Lick 
Caustic Soda 

Solid, flake, and liquor, all strengths 
“ Chemic " 

Chloracetic Acid 
Chloride of Lime 
Sanitary 
“ Staboclor ” 

“ Clilorosene ” 

Chlorine (Liquid) 

Chloroform B.P. Standard 
“ Chloros ” 

Chlorsulphonic Acid 
Collodion Cotton 
Collodion Solutions 
Copper Cyanide 
Copper Hydroxide 
“ Crex ” 

Dibutyl Phthalate 
Dichlorethylene 
Disinfectants 
Dyestuffs 

Ether (Methylated) 

Ethyl Chloride 
Ethylene Glycol 
Ether 

Ferric Chloride (Liquid and Solid) 

Ferrous Chloride 
Fertilizers 
Fluosilicate of Soda 
Formic Acid 
Fur Bases 
“ Galvene ” 

Glauber’s Salts 
Hexachlorethane 

Hexachlornaphthalene (“ Seekay ” Wax) 

Hydrated Lime 
Hydrochloric Acid 

All usual strengths including B.P. Standard 
Hypochlorite of Soda 

Hyposulphite of Soda (Sodium thiosulphate) 
Commercial and photographic 
Insecticides 

Intermediates for Dyestuffs 

Lead Nitrate 

Lead Peroxide 

Lead Sulphate 

Lead Sulphide 

Leather Oils 

Lime 

Burnt. All qualities 
Hydrated 

Lime Mud or Waste 
Limestone. All grades 
“ Marvelite ” 

" Maxo ” 

Methanol 
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Methj'lated Ether 

Methyl Chloride 

Methylene Chloride 

Monochlornaphthalene 

Nitric Acid (all grades and strengths) 

Nitro-Chalk 

Nitro Cotton (Industrial) 

Ochres 

Oleum 

Paints and Varnishes 
“ Pearl Dust ” 

Pentachlorethane 

Perchlorethylene 

Phosgene 

Photographic Chemicals 

Potassium Cyanide 

Purple Ore 

Pyrites 

Pyroxilin 

Resins (Synthetic) 

Rubber Accelerators 
“ Salamac ” 

Salamnioniao 

Salt 

Rock, Ground 
Rock, Lump 
White (all qualities) 

Saltcake 

“ Seekay ” Soil Fumigant 
Sesqui Carbonate of Soda 
‘ Shirlan ” 

Silicate of Soda (all grades) 

Soda Ash 

Light, heavy and special heavy 
Soda Crystals 

Various forms 
Sodium Metal 
Sodium Salts 
Bicarbonate 
Bisulphite 
Carbonate 
Chloride 
Cyanide 
Formate 
Hydrate 
Hypochlorite 
Nitrate 
Nitrite 
Perborate 
Peroxide 
Silicate 
Sulphate 

Sulphide (various forms) 

Sulphite 

Thiosulphate (various forms) 

Bodium Potassium Cyanide (Double Salt) 

“ Speddo ” 

Spent Oxide 
“ Staboclor ” 

Stannic Chloride 
Stannous Chloride 
Sulphate of Ammonia 
Sulphur Candles 
Sulphur, Ground 
Sulphur Dichloride 
Sulphur Dioxide (Liquid) 

Sulphur Monochloride 

Sulphuric Acid (all strengths and grades, including 
B.P. Standard) 

Sulphurous Acid 

Sulphuryl Chloride 

Superphosijhates 

Tetrachlorethane 

Trichlorethylene 

Vitriol 

“ Voltoids ” 

Waste Acid 
“ Westrosol ” 

“ Yarnite ” 

Zinc Chloride 
Zinc Cyanide 
“ Zinkams ” 

It will have been noted that in every phase of 
the industry, the name of Imperial Chemical In- 
dustries is quoted constantly. This firm is in fact 


in a controlling position in the chemical industry. 
In heavy chemicals, explosir'es and dyestuffs it is 
almost absolute, though firms such as Charles 
Tennant are of great size, but in fine chemicals it is 
the main supplier to the trade of the necessary 
intermediates. Some indication of this position is 
given in the diagrams showing the evolution of the 
heavy chemical and dyestuffs industries, and the 
same story can be told of explosives. Some few 
years ago the names of the firms engaged in the 
industry as major operators would have been in- 
creased by at least ten times. 

I.C.I. is in the main a horizontal trust, with ex- 
ception to its metals branch (I.C.I. Metals Ltd.) 
which deals in cojiper and similar non-ferrous metals, 
the making and filling of small arms ammunition. 
This branch is really a “ carry-over ” from the Nobel 
interests into the amalgamation. 

It .was obviously necessary to the chemical industry 
that this organisation should be formed so that the 
various branches would be able to exchange inter- 
mediates on a cost basis, and obviate the competitive 
manufacture of similar reagents on wasteful lines, 
as many processes were patented, and competitive 
manufacture resulted in great losses by the re- 
tention of inadequate processes. From the national 
point of view it can be stated that I.C.I. has 
organised and re-equipped the industry. The scope of 
the organisation is increasing constantly. Recently 
another large chemical firm, the Chemical and 
Metallurgical Corporation was purchased. The 
manufacture of oil from coal is a recent develop- 
ment carried out in I.C.I. by the hydrogenation 
process. 

The industry is interlocked to a great extent by 
sales agreements and in some oases has common 
research organisations. The importance of the de- 
tailed examination of these sales agreements by the 
Commission has been already stressed, but it will 
be emphasised again. 

The value of the industry in terms of capital, in- 
cluding heavy chemicals, dyestuff's, drugs, fertilizers, 
soaps explosives, artificial silks and those parts of 
the gas works and coke oven plants engaged, in by- 
product recovery is of the order of £300 million and 
about 170,000 workers are employed. 

Messrs. Lever Bros, and I.C.I. together account for 
one half of the total. The commercial returns ur>on 
capital can be assessed from the balance sheets, 
accepting 6-8 per cent, dividend for example, in the 
case of I.C.I., or alternatively one can analyse the 
true situation, and find that obsolescences are often 
uiidulv low, and that the profits made are to a con- 
siderable extent from the explosives group. Balance 
sheets of the individual I.C.I. groups are not shown 
in the Annual Report. Thus, though I.C.I. is not 
primarily an armaments firm, yet, by force of 
circumstances (or of good salesmanship) its 
depend very greatly indeed upon the sales of higb 
explosives and ammunition of which huge quantities 
have been exported to the Far East. 

The position of the industry is not completely 
stable. Research now makes possible changes in 
technique such as that in the displacement of 
chlorine from the manufacture of artificial silk, 
which changes can upset the balance of the industry. 
Chilean saltpetre is again competing with synthetic 
fertilizers and reducing their output. 

The safety of the industry does therefore depend 
upon a wide control of many processes, in order to 
minimise the effects of such reactions, and the more 
effective the organisational control is, both in 
mana<^ement and in sales agreements with the 
ancilUary industries, the more stable it will become. 

This survey brings out clearly the fact that the 
lethal substances and the explosives section of the 
industry can, with the exception of the .type of 
products mentioned, be separated from the 
body of the industry on its technical side. Such, 
however is the horizontal and vertical nature of this 
great chemical combine that no analogy can be made 
as far as the very important financial aspect of the 
problem is concerned. However, the financial side 
could be separated by special government enactment 
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rather by nationalising or placing government con- 
trolled conipanies in charge of the armaments section. 
It is essential that this control should be extended 
to the sales side as well as that of manufacture. 

(5) The Indtjstry op Defensive MejVsuiies jiGiiiNST 
Gas Attacks. 

In view of the great attention which is now being 
paid to the question of defence against gas warfare, 
it has been thought fit to add a short chapter on the 
production of the gas mask, which will undoubtedly 
be one of the methods advocated. 

The gas mask is the normal means of protection 
against poison gases, and although it is not a per- 
fect means, yet it is certain to be used in any 
attempt to protect the population or the armed 
forces. 

It is not possible to evolve an efficient gas mask 
unless it is of the canister type. By that is meant 
that gas masks equivalent to the old P.H. Helmet 
(that is, textiles saturated with chemical) do not 
give any adequate protection, and it is necessary 
to have a canister type of mask which will embody 
wire and felt screens, and a container filled with 
activated carbon and a small quantity of chemical 
reagent. 

These gas masks, of the type used as standard for 
industrial operations and for war purposes, are 
manufactured by Siebe, Gorman & Co. and are 
normally retailed to industrial buyers at £2 7s. 6d. 
each. 

The apparatus may be divided into two portions, 
(I) the mask and inducting pipe, and (2) the canister. 

It is quite possible to manufacture the canister, 
wire gauzes, felt, etc. in adequate quantities for the 
whole of our population with very short notice 
indeed, but the filling medium for the canister, about 
98 per cent, of which is activated carbon, cannot so 
readily be manufactured. We calculate that the 
filling for 45,000,000 canisters would require 10,000 
tons of activated carbon. 

During the War there was a shortage of this 
material. The best raw material for the manufac- 
ture of activated carbon was found to be coconut 
shells, but it was found possible, towards the end of 
the war, to activate carbons of the anthracite type 
with a reduction in effectiveness to one-third or one- 
quarter of that of the carbon made from coconut 
shell. This better material was eked out in the 
proportion of one-third coconut shell carbon to two- 
thirds anthracite carbon in American gas masks. 

Activated carbon has the property of absorbing 
poison gas to a tremendous extent in relation to 
its volume, and the small quantity of reagent used 
in conjunction with it would vary according to 
the types of gases met with. This chemical reagent 
(whatever it might be) could undoubtedly be manu- 
factured in sufficient quantities. 

It is not possible to calculate the renewal rates of 
these canisters. The absorption rate of the carbon 
is well known, but the actual amount of gas with 
which the canister has been in contact is not known, 
and replacements must be by rule of thumb or time 
period methods. 

If we presume that monthly changes of canisters 
were found to be necessary, a total quantity of 
120,000 tons of activated carbon would have to be 
manufactured per annum, and this is an undertaking 
that calls for high technical skill and knowledge which 
could only be carried out by government organisation. 

The quantity of rubber necessary to make the 
inside lining of the gas mask and the tube itself 
would be of the order of 10,000 tons for 45,000,000 
gas masks, and that quantity of pure rubber could 
undoubtedly be secured. 

It is absolutely necessary in any attempt to pro- 
tect the population by means of gas masks to pro- 
vide an efficient type, and not to leave the po.pula- 
tion subject to the advertising genius of irresponsible 
and unscientific manufacturers of makeshift 
apparatus. 

It is an appalling thought that if gas mask pro- 
tection is left to commercial enterprise money will 
be able to secure efficient protection, whilst those 


without worldly wealth would be left to inferior 
equipment. 

Any scheme of defence against gas will undoubtedly 
involve the production of a vast quantity of gas 
masks. In our opinion the Government should 
have the monopoly of such production so that 
profiteering in the supply of materials considered 
effective in certain circumstances of gas warfare 
should bo eliminated. 
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CHAPTER 4. 

The Airoiiapt Industry'. 

The aircraft industry is likely to present the most 
important aspect of the war preparations of the 
future. The Manchester Guardian editorial of 
iMay 24th, 1935, well describes it in the following : 

“ The aviation industry has now become an 
armaments trade and little else. Up to this year 
it was producing in England only a few hundred 
civil ’planes a year. Its main work has always 
been predominantly military. Most of the 234 
machines and 409 engines it exported in 1933 (the 
last year for which we have a record) were destined 
for military service. Now, under our new pro- 
gramme, the military function becomes overwhelm- 
ingly the chief one. More new military aeroplanes 
(l,50fl) are actually to be produced this year than 
the whole of the civil fleet at present in existence — 
1,200 aeroplanes, a figure which includes sport and 
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pleasure craft of all ages and sizes. The manufac- 
turing side of the air industry thus becomes little 
but an enormous war arsenal.” 

(Manchester Guardian, May 24, 1935.) 

Like the other branches of the armament industry, 
the aircraft industry is closely allied with ordinary 
commercial enterprises. It has its connections with 
the motor car and small boat industries and depends 
for high grade materials on firms engaged in produc- 
ing heavy armaments. 

The development of the aeroplane is very dependent 
on the work of state research and experimental 
establishments and the direction of the Air Ministry 
with which the firms work in constant contact. Its 
work is mostly one on government contract to fairly 
full specification and under detailed regulations and 
supervision. It risks little of its own in experimental 
effort. The Ministry appears to follow a deliberate 
policy of keeping all its bigger and older units alive. 
This factor makes its position very different from 
that of ordinary competitive commercial enterprise. 

The following is an account of how an aeroplane 
is constructed, the firms which manufacture them and 
what is the market at home and abroad for aero- 
planes. 

Aeroplane construction. 

The aeroplane divides naturally into two parts, the 
power unit and the airframe. The relative cost of 
power unit and airframe depends upon the power/ 
weight ratio of the aeroplane. On a rough average 
for military aircraft they are about equal. 

The power unit. — The engine, the most important 
part of the power unit, has commonly been built by 
firms building motor cars, or closely associated with 
them. They are of two categories : the water-cooled, 
which is the type almost universally used in cars, 
and the air-cooled, the type generally used in motor 
cycles. In this country the water-cooled engine has 
been exclusively built by motor manufacturers — for 
example. Rolls Royce, now the sole survivor in the 
field — while the air-cooled has been built both by 
firms which make airframes (Bristol, Blackburn, de 
Havilland) and by motor car manufacturers 
(Armstrong Siddeley and Napier). The air-cooled is 
more quickly and cheaply produced, less vulnerable 
and better in maintenance, but the use of water- 
cooling has conduced to a faster aeroplane. Com- 
petition has so far led to no decisive conclusion, but 
the air-cooled is strongly in the ascendant now, end 
may in time give as high speed as the water-cooled. 

The aero-engine assumes very different forms from 
those of the car engine; it requires more refined 
design to secure lightness; but the basic design and 
construction are the same as that of the motor car 
engine. Development of the one engine leads 

generally to the development of the other. The main 
difference in production lies in the much smaller 
demand, while in design close collaboration with 
aeroplane designers is desirable. 

The power unit includes the airscrew, a specialised 
part made generally by airframe (aeroplane) con- 
structors, or by specialised firms. It is built of 
hardwood (black African walnut or Honduras maho- 
gany), of sheet steel (hollow blades), or of duralumin 
or magnesium alloy (solid blades). The light alloy 
blades have been growing in favour. The Pairey 
Aviation Co. specialises in this line (under patents 
of S. A. Reed, of U.S.A.). 

The airframie. — The airframe consists of fuselage 
and undercarriage, wings and tail unit. The earlier 
construction employed light (soft) wood (best spruce) 
for members in flexure or compression, and piano 
wire and stranded steel cable for members in tension. 

Swaged steel wires have replaced cable and piano 
wire, except for control cables, which, however, seem 
likely to go out of use ; exposed wires are of lenticular 
section to reduce wind resistance. Metal has nearly 
replaced wood, in the form of very thin corrugated 
high tensile steel strip, rivetted together to form, 
generally, a tube. Some aeroplane constructors have 
specialised in this steel strip construction and supply 
other constructors with components (e.g., Boulton 
and Paul). Rather expensive machinery is required 


for rolling and rivetting the strip, but in mass pro- 
duction steel components are cheaper than .wood ; they 
are also lighter and metal aircraft have a longer 
life. 

The covering (cowling) of the engine is beaten to 
shape by eye, an expensive process which would 
obviously be replaced by pressing by machine if pro- 
duction were large enough to warrant the capital 
outlaj\ 

Radiators, tanks, piping and wheels are similar to 
the corresponding motor car components. The under- 
carriage has to serve the purpose of the corresponding 
parts of the motor car in riding over very rough 
ground and also to absorb the shock of impact on 
alighting. Simple springing has therefore been 
supplemented generally by a gun recoil type of 
mechanism, a product of the constructor of the 
aeroplane. 

The structural design of the airframe has an 
affinity .with structural engineering (e.g., bridges), 
which disappears in production. It has little con- 
nection with motor oar chassis design, the scales of 
construction of aeroplane and car are, however, 
similar and the details of accommodation of 
occupants and installation of power unit are much 
the same. There is, in fact, a fairly close relationship 
between the production of the aeroplane and that of 
the motor car. 

The sea (or water) plane introduces a connection 
with the speed boat. In place of wheeled chassis we 
have a hull (or pair of floats), .which sustains the 
craft on the water, and by virtue of a stepped 
bottom causes it to plane over the surface above a 
certain speed and so travel fast with a relatively 
low expenditure of power until it can be air-borne. 
The construction of these parts is a specialised job, 
in which yacht and motor boat builders have played 
a big part (e.g., Saunders, of Cowes). Originally 
hulls and floats had wood frames and wood skins, 
but metal construction has now been successfully 
developed. These components are now built by aero- 
plane constructors who specialise in seaplanes (Short 
Bros., Blackburn Aircraft, iSau,nders-Roe, Super- 
marine). There is therefore a close relationship 
between aeroplanes, motor cars and motor boats. 

Baw materials, components and accessories. 

The raw materials of construction are high grade 
products. They include: — Carbon steels, containing 
carbon and manganese ; alloy steels and stain- 
less steels, containing carbon, manganese, nickel 
and chromium; aluminium and magnesium 
alloys, containing copper, manganese and 
nickel, such as duralumin, Y. and R.R. alloys; 
bronzes, etc. High tensile steels are supplied 
in bar, in thin strip, in thin gauge tubes, of round 
and oval section, and swaged wires. Tinned sheet 
steel is required for tanks; brass tubes for radiators. 
Aluminium is supplied in sheets for covering; also for 
castings. There are about a hundred specifications 
for metals. Other materials are timber, spruce, 
mahogany, plywood ; linen sheet and thread and 
tapes; dopes and varnishes and paints. 

Components include wheels, tyres and brakes 
(incorporated in the wheels) ; steel tension members 
and fittings; radiators. 

Accessories are : — Magnetos, carburettors, accumul- 
ators, dynamos, lamps, flying instruments for the 
dashboard (e.g., air-speed, aneroid, revolutions 
indicator, compass). Among special accessories we 
find turn indicators, automatic pilots and other 
gyroscopic directing instruments, and radio equip- 
ment. 

It will be seen that the industry is largely fed by 
the high grade steel and light alloy industries and 
that it also consumes linen. The use of linen and 
dopes seems likely to decline with increasing use of 
light alloy coverings. Its dependence on timber sup- 
plies has very much declined. It consumes cellulose 
products in dopes and paints, and rubber in tyres 
and tubing. 

In the components and accessories there are many 
links with motor car production and connections 
with the scientific instrument industry and wireless 
industry. 
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Warlike accessories. 

These consist of machine guns, bomb racks, gun- 
sights and bombing sights and are largely supplied 
by armament firms such as Vickers-Armstrongs, 
though there are other smaller firms which specialise 
in air armament, for example, Nash & Thompson, 
Ltd. (now incorporated in the Parnall Aircraft 
Ltd.). 

Besearch and technical development. 

The aircraft industry is in a state of rapid tech- 
nical development with a small output in relation to 
its experimental effoi'ts. The Royal Air Force pro- 
vides its principal market. The Air Estimates for 
1933-34 show a total vote for “ technical and war- 
like stores ” of £7,203,000, of which 19 per cent. 
(£1,385,000) is for experimental work. The volume 
of production includes exports which in 1933 totalled 
£1,466,000. Including this, the ratio falls to 16 per 
cent., but part of the exports will be civil planes. 
The ratio of experimental to production work for 
civil aircraft will be lower but the total value is 
relatively small. It cannot therefore be far from 
the truth to say that the cost of progress lies be- 
tween 15 and 20 per cent, of the total cost of pro- 
gress and supply, or that experimental work costs 
about a fifth of the cost of production for service. 
This is of course partly due to aeroplanes being 
primarily armaments. 

The experimental work is done about half and half 
(in cost) by the private industry and by public 
service. The industry builds all experimental aero- 
planes and engines, mostly at public expense. This 
work is naturally less profitable than production 
orders. For the smaller classes of war planes it is 
usual to have competitive models built to a common 
specification by a number of contractors. The 
fortunes of firms swing to and fro with their success 
or failure in these competitions; the single-seater 
fighters at one time supplied by Armstrong Whit- 
worth and Gloster are now supplied by Hawker; 
but aeroplanes are produced by other than tile 
designing firms. 

The industry has produced in the last ten years 
about 160 experimental aeroplanes, of which roughly 
one third have been adopted as pattern for equip- 
ment. The industry does little research. Six firms 
have small wind tunnels, but this number is likely to 
be increased in the near future. Short Bros, have a 
tank and Vickers (Aviation), Ltd. and Supermarine 
have access to the large Vickers tank at St. Albans. 
The industry’s wind tunnels are much used to give 
guidance in design, but they are rather penuriousiy 
staffed and therefore liable to misuse. 

The major aeronautical laboratory is the Royal Air- 
craft Establishment, covering almost every aspect of 
research into technical improvement; aerodynamics, 
engine, structural, material, instruments and radio. 
It has now five wind tunnels, one of which is large 
enough for full size tests ; a tank for testing seaplane 
models; and a high altitude test chamber. The 
second laboratory is purely aerodynamic and is the 
section of the National Physical Laboratory. It has 
eight wind tunnels, of which one circulates air com- 
pressed to a high density which reproduces full scale 
phenomena with a reduced scale model. Some 
research is conducted with seaplanes at the testing 
station at Felixstowe. 

The expenditure on the Royal Aircraft Establish- 
ment is of the order of half a million pounds a 
year, of which about one-third is classified as 
“ research ” and two-thirds as “ technical develop- 
ment.” It contains the Airworthiness Department, 
responsible for framing regulations and methods of 
computing strength and safety. At one time it 
largely duplicated the firms’ calculations, but most 
firms, and all the Air Ministry contractors, are now 
“ approved ” and their calculations accepted. Con- 
tact between the Ministry Aircraft Establishment 
and industry is maintained by Resident Technical 
Officers. 

The Royal Air Force has testing stations, with 
partly civilian staff, at Martlesham Heath and Felix- 
stowe in Suffolk. Aeroplanes for the Air Force are 


thoroughly tested and their performance carefully 
measured. Civil Aircraft pass some simpler tests for 
their airworthiness certificates. 

Patents. 

Attention must be drawn to the question of patents 
which, in a comparatively new industry, are 
important. 

Patents are commonly taken out in the names of 
a specified person or persons (generally regarded as 
the real inventor /s) and the company for which lie 
works. The company in these cases reaps the lion’s 
share. Inventors in government service must inform 
and assign all rights to the department. They re- 
ceive permission to take out a patent which is in 
fact taken out for them if the invention is of suffi- 
cient value to the Air Force. AVhere possible thd 
Ministry grants permission for commercial and 
foreign exploitation to the inventor, reserving the 
right of user by Home and Dominion Governments, 
but 45 per cent, of the proceeds of sale or royalties 
must be paid to the Department. 

Development. 

The aeroplane was created by private entei'prise. 
An experimental state factory was evolved by the 
A\ ar Office out of the Royal Engineers Factory, 
dealing at first with balloons and later with airships 
and finally with aeroplanes and engines. Its work 
was purely experimental up to the outbreak of the 
War. Twenty aeroplanes were sent overseas in 
August, 1914, and of those thirteen were the pro- 
ducts of the factory. Further supplies were pro- 
vided partly from the products of private firms, 
partly by putting the factory designs out to con- 
tract, and partly by the production at the Factory. 
The Factory attempted to fill the role of adviser 
and supervisor tq private manufacturers, which 
aroused some resentment, although in general 
private designers have been ready to acknowledge a 
debt to its work. 

After some two and a half years, design of aero- 
planes and engines by the Royal Aircraft Factory 
was stopped and this change of policy has remained 
unaltered. The industry is certainly opposed to 
any competitioii by a state factory and probably 
feared the creation of a state monopoly of manufac- 
ture of military aircraft. The Royal Aircraft Estab- 
lishment, as it is now called, has since played a large 
part in “ scientific research and technical develop- 
ment.” It has a relatively large design staff and 
industrial personnel and workshops but is not 
equipped with machinery for modern aeroplane pro- 
duction. 

During the latter part of the War three National 
Aircraft Factories were set up at Croydon, Liver- 
pool and Manchester, and were working earlv in 
1918. ^ ^ 

Aeroplane construction companies were founded by 
and bore the names of pioneers of experimental 
flying— A. V. Roe, T. O. M. Sopwith, C. R. Fairey, 
F. Handley Page and the brothers Eustace, Oswald 
and Horace Short. War pressure created a large 
industiy. War planes and the technique of their use 
hardly existed in 1914 and were highly developed by 
1918. Pre-war firms became large prosperous con- 
cerns and new firms were founded, while production 
overflowed into the motor car and furniture indus- 
tries etc. The AVar left an excessive number of units 
for peace time production. Aircraft firms tried to 
carry on with other work. Some were wound up 
and reconstructed. The Sopwith Company became 
H. G. Hawker Engineering Co. (in memory of the 
late chief pilot of Sopwith’s) ; the de Havilland Com- 
pany struggled into existence out of the Aircraft 
Manufacturing Company, producers of “ D.H.” 
aeroplanes. There has been subsequent “ rational- 
isation ” ; AT^iokers Ltd. has bought the Supermarine 
Aviation AVorks, Hawker Aircraft (1934) has bought 
the Gloster Aviation Co. and the Armstrong Siddeley 
Development Co. (controlling Armstrong Whitworth 
Aircraft) has bought A. V. Roe & Co., Sir A. V. Roe 
joining Saunders of Cowes. Some amount of tech- 
nical co-ordination has accompanied financial 
changes. 
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Note 011 Airship Production-. 

The biggest produetion of airships has been that of 
tlie Zeppelin Company in Germany. The Goodyear 
Zeppelin Corporation of the U.S.A. was still build- 
ing airships in 1933. Airships were built in this 
country by Vickers Ltd., Beardmore, and Armstrong 
Whitworth & Co. to the order of the Admiralty, but 
we have never had a distinct airship industry, except 
perhaps for the short-lived Airship Ouarantee Co. 
1925-1930), a subsidiary of Vickers Ltd. We aban- 
doned airships in 1921, after the disaster to the R.38, 
to return in 1925 with the construction of two huge 
airships, one by contract with the above-mentioned 
ad hoc company and one in the Air Ministry’s works 
at Cardington, Bedford. We again abandoned air- 
ships in 1930 after the R.lOl disaster, but the 
Cardington works are kept under care and main- 
tenance. 

The Markets: Distribution of sales. 

The Royal Air Force provides the principal market 
for the products of the industry. The vote for 
aeroplanes, seaplanes, engines and spares for 1931 
was £5,955,000* and for the previous year £5,736,000. 
Statistics for the trade in civil aeroplanes are not 
available. The number of aeroplanes on the civil 
register now approaches half the number of planes in 
the Air Force, Reserve and Auxiliary Force ; but 
very many civil planes are cheap light planes and 
the rate of replacement will be slower. The present 
rate of production of other-than-regular-transport 
civil planes is about 250 a year at an average price 
of £1,000. t Imperial Airways Ltd. had a fleet 
valued at some £650,000 (at cost) in 1933; in the 
same year its expenditure on aircraft was £146,000 
and provision for obsolescence £172,000 ; in 1934 the 
figures were £61,000 and £191,000; in 1932 the 
amount spent on “ additions to fleet ” was £370,000. 

Tlie total home demand for civil aircraft at present 
is probably of the order of half a million pounds 
per anniim. Statistics of the export trade are given 
at the end of this chapter. No distinction between 
military and civil supplies is available. The figures 
for 19M are much the same as the average for the 
ten years 1924 to 1933. It will be seen that we have 
exported on the average 270 aeroplanes at an 
average price of £1,900 (with engines), 500 engines at 
an average price of £850, and £570,000 w'orth of 
spares, the total value of expoi*ts of aeroplanes, 
engines and spares, being about a million and a half. 
Most of this is presumably military supply to foreign 
and dominion governments ; less than one-third is 
exported to the Dominions. J It will be noticed that 
there is a big demand for British engines for in- 
stallation in foreign aircraft. To summarise, the 
1934§ market may be divided into ; — 

Million £ 

Royal Air Force ... ••• 6 

Export Trade ... ... ••• 1'^ 

Home Civil ... 

Total ... ... 8 


Distribution of Trade among Firms. 

The following table shows the contribution of eadh 
of eleven aircraft factories and four engine factories 


* The full vote included £30,000 for experimental 
civil planes which has been subtracted. 

The Vote for aeroplanes, engines and spares for 1935 
is £6,896,000. 

(t) Small private aeroplanes cost £600 to £1,200. 

(J) Mr. H. J. Thomas, Chairman, Society of British 
Aircraft Constructors in Air Manual of the British 
Empire, 1934-35. 

f§) Mr. Baldwin stated in the House of Commons on 
28th November, 1934, that 25 new squadrons were to be 
added in 1935 and 1936 and that orders next year 
would be 80-90 per cent, higher. 


to the present equipment of the Royal Air Force 
(1934) in number of squadrons equipped : — 

Equipment of R.A.F. Reserve and Auxiliary Force 
in 1934. 

Aeroplanes. Number, of Squadrons. 

Designing Firm. Smaller Larger 

Aeroplanes. Aeroplanes. 


Hawker Aircraft, Ltd 31 — 

Fairey Aviation Co., Ltd. ... 17 — 

Handley Page, Ltd — 1 

Armstrong Whitworth Aircraft, 

Ltd. ... ... ... ... 1 — 

Vickers Aircraft, Ltd. ... ... 2 9 

Supermarine Aviation Works 

Ltd. — 4 

Bristol Aeroplane Co., Ltd. ... 9 — 

Westland Aircraft Works ... 14 — 

Short Bros., Ltd. ... ... ... — 1 

Blackburn Aeroplane & Motor 
Co., Ltd. ... ... ... ... — 4 

Boulton & Paul, Ltd. ... ... — 1 

Engines. 

Designing Firm. Single Multi 

Engined. Engined. 

Rolls-Royce, Ltd. ... ... ... 30 4 

D. Napier & Son, Ltd 9 10 

Bristol Aeroplane Co., Ltd. ... 25 7 

Armstrong Siddeley Motel’s, Ltd. 8 1 


These figures refer to designs and not necessarily 
to production. 

The Handley Page Co. devotes much of its efforts 
to exploiting the “ Slot ” patents, which have been 
largely developed by the Air Ministry. The right 
of user by the Air Force has been bought by the 
State. 

The composition of the Force in respect to the 
design of its equipment varies in time. Some years 
ago there were squadrons of Gloster fighters and 
more Armstrong Whitworth aeroplanes. The present 
Westland equipment is obsolescent. The predomin- 
ant position of Hawker Aircraft will be noted. This 
company has also supplied the Canadian, New 
Zealand,. Danish, Norwegian, Sw(edish, Estonian, 
Yugoslavian, Greek, Persian and Japanese Govern- 
ments.* The de Havilland Company is concentrated 
upon civil production, particularly light planes. It 
occasionally enters into competition for R.A.F. 
designs, but its policy is understood to be to hand 
production to another company. It has supplied the 
whole air force of Iraq, but the planes are civil 
planes adapted, and would be useless against a 
properly equipped force. This company captured 
the bulk of the light aeroplane trade some years ago. 

Sir Samuel Hoare, introducing the Air Estimates 
in 1926, said: “The Aircraft industry is in a 

peculiarly difficult position through the fact that, 
unlike any other great industry in this or any other 
country, it is almost entirely dependent on the 
orde.i-s of a single government department ... I 
have come to the conclusion that it is now safe and 
legitimate to withdraw many of the restrictions and, 
by this means, to enable British firms to sell their 
newer types in foreign markets a great deal sooner 
than they would be able to do without the withdrawal 
of the restrictions.” From more recent remarks by 
Mr T O. M. Sopwith, it appears that foreign 
governments will only buy aircraft identical with 
those supplied to the British Government, and that 
the aircraft exported are always five years out of 


(*) Prospectus of Hawker Aircraft, Ltd., May, 1933. 
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date in design. The trade is naturally almost con- Air Ministry will not license exports of the most 
fined to purchases by the smaller powers, and the recent designs to its orders. 


Exports op Aeroplanes, Engines and Spares. 


Year. 

Aeroplanes. 

Engines. 

Spares. 

Value. 

Number. 

Value. 

Average 

Value. 

Number. 

Value. 

Average 

Value. 

Value. 



£ 

£ 


£ 

£ 

£ 

£ 

1924 

188 

438,000 

2,330 

580 

449,000 

776 

314,000 

1,201,000 

iy25 

148 

345,000 

2,330 

492 

439,000 

896 

362,000 

1,146,000 

1926 

150 

391,000 

2,610 

266 

296,000 

1,110 

430,000 

1,119,000 

1927 

140 

205,000 

1,460 

380 

396,000 

1,040 

484,000 

1,085,000 

1928 

358 

451,000 

1,260 

432 

349,000 

1,050 

627,000 

1,327,000 

1929 

525 

804,000 

1,530 

1,148 

604,000 

440 

852,000 

2,169,000 

1930 

317 

601,000 

1,890 

552 

640,000 

980 

909,000 

2,060,000 

1931 

304 

779,000 

2,560 

363 

413,000 

1,140 

668,000 

1,860,000 

1932 

300 

641,000 

2,140 

452 

467.000 

1,035 

633,000 

1,742,000 

1933 

234 

475,000 

2,030 

409 

448,000 

1,100 

542,000 

1,466,000 

10 years’ average 

271 

513,000 

1,900 

507 

430,000 

850 

672,000 

1,515,000 


Note.— (1) Aeroplanes are complete with engines. The above tables are taken from the Annual Report of 
the Director of Civil Aviation, 1933 (H.M.S.O.). 

(2) Since 1931, owing to the devaluation of the £I these are actually much cheaper than previously. 


The year I9M saw a very considerable increase in sion programme of the National Government is a 
the traffic in aircraft and aero engines. symptom, will also lead to a further increase in the 

It may he assumed that the increasing crisis in export market, 
international affairs of which the enormous expan- 


PART V 

The International Ring of Firms of Armament Finance and of Raw Materials. 


The criticism made by the Union of Democratic 
Control of the international influence of the arma- 
ments industry has recently been indicated by a 
statement in The Life and Letters of Lord Wester 
Wemyss, G.C.B., C.M.G., BI.V.O.j in which the 
following reference is made in a memorandum drawn 
up by Lord, Wemyss and Mr. W. Harbutt Dawson: 
“ Apart from the moral objections to the present 
system, which makes warfare a direct occasion of 
private gain, the system is attended by the in- 
evitable consequence that the multiplication of 
armaments is stimulated artificially. Every firm 
engaged in the production of armaments and 
munitions of any kind naturally wants the largest 
possible output. Not only therefore has it a direct 
interest in the inflation of the Navy and Army 
Estimates and in war scares, but it is equally to 
its interest to push its foreign business. For the 
more armaments are increased abroad, the more 
they must be increased at home. This interrela- 
tion between foreign and home trade in arma- 
ments is one of the most subtle and dangerous 
features of the present system of private produc- 
tion. The evil is intensified by the existence of 
international armament rings, the members of 
which notoriously play into each others’ hands. 
So long as this subterranean conspiracy against 
peace is allowed to continue the possibility of any 
serious concerted reduction of armaments will be 
remote.” 

The armament firms at any rate thoroughly under- 
stand the value of internationalism. Attached to 
this memorandum are an extract from an Agreement 
between Messrs. Vickers Ltd. and Messrs. Vickers- 
Armstrong Ltd., relating to various foreign firms 
associated with them, and copies of official lists of 
shareholders in the Steel Manufacturers Nickel Syn- 
dicate Ltd. as on 21st October, 1914 and 21st March, 
1935. It will be observed that Krupps were share- 
holders for at any rate two months of the Great War. 
The international character of this concern is 
obvious. 

It is essential that the Commission should have 
access to all agreements and other documents relative 
to the international associations of British armament 
firms. The Union of Democratic Control suggests 
that the Commission should call for the agreements 


contained in the following list as being representative 
documents : 

Imperial Chemical Industries. 

(1) Agreements with E.I. du Pont de Nemours on 

patents, processes and general interchange of 
information. 

(2) Agreement with E.I. du Pont de Nemours on 

sales arrangements. 

(3) Agreements with Solvay & Co. (Belgium) con- 

cerning chlorine and chemical interchange. 

(4) Agreements with I. G. Farbenindustrie concern- 

ing interchange of information, nitric acid. 

(5) Agreements with Belgian Explosives Group re 

ownership . 

(6) Agreements with Societe Prangaise Dynamit. 

(7) Agreements with Cartoucherie Francaise. 

(8) Agreement with Hungarian Explosives Co. 

(9) Agreement with Norak Sprengstoff (Norway) re 

interchange of chemical information. 

(10) Agreements with Roumanie Explosives Co. 

(11) Agreement with Union Espanola des Explosives 

(Spanish) re interchange of information. 

(12) Agreement re sales with Comptoir Francais 

d’ Azote (French). 

(13) Agreement with Coswig (German) re limitation 

of sales. 

(14) Agreement re sales with Montecatini (Italy). 

(15) Agreement with Czechoslovak Explosives Ltd. 

re investments. 

(16) Agreement with Barbier Group Explosives re 

abstention arrangement. 

(17) Agreement with Pouderies Reunies re sales. 

(18) Agreement with Societe Anon, de Dynamit de 

Matagne re sales. 

(19) Agreement with Societe Beige de la Dynamit 

Nobel re abstention arrangement. 

(20) Agreement with Casale Ammonia Co. re inter- 

change of information. 

(21) Agreement with Etablissement Kuhlmann re 

abstention arrangements. 

(22) Agreement with Westfalisch Anhaltische 

Sprengstoff A. G. re sales. 

(23) Agreement with Pouderie Royale de Wetteren 

Cooppall re sales. 

(24) Agreement with Norsk Spraengstofindustrie 

Akieselskat re abstention. 
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(25) Agreement with llheinisch Westfalische 

Sprengstoff re sales and exchange of technical 
information. 

(26) Agreement with Dervant & Huguenin re dye 

production. 

(27) Agreement with Remingtons (U.S.A.). 

(28) Agreement with Vickers re use of I.C.I. powder. 

(29) Agreement with United Alkali re oxidation of 

ammonia. 

(30) Agreement with Allied Chemicals (U.S.A.) re 

finance. 

(31) Agreement with Societa Italiana iRicherche In- 

dustrial re abstention and markets arrange- 
ment for Casale ammonia. 

(32) Agreements with the British Government, e.g. 

with I.C.I. ((Fertiliser and Synthetic Pro- 
ducts) Ltd. and with the British Dyestuffs 
Corporation Ltd. 

(33) I.C.I. and Badische Co. (Germany). 

(34) I.C.I. and Jardine Engineering Co. 

(35) I.C.I. and Jardine Mathison Co. 

(36) I.C.I. and Mitsubishi. 

(37) I.C.I. and Royal Dutch Shell. 

(38) I.C.I. and Lurgi Corporation. 

Vickers Limited. 

(1) Agreement with Dynamit Aktien Gesellschaft 

with First Roumania Explosives Co. re part 
ownership of powder factory. 

(2) Agreement wdth Societe Central Dynamit 

(French) and Vickers-Terni (Italy) regarding 
sales. 

(3) Agreement with Remingtons. 

(4) Agreement with Colts re sales. 

(5) Agreements with Electric Boat Company regard- 

ing interchange of patents, sales agreements, 
sharing of profits. 

(6) Agreements with Schneider and Bofors regard- 

ing sales. 

(7) Agreement Vidkers-Armstrongs with Copsa-Mica 

and Cugar (Roumania) to Skoda (Czecho- 
slovakia). 

(8) Agreement with Maschiner Fabrik Augsberg- 

Nurnberg of Germany. 

(9) Agreements with Krupps. 

Napiers Limited. 

(1) Agreement with Junkers re building the 
Junkers Juno oil-burning engines in England. 


Bristol Aeroplane Co. 

(1) Agreement with Dada-Dada Co. the representa- 

tives of Curtis-Wright Export Corporation in 
San Salvador. 

(2) Agreement with makers of Gnome and Rhone 

engines. 

War Office. 

(1) Agreements with Soley Armament Co. re sales 

of surplus stock, etc. 

(2) Agreement with B.S.A. Ltd. re sales of 

rifles, etc. 

A study of such documents will establish the 
existence to-day of great international rings which 
do not cover only manufactured arms but raw 
materials and finance. 

Extract from an Agreement made the Third Day 
OF January, One thousand nine hundred and 
twenty-eight, between Vickers Limited and 
Vickers-Armstrongs Limited. 

227013/33 

Registered 

97168 

22nd June, 1928. 

******* 
Fourth Schedule. 

The benefit of all agreements and arrangements 
entered into by the Vendors for rendering technmal 
services to others in connection with armaments, but 
subject to the obligations binding upon the Vendors 


in respect thereof including agreements and 

arrangements with the following Companies ; — 

(1) Sociedad Espanola de Construccion Naval. 

(2) Kabushiki Kivaisha Nihon Seikosho (Japan Steel 

Works). 

(3) S.A. Acieres et Domaines de Resitza. 

(4) Vickers-Schneider. 

(5) Terni Company. 

******* 

The Common Seal of Vickers Limited 
was hereunto affixed in the presence [- 
of:— J ■ 

Noel Birch, Director. 

G. G. Sim, Secretary. 

The Common Seal of Vickers-Armstrongs 1 

Limited was hereunto affixed in the }■ gea.1. 

presence of ; — J 

H. A. Lawrence, Director. 

G. G. Sim, Secretary. 


Extract from the Annual Return of the Steel 
Manufacturers Nickel Syndicate Limited made 
UP to the twenty-first day of October, 1914, 

SHOWING THE NaMES, ADDRESSES AND OCCUPA- 
TIONS OF THE Shareholders, together with the 
Number of Shares held by each. 


No. 71255/29. 


Registered 119410, 23rd October, 1914. 

Rich, Herbert Elihu, Birkdale, Sherwood Park 
Road, Sutton, Accountant 1 

Thaine, Philip, Vickers House, Broadway, West- 
minster, Secretary 1 

Coffin, John Thomas, 3, Crockerton Road, Upper 
Tooting, S.W., Secretary 1 

Robinson, James G., 16, East Sheen Avenue, 

East Sheen, S.W., Accountant 1 

Cammell, Laird & Co. Ltd., Cyclops Works, 
Sheffield, Steel Manufacturers 126 

Vickers Limited, Vickers House, Broadway, 
Westminster, Steel Manufacturers 125 


Tresidder, C.M.G., Capt. Tolmie John, 

“ Trefusis,” College Road, Upper Norwood, 
Steel Manufacturer 125 

Sir W. G. Armstrong, Whitworth & Co. Limited, 
Elswick Works, Newcastle-on-Tyne, Steel 
Manufacturers ... ... .■• ••• ••• 125 

Fried Krupp Aktiengesellschaft, Essen /Ruhr, 
Germany, Steel Manufacturers 125 

Schneider & Cie, Le Creusot, France, Steel 
Manufacturers 125 

Der Dillinger Hiittenwerke, Dillengen/Saar, 
Rheinpreussen, Steel Manufacturers ... ... 118 

Soceita Di Terni, 11, Piazza Venezia, Rome, 
Steel Manufacturers 


125 


, , vWitzkowitz, 

AVitkowitzer-Bergbau und ( Austria, Steel 

Eisenhutten Gewerkschaft j Manufactur 


■ers ... 

Compagnie des Forges de la Marine, St. 
diamond, France, Steel Manufacturers 

Compagnie des Forges de Chatillon Commentry , 
19, Rue de la Rochefoucauld, Paris, Steel 

Manufacturers 

Hadfields Limited, Hecla Works, Sheffield, Steel 
Manufacturers 


125 


125 


125 


125 


. 125 


AVilliam Beardmore & Co. Ltd.^ Parkhead Forge, 
Glasgow, Steel Manufacturers 

Osborn, Thomas George, 166, Erlanger Road, 

New Cross, S.E., Private Secretary 1 

Shields, John Georgie, Vickers House, Broadway, 
Westminster, Registrar ... 1 

Tomlinson, Maurice, 34, Lynmouth Road, Fortis 
Green, N., Cashier and Accountant 1 
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Extract froat the Annual Return of the Steel 
Manufacturers Nickel Syndicate Limited, made 
UP TO the twenty-first day op March,’ 1935, 

SHOWING THE NaaIES, ADDRESSES AND OCCUPA- 
TIONS OF THE Shareholders, together with the 
Number of Shares held by each. 


No. 71255/56. 

Registered 22nd March, 1935. 

William Beardmore & Co. Ltd., Parkhead Steel 
Works, Glasgow, Steel Manufacturers ... 125 

Bellwood, Charles Robson, “ Cleveland,” Abbots- 
leigh Road, Streatbam, London, S.W.16, 
Accountant ... j 

Bishop, Charles Arthur (Lt. -Colonel), 20, 

Challoner Mansions, AVest Kensington, London’ 
WM4, London Manager, Thos. Firth & John 
Brown Ltd., and Director The Steel Manufac- 
turers Nickel Syndicate Ltd 125 

Caswell, John Richard, 57, Lucien Road, Tooting 
Bee, London, S.W.17, Commercial Clerk ... 1 

Chappell Arthur Stanley, 20, Marham Gardensj 
Wandsworth Common, London, S.W.18, Secre- 
tary. The Steel Manufacturers Nickel Syndi- 
c3,tG Lt-d. 36f) 

La Cie des Forges de Chatillon, Commentry et 
Neuves-Maisons, 19, Rue de la Rochefoucauld, 
Paris, France, Steel Manufacturers ... ’ 125 

Durban, Alexander, “ The Towers,” Sandygate 
Road, Sheffield, Director, English Steel Cor- 
poration Ltd. and The Steel Manufacturers 

Nickel Syndicate Ltd 2 

English Steel Corporation Ltd., Vickers Works, 
Sheffield, Steel Manufacturers ... . * J24 

Hadfields Limited, Heola AVorks, Sheffield, Steel 

Manufacturers jog 

La Cie des Forges et d’Acieries de la Marine et 
d’Horecourt, 12, Rue de la Rochefoucauld, 
Pans, France, Steel Manufacturers . 125 

Monfort, Gaston, 106, Oxford Gardensl 
London, W.IO, Managing Director “ Afsa ” 

Ltd. and Director, The Steel Alanufacturing 

Nickel Syndicate Ltd j 

Osborn, Thomas George, 120, Waller Road, New 
Cross, London, S.E.14, Company Secretary ... 1 


Pritchett, Victor Prank George, “ Fifty,” 
Chestnut Avenue, Ewell, Surrey, Accountant ... 1 

Schneider et Cie, 42, Rue d’Anjou, Paris, France, 
Steel Manufacturers ... ... ’ 


Siwmn, Horace Edward, 38, AViltshire Road, 
Brixton, London, S.W.9, Commercial Clerk ... 1 

“ Terni,” Societa fer I’Industrias a I’Ellet- 
tricita. Via S. Giacoms di Carignazo 13, 
Genoa, Italy, Steel Manufacturers ... ... 125 

Valentine, James Alexander Forsyth, 60, Suther- 
land Grove, Southfields, London, S.AV.18, 
Assistant Secretary, Vickers- Armstrongs Ltd. 1 
Vickers-Armstrongs Ltd., A'ickers House, Broad- 
way, AA^estminster, London, S.W.l, Ship- 
builders and Armament Manufacturers 248 

Vickers, Douglas, ‘‘'Chapel House,” Charles 
Street, Berkeley Square, London, AV.l, 
Director, Vickers Limited, and The Steel 
Manufacturers Nickel Syndicate Ltd 1 


Young, James Reid, 6, Vineyard Hill Road, 
AAimbledon, Ijondon, S.AV.19, Secretary, 
Vickers Limited, and Director, The Steel 
Manufacturers Nickel Syndicate Ltd 1 


These documents prove, if any more proof were 
needed to-day, that the armament firms constitute an 
arms ring just as they did before the AA‘ar. The inter- 
national activities of the armament interests were 
enumerated in the report of the First Sub-Com- 
mittee of the Temporary Mixed Commission, 
A.81/1921, and since that time such pamphlets as 
The Secret International and Patriotism Ltd., both 
published by the Union of Democratic Control and, 
above all, the revelations of the U.S.A. Arms In- 
quiry, based on the documents and correspondence 
of the armament firms, have shown that such evils 
have in fact existed before and since the AVar. The 
British arms and munitions industry, by virtue of 
its predominating influence in the international 
anns ring, plays an important role in the evils asso- 
ciated with the industry. It is the considered 
opinion of the Union of Democratic Control that 
such evils are inherent in the system of private 
manufacture and trade, and its main concern has 
always been to show that the whole structure of the 
armaments industry must lead to such evils. 


PART VI 


Government Servants 

One of the most serious abuses of private manu- 
f^ture arises from the association of government 
officials and the arms industry. This association of 
government servants with the armament firms both 
because the government is the only home market and 
because licences are required for the export market, 
IS inherent in the system. 

The knowledge possessed by government officials is 
plainly of great use to the arms industry, and it is 
a well-known fact that officials in the fighting services 
and in other administrative departments not infre- 
quently pass on retirement, or before, into the service 
of these firms. 

The importance of this point is indicated in the 
fact that it was one of the four questions contained 
in the questionnaire concerning the private and 
state manufacture of arms and implements of war 
(Document Gorif. D.A. /C.L.5) which was sent by the 
President of the Disarmament Conference on 
October 28th, 1932, to the sta'tes invited to the Con- 
ference, with a view to obtaining certain information 
regarding the manufacture of arms in the different 
countries. The question and the British reply are 
as follows : — 

Fourth Question: Are there any laws or adminis- 
trative regulations in your country forbidding all 
soldiers or members of the military administration 
in active service to hold paid posts in private 
armament undertakings? 

Beply. There are regulations in all the three 
fighting services governing the holding of paid posts 
in private undertakings by any active member of 
those forces. So far as the Admiralty and the War 
Office are concerned, there is no actual law or 
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regulation which in itself precludes an officer on the 
Active List on full pay from holding a post in a 
private undertaking, but, before any such post can 
be accepted, application must be made to the Board 
of Admiralty or the Army Council in accordance 
with paragraph 20, King’s Regulations and 
Admiralty Instructions for the Navy, and para- 
graph 516, King’s Regulations for the Army, and, 
in point of fact, permission would always be refused 
for an officer of either the Navy or the Army on full 
pay to accept employment in an armaments firm. 
As regards the Air Ministry, paragraph 1096 of 
King’s Regulations for the Royal Air Force actu- 
ally prohibits an officer or airman on the Active 
List on full pay from accepting any paid post in 
connection with any company, firm or individual 
engaged in trade. 

Lord^ Snowden, in a speech on the Naval Esti- 
mates in 1914, referred to a paper called “ Annna- 
ments and Lxplosives,^^ devoted to the interest of 
the armament trade. In the issue of this paper in 
September, 1913, there was the following extract: — 

Contractors naturally are very keen to avail 
themselves of the services of prominent officers who 
have been associated with the work in which the 
contractors are interested. The chief thing is 
that they know the ropes, since the retired officer 
who keeps in touch with his old comrades is able 
to lessen some of these inconveniences, either by 
securing the ear of one who would not afford 
like favours to a civilian .... Kissing un- 
doubtedly goes by favour, and some of these things 
that happen might be characterised as cor- 
ruption. . . .” 
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The general atmosphere of collusion between the 
GoTernment Departments and the arms manufac- 
turers is accepted in an unquestioned manner by 
both sides. In a system of private manufacture 
there is no means of separating the interests of the 
country from private and commercial interests. 

The list which follows has been compiled by the 
Union of Democratic Control and is necessarily in- 
complete. But it is sufficient to show how frequent 
a practice it is for ex-government servants to pass 
on retirement, either in the normal course or 
hastened for that purpose, into the private firms 
with which they, as government servants, have had 
previous dealing. 

Vickers Ltd. 

General the Hon. Sir Herbert Lawrence has been 
chairman of Vickers Ltd. since 1926. He was for- 
merly the Chief of Staff, Headquarters, British Army 
in Prance, from January, 1918. After a distin- 
guished military career in South Africa, in Egypt, 
in France and in the Dardanelles, he left the Army 
on retired pay in 1922. 

Sir Mark Webster Jenkinson was the Controller 
of the Department of Factory Audit and Costs at 
the Ministry of Munitions, and Chief Liquidator 
of Contracts at the Ministry of Munitions after the 
War. 

General Sir J. F. Noel Birch, after a long military 
career, was Artillery Adviser to the Commander-, n- 
Chief in France from 1916-1919. He was the Director 
of Remounts, 1920-21, Director-General of the Terri- 
torial Army, 1921-23, Master-General of the Ordnance 
and Member of the Army Council, 1923-27. 

Sir J. A. Cooper was the Principal in Charge of 
Raw Materials Finance at the War Office from 
1917-19, and then became the Director of Raw 
Materials Finance at the Ministry of Munitions 
from 1919-21. 

Sir Charles Craven is the Managing Director of 
the Works and Shipyards of Vickers- Armstrongs Ltd. 
etc. Served in Royal Navy, 1900 to 1912 (includ- 
ing command of several of the early submarines), 
retiring to join the staff of Vickers Ltd. ; on the out- 
break of war rejoined the Submarine Service; was 
released from active service in 1916 by the Admiralty 
at the request of Vickers Ltd. to rejoin their staff 
at Barrow to supervise the construction of Sub- 
marines and Airships. 

The late Sir A. Trevor Dawson should be men- 
tioned as one of the most important people who have 
been associated with Vickers. The late Sir Arthur 
Trevor Dawson, who was a director until the time 
of his death in May, 1931, was at one time Experi- 
mental Officer at Woolwich Arsenal, and was after- 
wards Superintendent of Ordnance to Vickers, and 
subsequently Chairman of their Artillery and Ship- 
building Management Board. 

Sir Eustace D’Eyncourt was Director of Naval 
Construction and Chief Technical Adviser to the 
Admiralty, 1912-23. Has served with Fairfields, 
1898-1902. After leaving the Admiralty in 1923 he 
was appointed Managing Director of Armstrong 
Whitworth’s shipyards at Newcastle but was re- 
tained as Honorary Adviser on Naval Construction 
to the Admiralty. Well known for the design and 
construction of ships and tanks. He is now the con- 
sulting naval architect and engineer and adviser to 
Vickers-Armstrongs. 

(Also see Parsons Marine Steam Turbine Co.) 
Engineer Rear-Admiral R. Beeman recently 
appointed to Vickers-Armstrongs Barrow .wotks. 
Lord Stanley in the House of Commons on May 29th, 
1935, stated in reply to a question (by Mr. Dobbie : 

“ Engineer Rear-Admiral R. Beeman was 
appointed deputy engineer-in-chief on 1st Decem- 
ber, 1932. There is no fixed period for this 
appointment, which is at their Lordships’ pleasure; 
its duration is usually about two years. This 
period having now expired. Engineer Rear-Admiral 
Beeman was due for relief during the course of 
the year, and would have retired in order to 
facilitate the promotion of junior officers. In view 
of his being offered the post of engineer manager 
at Messrs. Vickers-Armstrongs Barrow works. 


arrangements were made for this relief to be 
carried out forthwith.” 

Col. Kenneth Edward Haynes was a special 
Director of Vickers-Armstrongs for some years till 

1933. He was a member of the Ordnance Com- 
mittee in 1918. Superintendent of Design in 1924- 
1925. 

Technicians. 

Mr. Hunn and Mr. Pain are two instances of 
technicians who have left government service to join 
Vickers, Ltd., and Mr. Symmons and Mr. Hammond, 
who have gone to Vickers Supermarine Aviation Co., 
Ltd. 

Engineer Capt. S. C. Whyham, in September, 

1934, was appointed gun mounting overseer at the 

Vickers Naval Construction Works, Barrow. 

Engineer Capt. Whyham was promoted in 1933 
whilst serving in the Naval Ordnance Dept. 

English Steel Corporation. — Rear-Admiral J. F. O. 
Patterson, O.B.E. Late Director Naval Ordnance. 

Messrs. John Brown & Co. Ltd. 

Joint Managing Directors : 

Sir Thomas BeU, Deputy Controller of Dock- 
yards and Shipping at the Admiralty, 1917-18. 

Capt. T. E. Crease, Naval Assistant to the First 
Sea Lord, 1914-15. Private Secretary to (First 
Sea Lord, 1917-19. Secretary of the Allied Naval 
Council, 1917-19. 

Directors : 

Sir Holberry Mensforth, Director-General of 
Factories, War Office, 1920-26. 

Sir Chas. E. EUis, sometime Director-General 
of Ordnance Supply and member of Council of 
Ministry of Munitions. 

Sir Gerald Frank Talbot, Naval Attache at 
Athens, 1917-20. 

Trustee' for Debenture Holders : 

Admiral Sir Reginald H. S. Bacon, K.C.B., 
K.C.V.O., D.S.O. Director of Naval Ordnance 
and Torpedoes, 1907-9. Managing Director of 
Coventry Ordnance Works, 1910-15. Commanded 
Dover Patrols, 1915-18. Controller Munitions In- 
ventions, 1918-19. Commanded Heavy Howitzer 
Bde., R.M.A., with B.E.F., France. 

The Fairfield Shipping and Engineering Co. 
Rear-Admiral Sir Douglas Brownrigg. Naval 
Censor during the War. 

Messrs. J. S. White <fc Co. Ltd. 

Chairman : Admiral Sir George Goodwin-Goodwin. 
Engineer-in-Chief of the Fleet, 1917-22. 

Parsons Marine Steam. Turbine Co. 

Sir Eustace D’Eyncourt. Chief Technical Adviser 
to the Admiralty, i912-23. 

Birmingham Small Arms Co. 

Chairman : Sir Alexander Roger, Director Motor 
Ambulance Dept., British Red Cross, 1914-15. 
Director-General of Trench Warfare Supply Dept., 
1915-17. 

Handley Page, Ltd. 

Director : Wing-Commander Sir Louis Greig, 

Gentleman Usher in Ordinary to the King since 1924. 
Chairman, Not-Forgotten Association. 

Armstrong-Siddeley Development Co. 

Director : Air Marshal Sir John F. A. Higgins, 
Officer Commanding Forces in Iraq, 1924-26. Air 
Member for Supply and Research to the Air 
Council, 1926-30. 

Note. — Sir John Higgins is also on the Board of 
A. V. Roe & Co., Sir Armstrong- Whitworth’s Air- 
craft, Ltd., and Air Training, Ltd., which are 
controlled by the Armstrong Development Co. 

Technicians : Messrs. Taylor, Reynolds, Briggs, 

Fell Wood, Foster, Draper and Lancaster are 
examples of technicians who have gone to Messrs. 
Armstrong-Siddeley. Mr. Green when he left the 
Royal Aeronautical Establishment was allowed to 
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take with him the drawings and all the informa- 
tion which was available on air-cooled engines. It 
was on the basis of his information that the whole 
of Armstrong’s engine work has been built up. 

Hadfields, Ltd. 

Managing Director : Major Augustus B. H. 

Clerke, C.B.E., Assistant Inspector of Steel, 1899. 
Chief Instructor Ordnance College, 1906. Inspector, 
Roj-al Arsenal, 1908. 

Babcock dc Wilcox Ltd. 

Director : Engineer Vice-Admiral Sir Robert 

Bland Dixon. Engineer Manager of Portsmouth 
Dockyards. Assistant Director of Dockyards. 

Engineer-in-Ohief of the Fleet, 1922-28. 

Bolh-Eoyce, Ltd. 

Director ; Major-General Sir William 0. P. Boyce, 
K.C.M.G., Director of Transport, 1914-19. 

Technicians : Mr. Fell and Mr. Beilby. 

D. Napier ffc Sons. 

Chairman : Sir Harry Snagge, Director and Secre- 
tary of the Ministry of Information, 1918. 

Directors ; Vice- Air Marshal A. E. Borton, Sir 
Harry Brittain, K.B.E., C.M.G., Founder and Mem- 
ber of the Executive Committee of the Anti-Socialist 
Movement. Director of Intelligence of the National 
Service Department. Organised first series of visits 
of British women to the devastated areas 1919. 
Member of the Royal Air Force and Committee 
Ministry of Information. Also director of Illus- 
trated London News and Sketch Ltd., and Provincial 
Newspapers Ltd. 

General Aircraft Ltd. 

Chairman : Sir Maurice Bonham-Carter. Air 

Ministry 1918. Brother of Lt.-General Charles 
Bonham-Carter, director of staff duties at the War 
Office, 1931-33. Director since 1933 of the Terri- 
torial Army. 

Boulton Paul Aircraft Ltd. 

Director : The Chairman is the Rt. Hon. Lord 
Gorell. Lord Gorell was Under-Secretary of State 
for Air, 1921-22. Recently he was Chairman of the 
Gorell Commission which recommended handing over 
greater responsibility for the safety of civil aircraft 
to contractors, a change which the industry had 
demanded for years. 

Blackburn Aeroplane Co. 

Technicians : Mr. Bumpus, Mr. Rennie, and Mr. 
Duncan. 

Bristol Aeroplane Co. 

Technicians : Messrs. Read, Vernon, Leach and 
Mansel. 

Fairey Aviation Co. 

Technicians : Messrs. Youngman, Forsyth and 

Jones. 

Parnall, Aircraft, Ltd. 

Director : Major L. V. S. Blacker was in the 
Directorate of Military Aeronautics and on the 
Imperial General Staff. 

It was stated by the present Lord Chief Justice 
that it is not only necessary that justice should 'be 
done but that it should manifestly appear to 'be done. 
The Union of Democratic Control think that similar 
principles ap:ply to this matter. When it is con- 
sidered that the armament firms are dependent for 
business (either direct or by licensing) upon the 
British Government, it is surely most desirable that 
the employment of an ex-government official by an 
armament firm should be made impossible. 

A large number of Acts of Parliament dealing 
with interested parties serving in Parliament, on 
Local Authorities, etc., have been passed to prevent 
any person being placed in a position in which his 
interest and his duty might conflict. 

It is suggested that it is quite impossible to pre- 
tend that a government official is in that position 
if he is giving advice to the government on con- 
l.'acts with particular firms if he knows that at the 
end of his governmental service he may be offered 
employment 'by one of those firms. 


It is not in the least necessary to suggest or to 
prove corruption. It is sufficient to say that in 
public life opportunities for corruption are as far 
as possible prevented from arising and on this ground 
the Union of Democratic Control suggests that if the 
Commission cannot recommend that the Armaments 
Industry should be taken out of private hands it 
should at least recommend that all government 
employees should as a matter of policy undertake 
never, to take employment with any firm which 
has had government contracts or should forthwith 
resign his appointment upon any such contract being 
entered into. 

This rule might well be general but in the case of 
the Armaments Trade having regard to the facts 
given in this part of the case and to the nature 
of that trade, there appears to be no answer to 
such a suggestion. 

The correspondence and parliamentary questions 
relating thereto which follow show a slightly different 
aspect of the same question. It indicates the manner 
in which private firms may use their contacts with 
the services to obtain salesmen or other officials. 

Letter 1. 

3, Lombard Street, 

London, E.C.3. 

24th June, 1931. 

Colonel E. J. Skinner, D.S.O., 

Headquarters, Royal Artillery, 

Northern Command, 

York. 

Sir, 

We have the honour to inform you that oiir China 
friends, The Jardine Engineering Corporation 
Limited, are desirous of enlisting the services of an 
Officer of the Royal Artillery for employment on 
their Staff in China. The work which this gentle- 
man would have to do would be to sell all natures 
of arms, ammunition, etc., to the Chinese Govern- 
ment. 

It wiU be within your knowledge that several 
Continental Armament firms have been doing con- 
siderable trade in arms with the Chinese, especially 
during the period during which British Firms were 
prohibited from so doing by the terms of the Arms 
Traffic Convention. Now this embargo has been 
raised, they are anxious to develop this side of their 
activities in China. 

In our opinion the Officer selected should be about 
30 years of a,ge and should if possible have active 
service experience or at any rate a good general 
knowledge of all natures of armament, e.g., machine 
guns, guns, tanks, aircraft, etc. 

We should be extremely obliged if you could see 
your way to making enquiries among the officers 
under your command as to whether any of them 
would wish their names put forward for this employ- 
ment. 

The conditions would be a guarantee of three years 
at a salary of £600 per annum, subject to an exten- 
sion to five years at the Jardine Engineering Cor- 
poration’s discretion, in addition of course to full 
travelling expenses. While it is not possible of 
course for us to give any guarantee at this juncture 
of employment after the conclusion of the first con- 
tract, there seems to be no reason at all why an 
introduction to commercial life in China should not 
present a vorj attractive opening for an officer who 
is prepared to spend long periods in the l^r East. 
For this reason it seems desirable that the Officer 
should be unmarried. 

In conclusion we would say that the appointment 
of this gentleman is of a very urgent nature, and 
we would, therefore, request you to be good enough 
to reply as soon as possible. 

We have the honour to be. 

Your obedient Servants, 

(Signed) L. O’Keefe, Director. 

M.'Itheson & Co., Ltd. 
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Letteh. 2. 

Headquarters, R.A., 
Northern Command, 
York. 

26th June, 1931. 

Db.'^h Colonel, 

Colonel Skinner has asked me to send you the 
enclosed letter as he would very much like to have 
the views of the Inspector of Artillery on it, and 
his advice as to what action if any he should take. 

Would you very kindly return the letter with 
your reply. 

Yours, 

(Signed) R. A. Armstrong, Major. 

Bt. Lt.-Col. N. M. de la P. Beresford-Peirse, D.S.O., 
The War Office, S.W.l. 


Letter 3. 

M.T.l, 

The War Office, 
London, S.W.l. 
30th June, 1931. 

Dear Armstrong, 

Yours of the 26th June. Enclosure returned. 

The Inspector of R.A. is of the opinion that there 
is no objection to Colonel Skinner letting any suit- 
able officer he knows of, be aware of the oppor- 
tunity of the appointment. Personally he feels that 
the opportunity, for a serving officer, in view of 
the precarious condition of the armament outlook, 
is not attractive. 

The Inspector of R.A. feels that, apart from the 
age qualification, the job is ideally suited for Colonel 
P. Slither, late R.A., and that Colonel Skinner 
might well mention him when replying to Messrs. 
Matheson & Co., Ltd. 

Colonel P. Slither, as Colonel Skinner knows, has 
just the knowledge they want, and is looking for 
a job. 

Yours sincerely, 

(Signed) N. Beresford Peirse. 

Staff Officer R.A., 

Headquarters, 

Northern Command. 


Letter 4. 

Headquarters R.A., 
Northern Command, 
York. 

3rd July, 1931. 

Gentlemen, 

I have been asked by Colonel Skinner to write to 
you about your letter of the 24th June with reference 
to enlisting the services of an officer of the Royal 
Artillery for emiployment on the staff of the Jardine 
Engineering Corporation, Ltd., in China. 

Colonel Skinner has passed your letter on to 
Colonel P. Suther, C.M.G., D.S.Q., who, although 
over the age of 30 years, is very active, and con- 
sidered to be the most suitable for the appointment. 

Yours faithfully, 

(Signed) R. A. Armstrong, 
Major, R.A. 

To Matheson & Co., Ltd., 

3, Lombard Street, E.C.3. 


On 6th December, 1934, Mr. Seymour Cocks asked 
the Financial Secretary to the War Office whether 
he is aware that the firm of Matheson and Company, 
Ltd., on behalf of the Jardine Engineering Corpora- 
tion Ltd., the agents for Vickers Armstrongs Ltd. 
in China, consulted the headquarters of the Royal 
Artillery (Northern Command) York, as to an officer 
29226 


who could be an arms salesman ; that the com- 
mander in charge of the headquarters consulted the 
War Office; whether the War Office made any sug- 
gestion as to a suitable officer; whether this sug- 
gestion was adopted and whether it is the policy 
of the War Office to assist the arms firms in the 
appointment of their salesmen? 

Mr. Hacking replied: “ I have no kno.wledge of 
any official correspondence on the subject; but in any 
case, if the War Office were asked to recommend 
a suitable retired officer for a civilian post, 1 
should see no objection to this being done.” 

Mr. Cocks asked: “ Is not the right hon. Mem- 
ber aware that the War Office say, in their letter of 
30th June, 1931, that they have no objection to 
serving officers being recommended for this pur- 
pose? ” 

Mr. Hacking replied : “ That is exactly what 1 
cannot trace. We have no official information with 
regard to that.” 

Mr. Cocks asked: ‘‘What has happened to the 
files of the War Office? Have they been destroyed 
so that the relationship between the armament firms 
and the War Office cannot be disclosed?” 

On 11th December, 1934, this was follo.wed up by 
another question: 

11 Deer., col. 203. 

Armament Firms {Appointments). 

In reply to a question by Mr. Cocks concerning 
correspondence of 20th, 26th and 30th June, 1931, 
relating to the appointment of an arms salesman, 
Mr. Hacking said: “ I have now had the advantage 
of seeing in the Press copies of the letters to which 
the hon. Member refers, and of getting into touch 
with the officers who wrote them. Now that I 
have seen them, it is quite obvious that they were 
written as personal, not as official, letters, and that 
is the reason why they were not filed at the War 
Office. The .writer of the letter of 30th June, 1931, 
evidently did allude to serving officers, but it is 
neither the policy nor the practice of the Depart- 
ment to recommend serving officers for civil posts 
of this nature.” 

Mr. Anstruther-Gray asked whether these letters 
were written during the Labour Government’s ad- 
ministration. Mr. Hacking replied : ‘‘ Yes, Sir, that 
is so; and, consequently, if the hon. Member still 
thinks that this correspondence was of an official 
character and desires to attach any blame, the 
blame must be put on someone else and not on us.” 
The matter, however, did not rest there. The 
King’s Regulations for the Army and Army Reserve, 
1928, Section 7, Discipline, Paragraph 512 (a), 
read : 

“ An officer is forbidden to write private letters 
to officials at the War Office on official personal 
matters such as promotion, appointment, posting, 
transfer, &c.” 

Therefore, on 28th January, 1935, Mr. Seymour 
Cocks asked the Financial Secretary to the War 
Office : “ What action he proposes to take in the 

matter of the correspondence relating to an arms 
salesman for the firm of Matheson and Company, 
Ltd., on behalf of the Jardine Engineering Cor- 
poration, Ltd., the agents for Vickers- Armstrongs, 
Ltd., in China, and stated to be personal letters, in 
view of King’s Regulations, 1928, Section 7, Dis- 
cipline, paragraph 512, which forbids an officer to 
write private letters to officials at the War Office on 
official personal matters such as promotion, appoint- 
ment, posting, transfer, etc.?” 

Mr. Hacking replied : 

“ No action is proposed. The Regulation to 
which the hon. Member refers does not, and does 
not intend to, forbid an officer from making per- 
sonal inquiries at the War Office as to Whether 
the name of any officer can be suggested who is 
suitable for a post outside the Army.” 

This association of arms firms with government 
servants is inherent in the system of private manu- 
facture and is plainly open to the gravest abuses. 
The American Arms Inquiry in such revelations as 
those concerning Sir Charles Craven has shown that 

2 F 
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such abuses do in fact occur. The case of Sir 
George Sidney Clive and others might be cited in 
this country. The existence of such regulations as 
those contained in paragraph 56 of the Report of the 
Board of Inquiry into certain statements affecting 
Civil Servants (February, 1928) indicates that these 
abuses are possible. 

Further, the system of private manufacture leads 
to the possibilities of improper relations between 
armament firms and their agents with foreign 
governments, through diplomats, consular agents, 
and other channels. The Times correspondents and 
the case of Mr. A. V. Lander might be mentioned 
and a short statement dealing with the former 
follows. 

This inter-relatedness extends even to the region 
of international conferences such as disarmament 
conferences at which nominees of the private firms 
have been present as delegates, whilst the American 
Arms Inquiry has shown how the private firms have 
their o,wn international conferences, and then use 
their influence with delegates to ensure that their 
interests are not affected by any measure of dis- 
armament. 

No reform of the present system of private manu- 
facture can remove the possibilities of these and 
other abuses which in fact have occurred. Only by 
taking the industry out of private hands can the 
association of government and war contractors bo 
ended and with it the temptations to such abuses. 


Statesikxt concerning Times Corresi’ondents who 

H.WE .ACTED SISirLTANEOUSLY AS VlCKEHS AgENTS. 

At the Annual Meeting of Vickers Ltd. Mr. Kidd 
made certain statements concerning the corre- 
spondents of the Times who had acted simultaneously 
as Vickers Agent. 

The Chairman, Sir Herbert Lawrence, in replying 
said : — 

“ I would ask the gentleman who was speaking 
just now to remember that I am perfectly willing 
to answer any questions on matters of this kind if 
he will come and meet me. He has asked a whole 
series of questions, and all I can say is, I have 
never heard of these gentlemen. I can assure you 
there is nothing to conceal. You shall have all the 
information we have got.” 

The following are the correspondents who were 
mentioned : — 

Boland L’Estrange Bryce, 60 B, The Bidgeway, 
S.W. 19. 

Mr. Bryce, a nephew of Lord Bryce, went to 
Belgrade in 1921 as a British Diplomat in the 
Legation. In 1923, although he had had no 
journalistic experience, he became the Times 
correspondent and Agent for Vickers. We know for 
certain that his chief business was to induce the 
Yugo-Slav Government to buy submarines (at the 
time when the British Government was supposedly 
in favour of the abolition of submarines). He was 
also supposed to sell agricultural machinery, though 
this was a subsidiary object as is shown by the fact 
that his illustrated catalogues were in English and 
not even priced. 

Mr. Bryce did not know Serbian. He had had 
no journalistic experience. His journalistic work 
was done for him by the daughter of a White Russian 
General, the lady being, at the same time, the 
employee of the oflBoial Yugo-Slav Press Bureau. 

Since it was essential not to offend the Govern- 
ment of Yugo-Slavia, Bryce himself did not include 
in his despatches anything disadvantageous to it. 
His “ ghost,” the White Russian lady, co-operated 
willingly because she on her side wished too to 
preserve the existing reactionary Pashitch regime, 
and prevent Yugo-Slavia recognising the Soviets. A 
study of the Times files for the years in question 
(1923-1924) substantiates this point. 

Mr. Brj'ce was not successful as an agent for 
Vickers and when they dismissed him he lost the 
Times post as well. 


M. Georges Boncesco, Financial Councillor to the 
Boumanian Legation, Washingloti, U.S.A. 

M. Georges Boncesco was formerly Commercial 
Attache to the Roumanian Legation in London. 
From January, 1920, to June, 1927, he acted as 
Times correspondent, though he too had had 
no previous journalistic experience. He, too, was 
careful to avoid any despatches which might com- 
promise his other post, that of Vickers’ Agent. It 
was remarked at one time, unofficially, but in 
writing by an important member of the staff of the 
Times, that “ Boncesco sends the official declara- 
tion of Roumanian politicians, which, you will 
admit, are far from being the proper contributions 
for the Times.” 

M. Boncesco, at the same time, was acting as 
-Assistant to Dr. E. Madge, who was representing 
Vickers in Roumania. M. Boncesco looked after the 
commercial part, whilst Dr. Madge provided the 
necessary political influence. They were both living 
in the house of the painter Nicolas Patragou, on the 
Boulevard Lascar Catargiu. Owing to the inter- 
vention of Queen Marie’s favourite. Prince Stirbey, 
through whom negotiations at the Ministry of War 
had to be made, Boncesco lost his Vickers’ agency. 
He was replaced in 1924 by Mr. Boxshall, the son- 
in-law of Prince Stirbey, who became afteiwards the 
Chairman of the Board of Directors of Resitza, an 
armament firm in which the State holds the control 
and Vickers 20 per cent, of the capital. 


M. Mavrocordato. 

M. Mavrocordato, a clerk in Mr. Box.shall’s office 
(i.e. the Roumanian office of Vickers), followed 
M. Boncesco. M. Mavrocordato’s official address 
in the official Roumanian Press Bureau ivas given 
as Vickers’ Office. He, too, had had no previous 
journalistic experience. He was a young engineer, 
who had studied at Cambridge. When the Times 
correspondents ivere reorganised Mr. Lumby became 
a special correspondent for S.E. Europe. M. 
Mavrocordato was his assistant for Roumania, and 
he is still assistant correspondent of the Times. 

The above statement is an instance of abuses 
of the present system which make it desirable 
that that system should end. Others could be cited 
but it is not the concern of the Union of Democratic 
Control to pursue any iiarticular case beyond using 
it as an illustration.* 

The Union of Democratic Control, however, wishes 
to point out that the British Government has never 
declared that they recognise the evils of the Private 
Manufacture of and Trade in Arms. The Prime 
Minister’s Draft Convention of 16th March, 1933, 
still the outstanding document before the dormant 
Disarmament Conference, made no reference to it, 
and the British Delegation gave no suijport to the 
modified French proposals for a system of rigid in- 
ternational control of manufacture, w'hich the French 
put forward as a compromise in May, 1933. 

It is hoped, therefore, that the Royal Commis- 
sion, faced with the evidence which has been laid 
before it, will place on record an official recognition 
that charges enumerated in 1921 by the Temporary 
Mixed Commission are an accurate description to-day. 


The following aro some of the more important 
Exhibits in the U.S.A. Inquiry which have a special 
bearing on British firms and the abuses associated 


with them ; 

Relations of Vickers Ltd. 
with the Admiralty: 

Ex-officials and Vickers 
Ltd. 

Relations with the Press. 

Military information sent 
Abroad. 

Influencing Disarmament 
Conference. 

British Consulates’ assis- 
tance to Arms salesmen. 

Armament Loans 

Avoiding Treaty obliga- 
tions. 


Part I. Exhibits 18. 19, 20, 
21,22, 23,32,125,126,127. 
Part I. Exhibits 127, 172, 
173. 

Part XI. Exhibits 926 
and 927. 

fPart XI. Exhibit 948. 

■{ Part II. Exhibits 213, 255, 
L 256. 

fPartIX.Exhibits816.817. 
< 818, 822, 824, 827. 

[Part XI. Exhibit 931. 
/Part III. Page 644. 

\ Part X. Exhibit 873. 
/Part XI. Exhibit 9481. 
/Part I. Exhibit 162. 

Part V. Exhibit 463, 464, 
476, 612. 
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PART VII 

Present Arrangements in force in the United Kingdom relative to the control of the 
Export Trade in Arms and Munitions of War. 


The Terms of Reference of the Royal Commission 
state, with regard to licensing, that the object is: — 

“ To examine the present arrangements in force 
in the United Kingdom relative to the control of 
the export trade in arms and munitions of war, 
and to report whether these arrangements require 
revision, and, if so, in what direction.” 

The system at present in force is to require a 
licence for every consignment of arms exported. 
It must be pointed out that for the most deadly 
.weapon of warfare — the aeroplane — there is an open 
general licence, issued for their export, the only 
exception being Abyssinia. This arrangement was 
based on a desire to foster the aeroplane industry, 
even at the expense of the public interest both at 
home and in those many countries which import 
British aircraft. 

In presenting the estimates in the House of 
Commons, in 1926, Sir Samuel Hoare, then Minister 
of Air, explained the situation in suitable terms. 
He said : — 

“ Obviously the aircraft industry is essential to 
the exjjansion of the Force in any time of emer- 
gency. It is no good denying the fact that the 
aircraft industry has anany difficult problems to 
face. It is in a peculiarly difficult position through 
the fact that, unlike any other great industry 
in this or any other country, it is almost entirely 
dependent on the orderal of a single Government 
Department. In the case of other great indus- 
tries, there are private customers who give orders, 
and the industry is not entirely dependent on one 
Government Department. This means that in the 
case of the aircraft industry a change in Govern- 
ment policy reacts with particular force upon the 
industry because it has no other customer. . . . 

“ I have been considering the position with my 
advisers, and have come to the conclusion that it 
is now safe and legitimate to withdraw many' of 
these restrictions and, by' this means, to ena.ble 
British firms to sell their newer ty'pes in foreign 
markets a great deal sooner that they would be 
able to do without the withdrawal of the restric- 
tions. I hope, as a result, it will be possible for 
the British firms to be less exclusively dependent 
on a single Government Department here, and 
that it will help them to build up for themselves 
markets abroad for British machines and British 
engines — than which there are no better anywhere 
in the world.” 

This open general licence reveals an extraordinary 
gap in the British licensing system, and if aero- 
planes are to be exported at all, they should come 
under a system of licensing. Further, in view of 
the convertibility of civil planes for military pur- 
poses, a similar licence .should be imposed for civil 
aircraft. 

With regard to all other licences, it is surely an 
axiom of an effective licensing system that all the 
statistics of export should be promptly and fully 
published. At the present time, they are not pub- 
lished except in reply to questions in the House 
of Commons, which extract only incomplete infor- 
mation. Statistics showing the amount of goods 
exported and the countries of export are given in 
the three-monthly Board of Trade statistics, but this 
information is available only after the arms have 
left British ports. 

The inadequacy of the information possessed by 
the British Government is admirably shown by the 
following incident. 

In 1928 a special commission set up by the League 
of Nations Assembly to draft a Convention for the 
Supervision of the Private Manufacture and Rub- 
licity of the Manufacture of Arms and Ammunition 
and Implements of War, recommended that each 
government “ should undertake to transmit to the 
Secretary-General of the League, or to publish 
within two months after the close of each quarter,” 


certain information about the armament licences 
granted. This information included “ the names of 
all the enterprises with which the holder (of the 
licence) has concluded agreements or associations 
of any kind whatsoever, with a view to the pro- 
duction of the articles of war material for which 
the licence has been granted ” (Clause 2). One 
objection raised was that the countries dependent 
on imports pf armaments from abroad would be 
unable to keep private the nature of their war 
preparations while their manufacturing neighbours 
would enjoy all the advantages of secrecy. The 
British delegate gave several very illuminating 
reasons for refusing to accept this clause : 

“ In the first place my Government could not 
give this information; they have not got it. 
Secondly, it is only the manufacturers— the licen- 
sees themselves — who could furnish it, and they 
would certainly refuse to do so. Thirdly, we have 
no power to compel them to do so, and, fourthly, 
very few Governments would have the courage to 
introduce legislation to make them do so.” 

The British Government was undoubtedly right in 
suggesting that very few governments would have 
the courage to introduce legislation to force ai mo- 
ment manufacturers to divulge information a,bout 
their work. Such secrecy is inherent in the private 
manufacture of arms. 

Another example of the incompleteness of the 
present licensing system is indicated by the fact 
that the names of the firms are never divulged. Sir 
J. Simon, on 7th December, 1931, stated with regard 
to export to China and J apan • 

“ I should not in any event be prepared to 
divulge the names of the applicants for licences, 
which are always treated as confidential.” 

Two days later, 9th December, 1931, Major Colville 

stated, concerning China and Japan : 

“ During the past two years licences to export 
war material to the Governments of both countries 
have been issued. The licences were in respect 
of machine guns, rifles, anti-aircraft guns, ammu- 
nition, TNT, coi-dite, neonite, taiilis armoured 
vehicles, aircraft armament, fire control gear, 
naval shells and submarine mines. As I have 
already stated, I am not prepared to disclose the 
names of the firms to whom the licences were 
issued.” 

Mr. Thorne said: “Will the hon. Gentleman give 
any reason why he is not prepared to give the names 
of the firms in question? ” 

Major Colville replied: “The policy has been 

carried out by successive Governments, and I see 
no reason to depart from it.” 

Again on 7th June, 1932, Mr. Runcinian stated 
in reply to a question concerning the refusal of 

permits : — ■ ii, 

“ It has never been the custom to give these 

particulars, and its undesirable to do so.” 

Lastly, on 10th December, 1934, when Mr. R. T. 
Evans asked the following question: 

Mr. R. T. Evans asked the President of the 
Board of Trade particulars of all licences granted 
during the years 1932, 1933, and the 11 months 
of 1934, in respect of exports of war material, 
such particulars to include the names of the 
firms to whom the licences have been granted, 
the quantities and descriptions of the commodi- 
ties involved, and the oversea countries to which 
they were consigned P 
Colonel Colville replied : 

“ It has not been the practice to disclose the 
names of the individual firms to whom licences 
have been granted, and the value of a statement 
of such length and in such detail as the hon. 
Member desires would not in my opinion, justify 
the expenditure of the time and labour which 
would be required for its preparation.” 
Occasionally licences are refused, but incomplete 
information only is available on such refusals. 
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On 27th February, 1934, Mr. Runoiman admitted : 
“ Records of the number of licences issued are 
not available for the udiole period in question. 
In any event, statistics showing only the number 
of licences issued would give no indication of the 
quantities or materials covered by such licences, 
and to extract the information as to quantities 
and materials over the (period for which records 
are available would require expenditure of much 
time and labour.” 

-4th April, 1934, Mr. Runciman stated : 

Seven formal applications for licences to export 
arms were refused during the four years 1930 to 
1933. I should, however, add that in cases of 
doubt prospective applicants normally make in- 
formal inquiries, and that no information is avail- 
able as to tbe number of cases in which inquirers 
wei e informed that a licence would not be issued.” 
These seven cases were described on 9th May, 1934 
in the following statement by Sir John Simon : 

The consignees in the seven cases referred to 
were Government authorities in China (three cases) 
and in Brazil (two cases), a private individual in 
Austria, and a firm in Belgium. Various Depart- 
ments are consulted before the issue of licences, 
and the decision to refuse a particular licence may 
be taken on the advice of any of these Depart- 
ments.” 

On 27th November, 1934, iMr. Runciman gave 
later information : — 

“In the 12 months ended 31st October, 415 
licences were issued for the export of war material 
and seven licences refused. 

Sir John Simon gave confirmatory statement of 
the general principles governing the licensing system 
on 8th November, 1934: — 

“ In the first placq the British exporter has to 
establish to the satisfaction of the appropriate 
Department the real destination of his goods. 
Again, we give no licence except for export to 
Governments, a thing which is worth noting. In 
the next place, w-e refuse the benefit of our export 
credits system to the export of munitions of war, 
and, so far as I know, we are the only country 
in the world which does so. Further, we never 
subsidise a private firm to produce arms — never. 
If I may refer to the service of the Foreign Office 
and make a perfectly simple statement about it, 
ue never allow our diplomatic or consular repre- 
sentatives abroad to act as travellers or can- 
vassers for armament firms — never. Our diplo- 
matic help is given only when a foreign State 
has announced its intentions to purchase from 
abroad. Then our service naturally does its best 
to secure that the British firms should get a 
proper opportunity.” 

Assuming the private manufacture of and trade 
in arms, it is not enough to have prompt publica- 
tion of detailed statistics for trade from the 
licensing of the order at the works to the final 
consignment to the receiving Government. There 
should be a licence system svhioh includes manufac- 
ture, both State and private, and this must be 
accompanied by an international organisation for 
the inspection of the industry on the spot in order 
to verify the returns which are made. 

A system which demanded a licence for the manu- 
facture, with full publicity and inspection would 
expo.se the accelerated arming of countries which 
invariably precedes a war. Thus, for example, the 
arming of Bolivia and Paraguay from 1928 onwards, 
when the dispute between Bolivia and Paraguay 
broke out, would have been known to the world 
before continuous warfare started in 1932. Similarly, 
the concentrated arming of China and Japan from 
1929 onwards would have been exposed. It was little 
short of a farce to discuss an embargo, in the case 
of Bolivia and Paraguay in 1933, when the two 
countries were already fully equipped, and in the 
case of China and Japan when both countries were 
supplied. 

The case of the Chaco is particularly notorious, 
as neither Bolivia nor Paraguay manufactured arms, 
aircraft or munitions. The war was therefore only 
possible because of tbe activities of arms manu- 
facturers from the very countries which were 


supposed to be trying to stop the war. The pro- 
longed delays in establishing an arms boycott and 
the leakages which continued afterwards across the 
Argentine and through the international rivers in 
South America, emphasise the need for a far more 
stringent licensing system, which is only possible 
if based on a state ownership and control of arms 
manufacture. 

The licensing system is further incomplete as it 
does not include the export of chemical substances 
■which are of military use only, and certain elements 
required for the manufacture of explosives. 

But even these improvements in the British 
system do not remove the dangers inherent in the 
arms traffic. Nor do they remove the possibilities 
of British firms circumventing them. They do not 
prevent British firms manufacturing or finishing 
arms abroad and thus avoiding the licence system. 
This manufacture abroad can take two forms : — 

(1) it can be done in direct subsidiaries of the 
home armaments firms, and 

(2) it can be done under licence in the works of 
foreign armament firms. 

Examples of direct foreign subsidiaries are ; — 
Vickers. 

Placencia del las armas, in Spain. 
l.C.l. 

Bickford & Co., Austria (fuse factory). 
Cartoucheria Obea, Argentine (revolver and sport- 
ing ammunition). 

Fairey Aviation. 

Belgian factory. 

Soley Armament Corporation. 

Belgian factory. 

This is plainly shown in answer to a question in 
the House of Commons on 7th June, 1932; — 

Mr. Tom Williams asked ; “ Do I understand 
from the reply that where English people have 
firms abroad producing munitions of war they are 
subject to these licences? ” 

Mr. Runciman replied: “No, Sir; licences can 
only apply to exports from this country.” 

Both Vickers and I.C.I., as well as having these 
direct subsidiaries abroad, also have large invest- 
ments ranging from 50 to 20 per cent, in foreign 
armaments firms. Vickers has interests in Vickers- 
lerni, Italy ; the J apanese Steel Works, which is 
part of the Mitsui armament concern; Resitza, 
Roumania; the Societe Polonaise de Materiel de 
Guerre and the Sociedad Espauola de Construccion 
Naval. I.C.I. has interests in Societe Anonyme 
d’Arendonck explosives factory in Belgium (30 per 
cent.); Czechoslovak Explosives, Ltd., (32 per 
cent.) ; Dynamit-Action-Gesellschaft (12 per cent.) 
Explosives and Accessories, Germany; the Roumanian 
Explosives Co. (20 per cent.); the Hungarian 
Explosives Co. (12 per cent.). Vickers and I.C.I. 
have also a number of subsidiary and allied com- 
panies in the British Dominions. 

Secondly, the records in Somerset House and the 
Agreements produced in the American Inquiry show 
that Vickers and I.C.I. have a number of patent 
and selling arrangements with foreign armament 
firms. These probably include, as did the agree- 
ment between Vickers and the Electric Boat Com- 
pany, arrangements for carrying out work in each 
other’s factories. 

Further, the licensing system does not cover, nor 
indeed affect, the preliminaries to the placing of 
orders. Colonel Colville admitted as much in a 
statement on 8th March, 1933, when he said: — 

“ There is no regulation which requires arms 
manufacturers and merchants to advise my 
Department immediately a foreign contract has 
been secured. The jurisdiction of the Board of 
Trade commences only when application is made 
for an export licence.” 

Another criticism of the present licensing system 
is that based on the fact that embargoes can 
and are in fact avoided in. spite of it. 
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For example, an arms firm can sell to a third 
party, which can re-sell to the nations requiring 
arms.' This happened in the case of Bolivia and 
Paraguay, although the British Government denied 
any knowledge of it. l'’or instance, on 13th Feb- 
ruary, 1935, .when asked whether he was able to 
state ’ what arms reached Bolivia and Paraguay 
during the period of the double embargo. Sir J. 
Simon said : — 

“No, Sir. I regret that I have not sufficient 
information to reply to this question.” 

Mr. Mander asked: “Will my right hoii. 

Friend consider the advisability of asking for the 
information to see whether there are any arms 
in addition to those from Belgium and Norway 
about which representations have already been 
made? ” 

Sir J. Simon replied: “These were cases in 

which information reached us, not from Bolivia 
or Parguay, but from other sources. My hon. 
Friend will, of course, see the difficulty of know- 
ing where to address our enquiries.” 

Documents in the U.S.A. Arms Inquiry brought 
to light a number of such cases, concerning China 
and Japan, and Bolivia and Paraguay. 

Example 1. 

On 12th September, 1929, Colonel Taylor, the joint 
agent of I.C.I. and du Pont de Nemours in Paris, 
cabled to the American firm: — 

Cable No. 792. 

“ Believe N. E. Bates Jr. should try to sell to 
Northern China as I do not believe we should 
deal through Holland. Imperial Chemical 
Industries Ltd. have quoted following prices to 
Shanghai through Austrian company. Cannon 
powder 2-65 dollars; rifle powder 2-26 dollars per 
pound c.i.f. including 25 per cent, commission.” 
Cabled from Paris Office, 12th September, 1929. 

Example 2. 

The following Exhibit No. 477 was written by 
Mr. N. E. Bates, Jr., the South American Agent of 
du Pont and also of I.C.I. — 

Exhibit No. 477. 

(Copy to Imperial Chemical Industries, Ltd., Sec. 
Anon. Commercial e Industrial Tucuman, 681, 
Buenos Aires, Argentina, and Imperial Chemical 
Industries, Ltd., 285, Madison Avenue, New 
York.) 

Ms-176-A-I, 

184-Uruguaj’an Govt. 

Colonel William N. Taylor, 
Paris Office, Foreign Eelatious Dept. 

June 11th, 1934. 

Incorporated with limited Liability in the 
State of Delaware, U.S.A. 

H.-108. 

Imperial Chemical Industries, Ltd., 

Cordite Section, 

Millbank, London, S.W.l, England. 

Dear Sirs, 

Attached is confirmation copy of our cablegram of 
7th June informing you that Sr. Manuel Ferreira, 
our agent in Paraguay, who is now in Buenos Aires, 
asked us for prices c.i.f. Montevideo on 200 kilos. 
Picric Acid and 2,000 kilos. Flake T.N.T. We also 
informed you in our cablegram that we could not 
quote from this end owing to the embargo on 
munitions and military propellants decreed by Presi- 
dent Roosevelt. 

In view of the fact that there is no similar embargo 
obtaining in England, we suggested that you quote 
prices to your office in Buenos Aires, who in turn 
would advise Ferreira. 


Although this inquiry distinctly states that prices 
are wanted c.i.f. Montevideo, we suspect that the 
material is for Paraguay, and since we wish to co- 
operate with our Government in observing the 
embargo, we deemed it best not to quote. 

Yours faithfully. 

For E. I. DU Pont de Nemours & Company, 
N. E. Bates, Jr. 

NEB : AKR. 


Exhibit No. 478 gives the telegram and its de- 


coding : — 


Exhibit 

No. 478. 

Cipher word. 

Agiou 



Advise 

Ferreira .. 



Ferreira 

Iwrpu 



Cannot Quote 

Edjec 



Owing to Embargo 

Manmu 



Stop 

ICI 



... I.C.I 

Gjexe 



London 

Ixcje 



Will quote 

Dsoox 



Direct to you 


Further, embargoes are always discussed for months 
beforehand so that not only the countries at war 
but the arms firms are given abundance of notice. 
In a letter from Mr. J. H. Spencer, of Spencer & 
Waters, Ltd., Chile office, dated 24th December, 1932, 
Mr. Spencer, writing to Mr. Monaghan, the Export 
Manager of Remington Arms Company, said: — 


“ I notice in the Press that there is considerable 
agitation in Washington circles to put an embargo 
on shipments of any ammunition to any of these 
countries practically at war, but in the meantime 
European manufacturers are selling all they pos- 
sibly can.” 


Conclusion. 

To summarise our criticism of the present system 
of licensing : — 

(1) It does not cover the export of aeroplanes. 

(2) It does not cover the export of chemical 
substances which are of military use only and 
certain elements required for the manufacture of 
explosives. 

(3) Information is only published after the arms 
have left British ports. 

(4) Information is inadequate. It does not give 
the name of the firms involved. It does not give 
particulars of cases where permits for licences are 
refused. It does not cover manufacture nor the 
essential inspection which should accompany manu- 
facture. 

(5) It does not prevent British firms manufactur- 
ing or finishing arms abroad and thus avoiding 
the licensing system. 

(6) It does not cover the preliminary unofficial 
inquiries made by prospective applicants. 

Assuming the trade in arms, the following are 
essential reforms, but it must be stated that only 
the prohibition of the export of arms and munitions 
would remove the abuses inherent in such traffic : — 

(1) Publication of licences. 

(2) Publicity for orders from state and private 
works. 

(3) Publicity for purchase by home and foreign 
governments. 

(4) Licences to manufacture and full publicity 
for such manufacture. 

The suggestions for such proposals made during 
February, 1935, were supported by all nations except 
Great Britain, Italy and Japan. 

The Union of Democratic Control therefore hope 
that, as a contribution to the removal of the present 
serious defects of the licensing system the Royal 
Commission will advise the British Government to 
support the aforementioned proposals. 
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PART VIII 

The Practicability of the Prohibition of the Private Manufacture and 
Trade and the Institution of a State Monopoly. 


In preparing the three sections which follow the 
Union of Democratic Control urge that quite apart 
from particular instances of inefficiency the system 
of private manufacture of arms inevitably gives rise 
to inefficiency. No suggestion for reforming these 
abuses can abolish these inherent tendencies. If 
they are to be avoided, the whole industry must be 
taken out of private hands. 

It is not the function of the Union of Democratic 
Controls to make detailed proposals for producing 
an efficient war machine or to advocate nationalisa- 
tion for that purpose. The Union of Democratic 
Controls’ objects do not include this object. It is 
the business of the Union of Democratic Control 
to demonstrate the widespread and inherent evils in 
the armament industry. The present system has 
been shown to give rise inevitably to inefficiency, 
corruption, secrecy and irresponsibility in national 
and international affairs, and finally plays a 
promiment part in fomenting war and national 
antagonisms. 

Nevertheless, it has been thought advisable to give 
some indication of the general framework of 
nationalisation and control. 

1. The PiiACTicABiLiTy of the Prohibition of the 
Private Manufacture and Trade in Heavy 
Arms and the institution of a State Monopoly. 

It is plainly impossible without access to the 
documents and books both of the firms involved and of 
the government departments which deal with them, 
to put foTAvard any detailed schemes of nationalisa- 
tion. This is very much more the case when dealing 
with the heavy armaments industry, which has 
neither the trustified and monopolistic nature of 
the chemical industry nor the comparatively simple, 
though as yet un-ooordinated units which charac- 
terise the aircraft industry. 

The heavy armaments industry has already been 
described in some detail together with that of the 
main essential raw materials which are frequently 
under the same control as that of the completed 
armaments. It has been shown that the firm of 
Vickers Ltd. dominates the industry and that this 
group is the centre of a complex group which has 
ramifications in this and in other countries, in firms 
producing raw materials and accessories, in banks 
and in other directions which give it a dominating 
influence. 

Whilst in the chemical and aircraft industries the 
point was made that the plant used for producing 
commercial goods is capable, often with very little 
modification, of producing war goods, and that 
similarly in the aircraft industry, the same plant 
would be used for producing civil planes capable of 
use as military planes, and that aero engines could 
be used for either type of plane, in the heavy arm in- 
dustry this interchangeability is rarely found. There 
is no peaceful use in a 16-inch gun and no one can 
pretend that a torpedo has any commercial utility. 

The principle has already been adopted to a great 
extent of dividing the production of military arms 
from tlliat of civil goods. Thus, in the Vickers 
group which, in view of its predominating import- 
ance, is in this memorandum taken as the basis for 
discussion, most of the railway wheel and axle 
business is done at Taylor Bros., armour plate pro- 
duction is centred at the River Don works, heavy 
castings at the Grimesthorpe works, and tools at 
Openshaw. The forge departments at Darlington 
Forge and Openshaw have been closed and forging 
operations centred at Sheffield, while the drop forg- 
ings works at Elswick and Attercliffe are being merged 
into one big department at the River Don works. 
The amalgamation of Vickers’ and Cammell Laird’s 
railway interests took place under the Metropolitan 
Cammell Railway Wagon and Finance Co., and a 
further move has been the formation of the Firth- 
Vickers Stainless Steel Co., absorbing the stainless 
steel business of Firth Brown and English Steel 
Corporation. 


If this concentration is a move for productive 
efficiency, then it appears reasonable to assume that 
a concentration of armament production would also 
lead to greater efficiency. If the concentration of 
the armour plate production of Vickers, Armstrong 
Whitworth and Cammell Laird has proved 
economical, then would not the absorption of the 
armour iilato production of Firth Brown and Beard- 
more under a government control bo a further step 
towards greater efficiency? 

The differences between the production of steel 
for armaments and that for commercial products 
start from the time the raw metal is placed in 
the furnace. This definite distinction between arms 
and civil production is a factor of enormous im- 
portance in the consideration of the practicability 
of the institution of a state monopoly in the heavy 
arms industry. 

The principle of separation is already admitted 
in the memorandum* on the abolition of private 
manufacture and the nationalisation of the manufac- 
ture of arms presented to the Disarmament Con- 
ference by the French, Spanish, Polish and Danish 
Governments in 1933, in which they state : 

“ The abolition of arms manufacture is not de- 
signed to concentrate in the hands of the State 
all manufacture that might serve to produce arms. 

“ The sole object is to reserve to the State that 
part of industrial production whereby a product 
undergoes the first transformation which renders 
it unfit for pacific purposes and destines it ex- 
clusively for military use.” 

Arms which in the process of manufacture are pro- 
duced separately from all commercial work from the 
time wdien the pig iron, scrap steel and alloy addi- 
tions are charged in the steel melting furnaces, in- 
clude the following : 

(a) Armour plate for ships and tanks. 

(b) Armour piercing shell. 

(c) High explosive and shrapnel shell. 

(d) Air vessels for torpedoes. 

(e) Gun forgings. 

(/) Gun shields and barbettes. 

(p) Communication tubes. 

(h) Castings for turbines, gun mountings, etc. 

(i) Ship castings. 

Materials required for high explosive and shraijnel 
shell could be purchased in bar or billet from out- 
side sources and subsequent operations carried out 
in a government arsenal. But, as far as tbe other 
articles are concerned, it is essential, owing to their 
size and their composition and the heat necessary, 
that they should be finished in the works where 
they are cast up to the final machinery stages at 
least. Thus, a separation of the manufacture of 
heavy arms from that of commercial steel goods, 
which is a practicable consideration, must assume 
the government’s ownership and control of the steel 
works necessary for the manufacture of the war 
stores enumerated above. 

The standard case will undoubtedly be put by the 
arms firms and possibly by the service departments 
associated with them that private manufacture is : 

(a) essential for rapid expansion on the outbreak 
of war, and 

(b) more efficient. 

With regard to (a) Dr. Addison has proved that 
on the basis of his experience during the last war, 
this is not true. Further, in his memorandum and 
in subsequent cross-examination, he gave reasons 
why it was correct to assume that xirivate firms would 
fail just as much in the event of another war to 
satisfy the requirements of expansion. 

Dr. Addison also gave many illustrations of the 
inefficiency of private firms during the war period. 

* Conf. D/C.G.48. Geneva. March 4th, 1933. Pages 
8 and 9. 
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Whilst there may have been extenuating circum- 
stances at that time, they do not apply to-day. 

But taking Vickers as an example, and it with 
its tremendous capital and widely spread industry 
has every facility for efficiency, it can bo shown that 
the same inefficiencies characterising the private 
firms during the war characterise them to-day. 
Indeed, these inefficiencies are inherent in the 
system of private manufacture. The following are 
taken as representative examples, and it is sugge.sted 
that if access to complete information were avail- 
able they coidd be enlarged and others discovered. 

LOSSES EVE TO TEE JOINT MANUFACTUBE 
OF ABMAMENT AND COMMEBCIAL STEELS 
IN PBIVATE FACTOBIES. 

Technical Losses. 

1. Works layout. 

The largest part of the steel required for arma- 
ments in this country is manufactured in the 
Brightside district of Sheffield. The arms firms 
manufacturing them are; — 

B.S.O. Ltd. (Cyclops works); Thos. Firth & John 
Brown (Atlas and Norfolk works); E.S.C. Ltd. 
(Grimesthorpe works); E.S.C. Ltd. (River Don 
works); W. Jessop & Sons (B.S.A. subsidiary); 
Firth & Brown (Tinsley works); Firtli-Vickers 
Stainless Steel Corporation. Firth Derihon Drop 
Forgings and Hadfield. 

Throughout the area runs the River Don 
«hich provides a sup])ly of cliea]) water, a 
barrier to efficient works laj'out, a hindrance to 
internal transport, and an annual flood. The works 
are riddled with roads which split them into awkward 
and uneconomic pieces, and the internal railways are 
a collection of shunting stretches and acute bends. 
Not one of the works has been planned as a whole 
but each firm has gradually grown and has acquired 
land wherever possible without regard to efficient 
layout. Amalgamations have taken place but have 
not resulted in big changes of internal structure, a 
policy being pursued of concentration into certain 
units without radical alterations. It is true that 
E.S.C. has spent above £1,000,000 this last two 
years on new plant and buildings, but it has been 
a policy of tackling the different manufactriring 
units one by one without due regard being paid to 
the whole. When the representative of this great 
corporation declared in open coui*t that rationalisa- 
tion was “ a word which originated in Parliament 
to mean amalgamation ” it was a sufficient insight 
into the business mind of the arms manufacturers. 

When a works is laid out for the production of 
several types of product, it is obvious that the lay- 
out cannot be as satisfactory as if it were designed 
for one product only. For example the armour plate 
departments of E.S.C. are situated fairly close 
together, but even so a plate must cross the main 
Sheffield-Doncaster road by a level crossing no fewer 
than four times in the course of its pro'ductiou. A 
distance of three-quarters of a mile separates two 
armour plate departments of what was formerly 
Cammel! Laird’s works at Grimesthorpe and Cyclops, 
and though the latter works is not piroduoing at the 
moment, arms products have still a rail journey to 
make from Grimesthorpe to River Don works. 
There is a big transfer of steel between E.S.C. and 
its subsidiaiy company Industrial Steels — IJ miles 
apart — and Firth Brown manufactures steel in the 
Atlas and Norfolk works to be finished in the Tinsley 
Works. 

2. Administration. 

The steel firms will be eager to point out that 
administration expenses upon armament steels are 
much heavier than upon commercial. What they 
will not be so eager to see is that the wider the 
range of products in a single factory, the greater 
must be the administrative problems, consequently the 
heavier the expenses. The segregation of armament 
production into a national factor}' would, whilst not 
overcoming the technical difficulty of each job being 
an individual job demanding special care, con- 
siderably lessen the administrative difficulties. 


Nor would the government have to bear a pro- 
portion of that costly world wide selling organisa- 
tion which Vickers emphasised so much during the 
War. 

3. Material control. 

An earlier reference was made to the trouble 
caused to all steel firms by the mixing of various 
types of scrap and materials. It is partly for this 
reason that there is an inclination to limit the 
number of brands of steel produced as no matter 
how carefully scrap bins and steel oddments are 
marked there is always the likelihood of low grade 
scrap getting into an armaments cast, or of nickel 
steel scrap being wasted in producing a cheap 
commercial steel. Ingots and surplus pieces of steel 
have a habit of lying around for months and 
occasionally years, and as records are expensive to 
maintain in an up-to-date condition it is often the 
practice to dispose of steel above a few months old 
by remelting it. The saving resulting from a 
complete separation of cheap and armament steels 
might not amount to a great deal in this direction 
but stock control problems would certainly be 
simplified. 

4. Compromise in plant. 

It is self evident that the manufacture of say 
Morris Oxford and Rolls Royce cars in the same 
factory would not be an economic proposition. It 
is surely just as absurd to associate straight com- 
mercial steels with high class armament steels. 
Reference has been made to the unsuitability of gun 
turning lathes for commercial work, and though the 
manufacture of the two types of steel is separated 
to a large extent, certain compromises have to be 
made in plant equipment in those departments 
where the two are associated. 

Other things being equal, the rate of melting in 
an open hearth furnace is determined by the ratio 
of weight charged to hearth area. When a furnace 
is built a balance must be struck between lowering 
the melting cost by extending the hearth area and 
raising the overhead costs by investment in more 
bricks, framework and floor space. The more 
expensive a steel is to melt — the arms steels are the 
most expensive — then the greater will be the saving 
by an extension of the hearth, though the cost of 
increasing the hearth wall be the same in all cases. 
Thus a hearth can be extended more if the furnace 
is to melt arms steel exclusively than it can be if to 
melt both, consequently a compromise does not 
permit of the lowest possible cost of production. 

The capacity of a furnace (i.e. quantity of molten 
steel it is designed to hold) should be determined by 
the average size of a cast. As commercial steel casts 
are more numerous than arms steel casts the furnace 
will tend to be of the size required for their pro- 
duction and not of the latter. 

Other examples could be given of the disadvantages 
arising from compromise. 

The tendency in the commercial world is for 
bigger and bigger steel products. I.C.I. requires 
tremendously large high pressure vessels and solid 
forgings replace items which were formerly built of 
several parts. But the demand for arms steel is 
not in the direction of larger ingots. The largest 
required is about 100 tons, whilst commercial ingots 
are now up to 200 tons in weight, and the armament 
ingots have to share the cost of fitting the melting 
house and forge with equipment capable of dealing 
with up to 250 toil ingots though they themselves 
do not need it. 

5. General Inefficiency. 

The Government appreciates that the steel industry 
is still very inefficient and badly organised for they 
made the granting of tariffs conditional upon re- 
organisation, the undertaking of which has been con- 
sistently avoided by the industry since the tariffs 
w'ere granted. Progress has been made in several 
directions but rationalisation is yet unknowm. 

What applies to the whole industry applies equally 
to the heavy firms. When Vickers-Armstrongs and 
Cammells formed E.S.C. there was little considera- 
tion given as to the course of future developments. 
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Concentration did take place in the making of certain 
products, but works were closed with a rapidity which 
cost thousands of pounds. Cammell Laird’s works at 
Penistone were closed down overnight, though three 
or four furnaces were under gas — it costs over £100 
to light up a furnace — all of them were in excellent 
repair and there were large stocks of iron ore, pig 
iron and scrap steel available. The correct policy 
was to have turned all the stocks into ingots and 
had them transported to the works requiring them. 
Instead the stocks of raw materials were moved and 
the furnaces deserted, to be pulled down three years 
later and rebuilt in the River Don works. 

The Motor Car Crank Department (machining drop 
forgings) was situated in the Attercliffe works, 
Sheffield, of Vickers. Certain of the machines were 
moved into the East Machine Shop at the River Don 
works in 1930, found unsatisfactory there, and were 
returned to Attercliffe. A few months later all the 
machines were moved to the Grimesthorpe works at 
a cost of not less than £15,000. Eighteen months 
later all the machines were moved into the East 
Machine S'hop, River Don works, again at a cost of 
thousands. 

Instances similar to these can be recited ad 
nauseam, all going to show that there was little 
coherence in the technical planning of the com- 
pany. It was realised that the works site was 
not of the best, and the chief engineer and others 
inspected a site at Poole, bordering on the sea. 
Chiefly on the score of the distance from coal the 
scheme of moving the E.S.C. works away from 
Sheffield was turned down. Instead the River Don 
works have been repaired piecemeal. The melting 
house was brought from Penistone, forging presses 
from Openshaw, machine tools from Openshaw and 
Grimesthorpe, and drop stamps from Elswick. As a 
contrast to this, the United States Steel Corporation 
and the Thyssen Group in Germany have abandoned 
the practice of reconstructing a works that has fallen 
behind. They allow it to carry on while they set 
up new works of the most advanced type to take its 
place; when that is ready the old is dismantled and 
either abandoned or rebuilt entirely. 

The other heavy arms firms do not appear to be 
run on any sounder lines. If it be asked how, 
despite these inefficiencies they manage to continue 
in business, the reply can be found in a slight twist 
of the famous question and answer : 

“ Why do heavy arms firms make profits? ” 

“ Because they only have other arms firms to 

compete with.” 

Commercial Losses. 

1. Capital losses. 

The chairman of Stewart & Lloyds, referring to 
the steel industry in his recent annual report, de- 
clared “ Figures which have been supplied to me show 
that on a rough estimate £58,000,000 has been 
written off since the War, representing some 60 per 
cent, of the capital invested.” The Government has 
not had to bear any portion of this loss directly — 
apart from an offset against income tax liability — 
but the effect of financial weakness in the industry 
was ably stated in the Balfour report. A company 
which is financially weak cannot borrow capital and 
the prospect of profit being the sole attraction for 
investors and bankers alike and without capital the 
company cannot raise the level of its efficiency. It 
therefore is in no position to lower its prices and 
share out its overhead costs on an enlarged output 
as an immediate loss would be unavoidable. The 
tendency will be for it to maintain prices, to squeeze 
as much as possible those customers who can afford 
to pay, and to lower costs in turning out an inferior 
article. 

With the exception of the South Sea Bubble, 
Britain’s financial history has few things more 
spectacular to offer than Vickers’ investments after 
the War. £I7J millions in a few months, and the 
larger portion of it lost in a very short space of 
time ! Armstrong Whitworth crashed just as heavily 
on speculative undertakings unconnected with arma- 
ment making. Vickers’ shares were written down. 


so were Armstrong’s, Cammell Laird’s, Brown’s. Re- 
cently Hadfield reduced its capital from £2.i to 
£1J millions, Darlington Forges has gone, and 
though Vickers had the opportunity of a review of 
the capital assets they bungled two amalgamations 
by way of E.S.C. and the Metropolitan Rail & 
Carriage Co. 

Vickers has always held a strong financial posi- 
tion but even it appeared chary of investing 
money in E.S.C. After the latter’s reconstruction 
in 1931 — incidentally not with the full approval of 
the auditors — although the chairman of Vickers com- 
plained of having to hold securites returning 3J per 
cent, instead of financing the building of battle- 
ships, yet E.S.C. had to clear out obsolete machinery 
and plant at any price in order to raise funds, though 
the scrap market rose rapidly during the same period. 
The reconstruction of E.S.C. plant commenced in 
1932, and is intended to cost about £1J millions. 
The works were in a pitiful state, and half the 
machinery was out of date. The melting furnaces 
were very old, and gas leaked from the underground 
chambers of one into the next. Owing to these 
leakages the cost of melting was high. It was 
probably due to the loss of heat that charges were 
often composed of 25 per cent, scrap and 75 per 
cent, pig iron, reversing the usual proportion, for 
pig iron is more easily melted than large pieces of 
scrap. Pig iron at that time was costing double the 
price of scrap, and also requires larger additions 
of iron ore to be made to the furnace for purifjdng 
the charge. 

In the financial scheme for reconstruction E.S.C. 
had an item of £100,000 reserved for “ Deferred 
Repairs ”. Actually the whole reconstruction was a 
deferred repair, but the figure is quoterl merely as an 
illustration of the way in which necessary repairs 
were arising and being s-helved. The tendency was 
also to neglect departments which at the moment 
appeared to be surplus to requirements. In a sudden 
emergency Cyclops works was certainly in no condi- 
tion to commence the manufacture of armour jjlate 
immediately. Similarly other firms allowed plant to 
decay. Hadfield’s shell forging .shop was deserted, the 
engineer’s observation being “ Don’t touch it any 
more; let it rot.” Bcardmore, prior to the trade 
revival of this last two years was in a very shaky 
position, and it is certain that in the cheeseparing 
necessary to reduce losses the working efficiency of 
various departments would he impaired. 

2. Budgeting . 

There are numerous ways of indicating that from 
a financial and administrative point of view, the 
manufacture of armaments should not be conducted 
in association with commercial activities. “ Budget- 
ting ” is a feature of all modern business firms, but 
there must be few industries where it is of less 
use than in the steel industry, subjected as no other 
to the vagaries of the trade cycle. What, for 
example, could be planned in E.S.G. where the 
annual trade from 1930 onwards was, in round 
figures £3,000,000; £2,000,000; ,£1,300,000; 

£2,000,000 and’ £3,000,000. At one period — early 
1932 — the melting department had to commence the 
week with only two carts on order — each furnace 
made about 11 carts per week and there were three 
furnaces working — therefore the melting costs of 
necessity were very high. Firth Brown was in 
just as bad a position, only their electric furnace 
producing stainle.ss steel running economically, and 
similar conditions existed in all heavy steel firms. 
As the prices charged to the Government are in- 
fluenced by costs of production it will be appreciated 
that this uneconomic manufacture, due to changes 
in the commercial world and not to any govern- 
mental factors, sends np the iJrices of arms products 
sold to the Government. 

3. Depreciation. 

A general rate of depreciation is charged into the 
manufacturing costs of all steel products, the rate 
allowed for arms and commercial steels being 7i 
I)er cent, on plant. But reference has been made 
earlier to the vast difference in the speed of manu- 
facturing the two types of steel, and as speed is 
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the biggest factor bearing on the rate of deprecia- 
tion, that rate cannot be so high on arms steels as 
on commercial. Nor, since methods of manufac- 
turing armour plate and guns change but little, is 
there the same tendency for machines to become 
obsolete. 

The average age of the machine tools in Cyclops 
works must be about 35 years, some of them dating 
back to the 80’s. Similarly the machinery in the 
planing shops at River Don works is considerably 
older than the average machine in the commercial 
departments. Last year two big planing machines 
were taken out of storage and rebedded m pre- 
paration for the increase in armour plate work, the 
machines being about 25 years old. Although so old 
they were no more dated than the other machines 
in the department. This does not infer that the 
machines used on armour plate work are out of date, 
but only that they have a much longer useful life 
than general machinery. 

4. Associated companies. 

All the heavy arms firms are linked up with com- 
panies which supply them with raw materials, or 
equipment, or serve as an outlet for their products. 
Hadfield owns Bean Industries Ltd. for the disposal 
of some of its steel. Brown the Carnforth Iron 
Co., who supply it with pig iron; Armstrong 
Whitworth has Armstrong Saurer, Armstrong 
Siddeley Motors, Craven Bros., etc. Whilst this 
association is presumably for the benefit of the 
parent company it is possible for it to prove a 
disadvantage on occasions. The tendency is for all 
requirements to be supplied by the associated com- 
pany whether its product is the most suitable or 
not ’ Last year the management of the machine 
departments in E.S.C. was forced by higher autho- 
rity to buy certain new lathes from Craven Bros., 
although it was a well known fact that its lathes 
were vastly inferior in quality and performance to 
others which had been offered. 

In this connection various contracts between dis- 
tinct firms should be noted. 9iiite frequently in- 
dustrial concerns arrange trading on a reciprocal 
basis. Thus E.S.C. lias a very large trade with 
Stanton Coal & Iron Ltd., in the manufacturing of 
steel moulds for casting iron pipes. In xetiiqn 
E.S.C. buys all its coal from the Stanton con- 
cern. Whilst this mutual trailing is of mutual 
benefit there may be occasions when it is disadyan- 
tao-eous in part — different furnaces, different boilers, 
aiul different departments need different qualities in 
the coal they consume. On sundry occasions the 
Stanton coal was known to bo not the most suitable 
in certain departments, but no change was made as 
all coal had to be purchased from that concern. 

6. Monopoly. 

As a government factory would have a monopoly 
in the production of armaments, it might be sug- 
gested that the same criticisms can bo leve led in 
that direction as against the closely linked steel 
arms. 

But one point should be noted. The big steel fij'ps 
get together to arrange for quotations to the Min- 
istries, and also collaborate in the preparation ot 
“ costs.” Admittedly there are government audi- 
tors who investigate the various accounts and who, 
on occasions, cut the prices charged by 50 iier cent. 
But the Government is in no position to quarrel 
seriously with the arms firms on the prices ot 
materials supplied, and assuming that the auditors 
are competent enough to criticise costs, then it can 
only be assumed that they are prepared to pass 
a blind eye over some of the “ slightly ” inflated 
accounts. 

These various points are sufficiently clear in- 
dication of the ineffectiveness of a joint system of 
armament and commercial manufacture by private 
firms. 

A concentration of armament production under 
the control of the Government is not only practicable 
but would be more efficient and less costly to the 
British taxpayer. 


There can only be one serious objection to such a 
concentration and that not a technical one; the 
question of strategy. To have all production centred 
in one works would mean the focussing of aerial 
attacks in the event of war and a corresponding 
vulnerability. But it has been pointed out that 
manufacture of the larger portion of arms steel is 
already carried out in the Don Basin and the works 
cover an area large enough to provide an easy 
target from the air. The obvious policy is to build 
a new works of the latest type, designed specifically 
for the production of armaments only, and situated 
away from the present heavy steel works, either in 
another part of Sheffield or removed to a safer spot 
on the North West coast, near to haematite pig iron 
supplies, and a government yard for the scrapping 
of warships, thus securing scrap armonr plate steel 
supply. The present armour producing dexiartments 
of the heavy steel firms would be taken over and, 
if efficient enough for the purpose, retained as reserve 
capacity, or if not efficient then certain of them 
would be overhauled and made so. The works to be 
erected would have an open hearth steel melting 
plant of approximately the size of the present E.S.C. 
plant. 

This would have an output sufficiently large to 
meet all normal armament steel demands and, in the 
event of war, orders would be placed for steel with 
the high quality steel producers. There would not 
be the same dependence on the armaments group 
as many firms are now making high quality steels; 
the firms who failed the country so badly in the last 
war would not be permitted to repeat the offence. 
With the centre of the armament industry govern- 
mental control expansion would be very rapid, and 
the difficulties of such expansion would be very minor 
ones compared with those to be contended with if 
the industry remains in private hands. 

The vast increase in the automobile industry since 
the War puts a reserve armament producing capacity 
in the hands of the Government far greater than 
anything hitherto available. From Dr. Addison’s 
story it is obvious that we could not have carried on 
the War without a Ministry of Munitions ; it appears 
equally obvious that we ought to have that Ministry 
in action before the commencement of another. A 
survey of the existent armament steel firms will 
reveal that they have not such a very large pro- 
ductive reserve in hand themselves ; so called 
rationalisation has closed down works and, again 
directing attention to the leading firm in the group, 
it is worth while to see what Vickers’ subsidiary, 
English Steel Corporation, can offer by way of pro- 
duction. In 1929 on the formation of the company it 
possessed the following steel-producing plants *. 

River Don Works : 12 O.H. furnaces, 3 electric 
furnaces, 1 steel convertor, gas and coke crucibles. 

Grimesthorpe Works ; 3 O.H. furnaces, 2 electric 
furnaces. 

Penistone W’'orks : 5 O.H. furnaces. 

Openshaw Works: 10/12 O.H. furnaces, 2 elec- 
tric fiu-naces, gas crucibles. 

Cyclops W^orks: Crucibles. 

To-day it possesses the following only: — 

River Don Works: 4 O.H. furnaces, 3 electric 

furnaces. „ , j. • 

Grimesthorpe Works: 3 O.H. furnaces, 2 electric 

furnaces. 

Openshaw Works : 1 electric furnace, gas 

crucible. 

E.S.C. would therefore have to seek assista,nce at a 
very early stage of an abnormal demand ; its steel- 
producing capacity together with its subsidiary wm- 
panies of Darlington Forge and Industrial Steels 
Un amount to no more than 200,000 tons per 
annum, yet shell steel alone demanded million 
tons per annum during the later part of the War. 
An association with other firms would be much more 
easily and quickly established by the Government 

than by the arms group. _ 

So far as peace-time production is concerned it 
would be difficult to envisage a large government 
factory as inefficient as the heavy steel firms are 
to-day in spite of their much vaunted reorganisa- 
tion. ’One can hardly imagine a state factory 
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spending well over £100,000 per annum on coal and 
not having a fuel expert in its emplo 3 '. No one 
can foresee it decaying to the extent that the 
maximum efiSciency of any of its hydraulic pumps 
reaches the princely figure of 23 per cent. Informa- 
tion has already been given bearing upon certain of 
the disadvantages arising from the joint manufacture 
of arms and commercial steels so little further need 
be said here. Only slight reference has been made as 
yet to the stages of armament manufacture sub- 
sequent to the steel works which are generally of 
higher efficiency than the latter and comparing 
favourably, so far as their technical methods are 
concerned, with the Royal Ordnance Factories and 
State Dockyards. 

Sir Eustace D’Eyncourt has given his considered 
opinion upon the respective efficiency of private and 
state manufacture and ascribes the better results of 
the former largely to the more favourable atmosphere 
existing for employees. He quotes the extent to 
which the State has drawn upon private trade for 
inventions and personnel, and gives the Armstrong 
gun. Parsons steam turbine, wireless, the internal 
combustion engine, and the aeroplane as typical 
examples of the products of private enterprise. Not 
even he, however, suggests that it would be a desir- 
able thing to hand over the Navy to private enter- 
prise, and we feel sure that he will consider the 
State concerns of the Navy and Air Force to be 
efficient. It would indeed be a surprise were they 
not so, considering that 99 per cent, of productive 
activity is privately directed. It can also be noted 
in passing that only the first of these inventions 
was the product of an arms manufacturer. There is 
no reason why the State should not continue to draw 
upon the inventive resources of private trade ; a 
monopoly of engineering brains is not possessed by 
the arms firms as was amply demonstrated during 
the War when novices at shell production were able 
to produce so much more cheaply than they. The 
biggest improvement in armour plate manufacture, 
coming at a time when the shell appeared to be 
winning the duel handsomely, was the process of 
cementation, a discovery not of an arms manu- 
facturer but of an American civil engineer by the 
name of Harvey. The country would therefore not 
be divorcing intelligence from arms production by 
the withdrawal of the private manufacturer from 
that sphere of activity. And as for that enervating 
atmosphere of a state factory which Sir Eustace 
fears will give only an average mediocrity of pro- 
duction, surely “ the several small points which 
tend to damp down the ardour and keen inventive 
capacity in the Government service ” are capable 
of rectification. The Admiralty and War Office 
through their dependence upon private manu- 
facturers have not had occasion to attack these 
problems, but different circumstances would affect 
their administrative outlook and it is only reason- 
able to suppose that they of all people would see 
that the production and design of arms were on an 
efficient footing. 

To sum up this statement of practicability regard- 
ing the heavy armaments industry : 

The case of the heavy armaments industry differs 
from the other industries because it is the more 
closely linked with oldest industrial factory system. 
While it has been clearly established in the review 
of this industry that on the technical side the heavy 
arms industry can be differentiated from the general 
body of industry, yet many of the works are very 
closely linked with engineering works. The works 
are scattered over a wide geographical area and 
associated with other sections, both for technical and 
financial reasons. The technical discussion given 
leaves no doubt that we can separate these sections. 
Therefore nationalisation of the armaments section 
alone can occur. However, we are of the opinion 
that the complete nationalisation of the iron and 
steel industry is the only valid method of approach, 
because even if the armament section is nationalised, 
the position might arise in which this section dealing 
in highly specialised products would be under the 
control of a complete iron and steel trust which 
would be suppliers of the fundamental material for 
such products. 


The type of control suggested must be safeguarded 
against such a state of affairs. This could be 
achieved by strict inspection of the books and works, 
etc., of the firms involved. The industry should be 
under the control of boards constituted as follows: — 

(a) Representatives from Government Depart- 
ments concerned (technical, administrative and 
financial) ; 

(b) Representatives of managerial and adminis- 
trative sections from the works themselves. 

(c) Democratically elected worker representatives 
from the workshops involved. 

(d) Representatives of the ancillary non-military 
industries which are responsible for the raw 
material supplies. 

The relations with research organisations must be 
carefully worked out for many reasons, but especially 
in order to see that military research is not carried 
out in the civil research department or financed from 
the civil estimates, and also to prevent the type of 
technical inefficiency which is so prevalent in the 
privately controlled armament industry to-day. 

This procedure would undoubtedly prevent the 
widespread corruption which has been shown to exist, 
increase the technical efficiency, and, as Dr. Addison 
has shown, reduce the financial cost to this country. 

2. The practicabilitt of the Prohibition of the 

Private Manufacture of anu Trade in 

Chbmic.als and Explosives and the institution 

OF A State monopoly. 

The terms of reference of the Commission in 
Clause I call for consideration and report upon 
the practicability of state monopoly of the arma- 
ment trade. The practicability of state monopoly 
is conditioned by both economic reasons and by 
military expediency. 

The problem of nationalisation as applied to the 
industry of chemical warfare, with its two main 
groups of lethal substances and exiilosives, may be 
regarded as simpler than in the case of the aircraft 
industry and considerably simpler than in that of 
the heavy armaments industrj’. The industry of 
chemical warfare has been shown to be under the 
virtual control of one great combine. Imperial 
Chemical Industries, Ltd. 

But just as in the aircraft industry civil aircraft 
may be converted to military aircraft, and the same 
factories and technical equipment used for both, so 
in the industry of chemical warfare and explosives 
industry, chemical factories, especially dye-works aud 
factories connected therewith, can be very quickly 
adapted to the manufacture of poison gases. In the 
dye-works many of the intermediates are themselves 
lethal chemicals, which are capable of immediate 
use in chemical warfare, whilst others are inter- 
mediates from which lethal substances can be readily 
prepared. 

The problem is rather different when the manu- 
facture of explosives by the chemical industry is to 
bo considered. The plant used for the production 
of industrial explosives and sporting ammunition 
is already separated to a great extent from that 
which produces military ammunition. But it is 
nevertheless correct to say that the differences 
between the pacific and military u.ses of explosives 
(excepting as propellants) are so ill-defined that it is 
difficult to separate them. 

The existing organisation of the industry, with 
special reference to this problem of the inter- 
relatedness of commercial and military production, 
has already been described in another section. 

Without access to complete information it is plainly 
impossible and certainly undesirable, to put forward 
any detailed scheme of nationalisation. The policy 
has been adopted, therefore, of indicating those 
main problems without an adequate consideration 
of which it is maintained there can be no satis- 
factory fulfilment of the terms of reference of the 
Royal Commission. 

As the attitude of I.C.I and of its shareholders 
must be those of a concern solely engaged in pirofit 
making, its reorganisation takes no account of great 
local disturbances of trade and dislocations of labour. 
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with a nett loss to the state, excepting where good 
commercial policy makes such consideration essential, 
and it cannot, obviously, make any provision beyond 
that required in commerce for productive capacity 
to meet national defence. 

In addition it is a danger to national interests 
that an organisation of this size and influence should 
make private and secret commercial treaties very 
often dealing with supplies of essential war materials 
which should be under state control. 

An interesting, and on the whole, admirable 
organisation has been built up which could most 
usefully form a basis for state ownership, with little 
organisational change. The fact that the' technical 
control both on the manufacturing and sales side 
is in the hands of a highly trained managerial staff 
means that personal goodwill, the holding of which 
might form some difficulty in the intermediate stage 
of state control of other industries, does not create 
a serious problem here. The major loyalties could be 
directly transferred to the state. 

The following groups would seem to be the natural 
ones for the control of the chemical industry : — 

(i) Dyestuffs (for dyestuffs, related organics, 
synthetic rubber, etc.). 

(ii) Syntheses (for ammonia and ammonium 
compounds, coal, oil, cements and all high tem- 
perature/pressure syntheses). 

(iii) Explosives (for industry and military ex- 
plosives, nitro-cellulose, collodion, lacquers, etc.). 

(iv) General Chemicals (for alkalis, acids, bleach, 
chlorine, and related organics). 

(v) Non-ferrous metals (for copper and similar 
non-ferrous metal tubes, sheets, strip wire, etc., 
and ammunition casings). This group is debatably 
chemical, but is included because of common 
ownership. 

(vi) Miscellaneous division (for handling the 
production of final materials discovered by the 
industry, from the intermediates supplied by the 
other groups, if these final products require ex- 
ceptionally different mechanism and organisation). 
Such a series of groups would have to be co- 
ordinated both for sales and production facilities 
with the following : — 

(i) Gas Works and Coke Oven Plants. 

(ii) Oil Industry. 

(iii) Fermentation Industry . 

(iv) Soap Manufacture. 

(v) Cellulose Industry. 

It should he pointed out that such grouping is not 
dissimilar from the main grouping of existing 
chemical interests. 

There remains the problem of the export market, 
in connection with which the essential interchange- 
ability of certain iiroducts admittedly makes many 
oomplications. To include any of the secondary 
materials in this category would be insufficient and 
raw materials as well as finished goods should be 
included. 

The intermediates, both in the manufacture of 
poison gas and of explosives, must also be considered, 
since, if this side of export trade be omitted, it 
will be seen that the way is left open to a mere 
geographical redistribution of production, par- 
ticularly in view of the present ramifications of the 
industry. 

In the case of explosives, the varieties are so 
great, and the difference between pacific and military 
use (except as propellants) so ill-defined, that it is 
impracticable to separate them. 

It might be stated here that the size of the 
explosives trade must not be overlooked. A total 
of 20 '8 per cent, of high explosives and propellant 
manufacture is exported and 50-6 per cent, of the 
military small arms ammunition was exported in 
1930 as against 38-4 per cent, in 1924. Over 60 per 
cent, in value of the iiresent explosives manufactiire 
is for purely military purposes, and these supplies 
are the most profitable. The value of the explo- 
sives industry is not exactly known, but it may be 
assessed at about £20 million with a personnel of 
9,000. 


In the case of poison gas, there are certain poison 
gases which have commercial uses and others none. 
The details of poison gases and explosives are 
tabulated below. 

Considerations that we have borne in mind are 
the reasonable technical division in type of process, 
and the favourably low capital costs of our proposal 
at this dividing point. 

It is proposed : — 

(a) That all explosives (excepting black gun- 
powder) whether for industrial or military purposes 
be manufactured by the State from the raw 
materials and intermediates supplied by the private 
chemical manufacturers. 

(b) That licences for export of all raw or semi- 
finished materials likely to be used in the manu- 
facture of explosives or poison gases be issued by 
the State. A schedule gives the details of these 
commodities. 

(c) That the private manufacture of certain 
poison gases be prohibited. The reagents in ques- 
tion are given in the schedule of commodities. 

Schedule of Commodities requiring licence for 
export. 

(1) Explosives manufacture (Intermediates). Sul- 
phuric acid, nitric acid, refined glycerine, alcohol, 
toluene, ammonia or ammonium compounds, picric 
acid, acetone. 

(2) Lethal gases, solid and liquid (Intermediates). 
Bromine,, xylene, acetone, picric acid, sulphur 
chloride, ethylene, acetylene, arsenious chloride, 
sodium nitrite, sodium arsenite, sulphur dioxide, 
methyl sulphate, pheno-sulphuric acid, white 
arsenic, phenylarsenic acid, phenylarsenious acid, 
benzene diazonium chloride, diphenylarsenic acid. 

(3) Lethal gases, etc. Chlorine (Phosgene, export 
forbidden) . 

Schedule of poisons prohibited for private manufac- 
ture or recovery for sale. 

Sulphuretted Hydrogen, Prussic Acid, Benzyl 
Bromide, Xylyl Bromide, Bromacetone, Chloro- 
picrin. Mustard Gas, Lewisite, Diphenylchlor<> 
arsine, or any other gas, liquid or solid, of which 
a lethal dose is less than 10 milligrammes per litre 
of air, excepting chlorine and phosgene. 

The Basic Methods for Control of the Chemical 

Industry. 

The consideration of the major technical aspects 
in establishing this control in relation to the 
different problems arising will now be considered. 

The export of lethal substances and of explosives 
wmuld be regulated, the licensing of these materials 
being the function of an Exports Licensing Depart- 
ment with Board of Trade and Foreign Office 
representation. Thus the worst abuses of private 
trade in arms may be overcome. 

The type of organisation which has been suggested 
is not dissimilar from the main grouping of existing 
chemical interests, the change would not produce 
any adverse reaction upon other industries, and we 
believe that the ratio of economic change to peace 
security brought about by its means is very 
favourable. 

To rely upon the type of licensing in use at present 
is not enough. That system has allowed abuses of 
all kinds to flourish. 

It is, how'ever, possible to devise schedules of 
materials that should be subject to licensing for 
export or for export prohibition. 

We do not believe that it would be sufficient to 
relv on the licensing of explosives for export. Their 
varieties are so great, and the difference between 
pacific and military use (excepting as propellant) so 
ill-defined, that it would be impossible to check then- 
end and only the complete elimination of private 
profit from the manufacture of explosives would meet 
the case. In addition, intermediates for explosives 
manufacture would need to be licensed to control 
overseas finishing. The great importance of full 
control of the explosives industry must be emphasised. 

2H 
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The licensing for export, or prohibition of manu- 
facture or export of poison gases, though it does 
not meet completely with the full requirements of 
control is yet better placed in that respect than 
are explosives and ammunition. They are more 
susceptible to control in that manner, as the special 
requirements for carriage makes declaration of 
identity imperative, and since chlorine, the one 
exportable gas upon our lists, is much less efficient 
for gas warfare than many others, it is not likely 
to be used as a direct war agent. In order, there- 
fore, to use it for war purposes reaction plant is 
needed to produce the more virulent gases. It is 
more usual to find the abuses of the arms trade 
in connection with final products rather than in 
intermediates. 

Therefore, though we believe that the full control 
of the industry is essential to a complete scheme, 
and that such control would give a more than 
equivalent security, it is our belief that the state 
monopoly of the explosives industry and the 
licensing and manufacture control of poisons, would 
give a greater measure of security per unit of ex- 
penditure and industrial interference. 

We believe that the dangers involved in the pri- 
vate manufacture of arms are of an order that would 
justify the state monopoly of manufacture, and con- 
sider that the insurance against those evils is not 
to be considered as involving high capital outlay. 

In order of advisability of control we would 
place : — 

(1) Explosives. 

(2) Poison gases. 

(3) Intermediates. 

To cover these materials, we have shown that it is 
advisable to establish a rigid public and efficient 
control in the folloiwing industrial groups; — 

(i) Heavy chemicals. 

(ii) Dyestuffs. 

(iii) Explosives. 

(iv) Portion “ Pine Chemicals.” 

(v) Portion “ Cellulose.” 

(vi) Portion “ Paints and Varnishes.” 

These schemes of segregation are incomplete, but 
it is claimed that they afford a working basis for 
a more complete investigation in which the services 
of expert panels would produce more detailed results. 

The type of control which seems to us to be essen- 
tial would consist of boards on which were repre- 
sented the government officials, both technical, ad- 
ministrative and financial, representatives of the 
technical, managerial and office (accountancy) staffs, 
and also representatives of the workers elected demo- 
cratically by secret ballot in the factories. If the 
complete nationalisation is not accepted then repre- 
sentation would be given to the investor. These 
boards would in all cases be of four main classes. 
Co-ordination (for different products for various fac- 
tories, e.g., intermediates). National, Regional and 
Factory. All the management of the nationalised 
industries to be subject to Parliament so that debate 
could occur and questions be asked with regard to 
its position and management. 

3. The Practicability of a Phohibition of Private 
Manufacture of, and Trade in. Aircraft, and 
THE institution OF A StATE MONOPOLY OF SUCH 
MANUFACTURE AND TRADE. 

The nature of aircraft production and development 
and the nature of the aircraft industry have been 
described in the preceding pages. 

Military and Civil Aviation. 

The industry is of a type and at a stage of 
development where the pi'oblems of nationalisation 
are fewer than in the heavy armaments industry, 
for example, the factories are all purely aeronauti- 
cal and they are mainly dependent on government 
orders excepting de Havilland and the very small 
firms. The problem of civil aircraft, however, and 
their convertibility to military aircraft raises special 
issues for the aircraft industry. The pi'oduction of 
civil and military aircraft might well be separated, 
but in our opinion the case for abolition of private 


trade extends to the civil as well as the military 
section. 

The problem of adaptability raises vital problems 
from the international point of view and more par- 
ticularly would seem to indicate the doubtfulness 
of any solution of the problem independently of a 
scheme for the international control of aviation. Any 
trade in transport planes may be a virtual arms 
traffic. The private trade in civil planes may easily 
stimulate rivalry in air fleets, and in so far as civil 
aircraft have, or can easily be converted to have, 
real war value, the private trade would be indirectly 
working for a race in potential armaments. It is 
true that there is some difference of opinion on the 
question of the convertibility of civil to effective 
fighting aircraft. The transport plane is immediately 
useful for indiscriminate bombing of cities in cloudy 
weather, or with an effective escort. It can also be 
used for staff and other transport purposes. It is 
not very readily converted to a gun-protected bomber, 
but civil planes can be designed with conversion 
primarily in mind, and it would be difficult to check 
this. The Air Ministry has ordered aeroplanes in 
convertible forms, and firms are increasingly pro- 
ducing planes which can bo converted. Recent air- 
craft company advertisements have openly stressed 
the fact that their civil machines are convertible 
to war planes. 

It is neither our duty nor our wish to put for- 
ward a detailed scheme for the nationalisation of the 
Aircraft Industry, or for the international control 
of civil aviation which would seem an essential 
corollary. Such a scheme could only be worked out 
on the basis of complete information which could 
only be obtained by access to the books and docu- 
ments of the Air Ministry and the industry. Rut 
tihe following are indications of the main technical 
problems which are involved. 

Eesearch and Technical Development. 

It is suggested that two distinct research organisa- 
tions are required. One should serve the particular 
purpose of air force development, and the other 
would conduct general and fundamental research 
and aim at the development of commercial and civil 
aviation. While the first organisation would not nor- 
mally publish itsre.sults, all investigations by the latter 
must be fully published and their laboratories and ex- 
perimental plants open to inspection at any time. 
Close contact with both designer and user is essential. 
It is suggested that some method of organisation is 
desirable which would bring together, in deciding on 
technical policy, the Air Staff and the chiefs of de- 
sign, iiroduction and research, for any scheme to be 
successful. It must be based on the proper co-ordina- 
tion of knowledge and ideas in the fields of research, 
design, production and operation. It is this co- 
ordination which is defective at the moment, as it 
must be when the work is divided amongst the 
parts of a competitive private trade and a public 
service. Under the present system, trade jealousy 
inevitably prevents the component firms of the in- 
dustry from sharing ideas and discoveries the com- 
bination of whidh, at any moment, might lead to 
the best available solution of the problem in hand. 
The Ministry and its great tedlinical staffs are 
gravely handicapped in providing such co-ordina- 
tion, for they labour always under the disadvantage 
of being prohibited from free communication in the 
interests of “ fair ” competition. This position 
would be greatly simplified by the necessity of com- 
plete publication. 

Moreover secrecy, which is often important in the 
development of armaments, can be more easily kept 
inside a state organisation and as a corollary the 
information given to designers is not always so 
full as is desirable for their work. 

Aircraft design is peculiarly empirical. Progress 
calls for a vast amount of experiment. The industry 
under the present system cannot undertake it all, 
and only does so to a very limited degree. The 
state is thus already responsible for an important 
section of develoiiment. State work ranges from 
research into the basic problems of aero-dynamics, 
etc., to the most straight-forward testing. Much 
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of it relates specifically to some design in hand; 
for example, the capacity of all small fighting aero- 
planes to recover from a spin is now tested hy small 
scale models in a “ wind tunnel ” at Farnhorough. 

The experimental work of the industry, on the 
other hand, is almost entirely confined to the design 
and construction of aeroplanes and engines. Ad 
hoc experimenting, of which there is already too 
little done, cannot be undertaken by the private 
industry, and in any case, the conditions of service 
in a small firm would not conduce to this work 
being well done. The problem of designing staff 
must be considered in this connection. A result of 
the large number of independent units in the 
industry in relation to the volume of work is a 
relative poverty in each designing staff. Not only 
do the firms not specialise as they might each on 
its own type of aeroplane, but they are unable to 
set their best men to specialise on parts of a type 
or particular aspects of a design. In the result, 
good general conceptions may fail from inadeqnate 
attention to detail or good detail be lost in poor 
general conceptions. More effective drawing offices 
could be built up in tilie bigger (becanse fewer) units 
made possible if the industry were nationalised. 

Effect of Policy on Design. 

The present policy of the Air Ministry is certainly 
open to question in the degree that it seeks progress 
through competition rather than co-operation. Its 
usual practice is to have three aeroplanes, and com- 
monly five or six, designed and built in order to 
arrive at one design suitable for adoption for the 
equipment of the Air Force. Consideration should 
be given to the greater efficiency and economy which 
would result from devoting the same amount of 
effort to a single design. It is not necessary to go 
to the extreme of excluding competition, especially 
in partial design, or to exclude the building of some 
highly experimental machines and a certain amount 
of rejected efforts, which are not necessarily fruit- 
less. In fact, in a nationalised indnstry competition 
between its servants should be organised and can be 
without trading competition. Bnt it is suggested 
that the production of so many experimental 
machines at the minimum of cost on each and the 
rejection of at least two-thirds of these hastily con- 
ceived products is neither efficient nor economic. 
Much more might he learnt if the rejects were neither 
so readily produced nor so summarily rejected, which 
means for a given expenditure a greater concentra- 
tion and a smaller production of models, and implies 
fewer drawing offices. 

This is an age of mass production, and with the 
advent of metal construction aircraft can and must 
he subjected to such a technique. Design and pro- 
duction by a variety of relatively small firms does not 
lend itself to such a development, and already signs 
are not lacking that, even without nationalisation, 
production will soon be concentrated in a few large 
firms or combines. This process of rationalisation 
which is impeded by the present policy of keeping 
the maximum number of firms floating by dealing 
out the contracts for experimental machines (with 
the doubtful object of xrroviding for expansibility 
in an emergency) could be vastly expedited by 
immediate nationalisation. 

Patents. 

Some consideration must also be given to the 
problem of iiatents. The home market in purely 
aeronautical inventions ceases with the nationalisa- 
tion of design, production and sale. It is suggested 
that an Inventions Exploitation Board might be 
instituted to receive and stimulate the development 
of useful ideas and to adjudicate upon the value and 
the appropriate award. Such a board could also 
deal with the problem of the present revenue from 
overseas in royalties which, under nationalisation, 
would be the property of the state. Under the pre- 
sent system patents are commonly taken out in the 
names of a specified person or persons (generally 
regarded as the real inventor /s) and the company 
for which he works. The company in these cases 
probably reaps the lion’s share. In the case of 


government employees all patents are assigned to the 
department concerned and the inventors may be 
rewarded : 

(а) by an ex gratia award for service use, 
and/or 

(б) by the reassignment of the commercial 
rights, the Crown retaining the right of free user. 

Thus the machinery for encouraging invention, 
under nationalised control of the whole industry, is 
already in being in embryo in the Departmental 
Committees which are used to recommend these 
awards. The Court of Appeal from the Depart- 
mental Committee is provided by the Central Com- 
mittee on Awards to Inventors. 

These are the main technical problems essential for 
detailed consideration in any adequate study of the 
problem as outlined in the terms of reference of 
the Royal Commission. 

Economics of the Problem. 

Further, the economic aspects of the problem war- 
rant careful consideration. Mention has already been 
made in the financial memorandum of the financial 
aspects of the problem of the present wave of 
speculation which characterises the aircraft industry. 
Such speculation at a time of expansion is inevitable 
under a system of private firms to -whose interest 
such expansion is a vital factor. By nationalising 
the industry such speculation would be obvia-bed, 
with great advantage to the state, which would be 
saved the money spent to-day in excessive profits 
made by a competitive industry. 

Further, the present arrangement is fundamentally 
ineffective in ensuring that costs are kept to the 
minimum. A private industry can organise itself 
in various ways and stages to cut out the safeguard 
for the public purse that competition is wrongly 
supposed to provide. It can have friends at court. 
Disturbing comment by public audit has been inade 
on more than one occasion upon the non-competitive 
way in which contracts for aircraft have been placed, 
while production by the one-time aircraft factory 
of the state was stopped after a short life and this 
possible check on trade prices removed. Most com- 
petitive industry operates with a number of pur- 
chasers as well as a number of producers. In the 
case under discussion there is virtually only one pur- 
chaser, and this invites influence, in one form or 
another, to dominate success in the peculiar 
market. Moreover, it is the general practice to place 
orders, for obvious and cogent reasons, with the firms 
responsible for the design, and the choice of design 
must essentially he governed in almost every case by 
consideration of technical excellence without much 
regard for cost. Thus, the competitive element in 
controlling costs is in fact less present than it might 
me in a public service which would be more under 
control by the purchasing authority. 

The Export Trade. 

There remains the problem of the export market 
which is almost entirely confined to military air- 
craft. The arguments used for the export of military 
aircraft are; — 

(1) that we need exports to obtain the necessary 
imports, and aircraft contribute to the total we 
can sell in the world; 

(2) that the export trade in aircraft assists our 
aircraft industry to meet efficiently our needs for 
national defence — 

(а) by increasing the volume of its production, 

(б) by the stimulus of competition that it 
provides, and 

(c) by increasing the potentialities of exipansion 

(3) That some big power must equip small 
powers, unable to equip themselves, in a world 
which still finds national armaments needed. 

As regards (1), the contribution made by aircraft 
to our 'liotal exports is very small and might be 
disregarded if the question at issue were confined 
to aircraft; but it is more likely to present itself 
in the form of the general trade in arms which 
involves a bigger figure, although apparently not 
v6ry 1)12. 

As regards 2 (o), since the increase in the total 
volume of aircraft production due to exports, in- 
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eluding the Dominions, is only about 20 per cent., 
the effect of exports outside the Empire must he 
small, and better results would be obtainable by a 
concentration of our production on a smaller number 
of units ; it is the production per unit which is 
the important factor in production costs. It is 
argued elsewhere that this concentration would in- 
ci'ease the efficiency of design. 

The 20 per cent, increase in production due to 
exports does, of course, yield a corresponding capacity 
for immediate expansion in emergency, the most real 
advantage accruing from exports; but this advantage 
is not of great moment in the light of the actual 
figures. 

But the argument that export stimulates com- 
petition, when applied to military aircraft, is clearly 
specious, and special pleading, as we have shown 
elsewhere. For the designs exported are old designs 
which have been successfuly applied to our own ser- 
vice use. 

As regards (3) this is an argument which is mainly 
based on the requirements of vested interests in 
private industry. And it may be asked whose in- 
terests are served when the small powers have been 
SOI equipped. This point is really the same as 
the general problem of relationship of small nations 
to other forms of armaments. It is discussed most 
fully in the section dealing with international 
control. 

To sum up, any possible advantages which may 
be gained by the export of military aircraft are 
easily outweighed by the evils which have occurred 
as the result of such traffic in international affairs. 

Conclusions. 

This memorandum has shown : — 

(1) That while the complete state control of 
the aircraft industry would be the best possible 
solution, it is also possible to arrange for the 
state control of the military section alone. It has 
also been shown that the present indirect control 
by the Air Ministry of the industry is most in- 
effective and leads to financial and technical in- 
efficiency. 

(2) That the complete co-ordination of military 
research and development under one authority is 
essential for a maximum efficiency and progress. 
The separation of the research organisations for 
military and commercial purposes is essential 
especially for the efficient financial control of 
government expenditure on armaments. 

(3) That design effort which is at present 
dissipated among a number of firms is hampered 
by the lack of specialisation which would be 
possible with a greater degree of concentration. 

(4) That the present relationships between gov- 
ernment and firms re patents is very unsatisfac- 
tory. 

(5) That the export trade, which in any case is 
not desirable, is not such as to present any special 
difficulties. 

In conclusion it is maintained that the prohibition 
of private manufacture of and trade in aircraft, 
and the institution of state control of such manu- 
facture and trade would result in progress in inven- 
tion and development, in the saving of expense and 
in the achievement of a greater standard of efficiency. 
Only under some scheme, of which we have indicated 
the main technical problems to be considered, can 
there be the necessary centralisation of research, 
design and construction which is so obviously lacking 
in the present system. 

The basis of the type of state control which seems 
to us to be essential would consist of boards on which 
are represented the government deijartments con- 
cerned (both technical, administrative and financial), 
representatives of technical, managerial and office 
(accountancy) staffs of the industrial units con- 
cerned, and also representatives of the general body 
of workers in these units, elected democratically by 
secret ballot in the factories themselves. If the 
complete nationalisation of the aircraft industry is 
not accepted then representation would be given to 
the investors in these industrial units. These boards 
would fall into four categories, namely. National, 
Regional, Factory and Research. Particular care 


should be taken to work out the representation of 
the various industrial units on the research council 
and of the co-ordination of research council’s work 
with routine industrial work. All the council to be 
subject to the control of Parliament so that their 
development and management can be fully debated 
and discussed. 

Conclusions. 

In summing up this Part VIII certain basic 
schemes have been outlined for the guidance of the 
Royal Commission in considering the problem of prac- 
ticability. 

If a British Government wishes to have an arma- 
ments industry free from the inefficiency and abuses 
inherent in private manufacture, they can have it by 
taking over the industry, but the detailed methods 
are for the Commission or the Government to pro- 
vide, although the Union of Democratic Control would 
find no difficulty in pi-esenting such a scheme if 
they felt that it was their function to do so. 

Since the Royal Commission may not see its way 
to accept these views, the Union of Democratic Con- 
trol in order to assist it in its work has put forward 
certain modified systems of control which have been 
worked out in consultation with technical experts. 

The approach may be summarised as follows : — 

(1) Nationalisation of the Arms Industry. 

(o) Heavy Arms. 

(6) Chemicals and Explosives. 

(c) Aircraft. 

Such nationalisation would have to be supple- 
mented by control of the sources of raw materials, 
e.g., iron, nickel, etc. 

(2) Nationalisation of the Armaments Sections of the 

Itespective Industries. 

The problem of separation of the production and 
process from normal industrial work has been dealt 
with and it has been shown that the technical prob- 
lems involved can be overcome. 

(3) Control through Licensing, Inspection and 

Publicity. 

If the industry is still left in private hands, it 
is possible to increase control by the following 
means : — 

(o) Improvement in the Licensing system already 

specified in Part VII. 

(b) Financial inspection and control. 

(c) Separation of the financial arrangements for 

war and civil research with full publicity. 

(d) Inspection and control internally by demo- 
cratically elected workers in the fii-rns concerned. 

(e) International inspection and control. 

In the above evidence the Union of Democratic 
Control has emphasised the inefficiency of the present 
system of private manufacture and the various 
abuses that attend it. It has been shown by Dr. 
Addison to be totally inadequate in time of emer- 
gency. The evidence of corruption and irresponsi- 
bility brought against the armament rings has never 
been rebutted. The system which closely connects 
the arms trade with the public service, while avoid- 
ing the salutary sanctions of public control, is con- 
trary to every principle of responsible government. 
It gives rise to suspicion of evil even when evil 
may not be loresent and it makes it only too possible 
for interested parties to promote their interests in a 
way which increases national antagonisms and fosters 
the armament race which is admittedly one of the 
contributory factors leading to war. 

There is no remedy for these evils unless the whole 
industry is taken out of private hands. The abuses 
are inherent in the system itself. It is not the 
function of the Union of Democratic Control to 
provide a detailed scheme of nationalisation, but we 
believe that the evidence we have produced relating 
to the chemical, aircraft and heavy armaments indus- 
tries gives some useful indications of the lines upon 
which a scheme of nationalisation might proceed. 
Our inquiries leave us in no doubt that the technical 
difficulties of nationalising can be overcome if the 
Government wishes to nationalise. That the need is 
urgent and that there is no other way of removing 
the abuses of the present system we believe to be 
clearly and finally established. 
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ROYAL COMMISSION ON THE PRIVATE MANUFACTURE 
OF AND TRADING IN ARMS 


TERMS OE REFERENCE 

(1) To consider and report upon the practicability and desirability (both from 
the national and international point of view) of the adoption (a) by the United 
Kingdom alone, (b) by the United Kingdom in conjunction with the other 
countries of the world, of a prohibition of private manufacture of and trade in 
arms and munitions of war, and the institution of a State monopoly of such 
manufacture and trade. 

(2) To consider and report whether there are any steps which can usefully 
be taken to remove or minimize the kinds of objections to which private manu- 
facture is stated in Article 8 (5) of the Covenant of the League of Nations to 
be open. 

(3) To examine the present arrangements in force in the United Kingdom 
relative to the control of the export trade in arms and munitions of war, and to 
report whether these arrangements require revision, and, if so, in what directions. 


MINUTES OF EVIDENCE 


TAKEN BEFORE THE 

ROYAL COMMISSION ON THE PRIVATE 
MANUFACTURE OF AND TRADING IN ARMS 

NINTH DAY 

Thursday, 10th October, 1935 


PllESENT : 

The lit. Hon. Sir JOHN ELDON BANKES, P.C., G.C.B. {Chairman). 

Sir PHILIP GIBBS, K.B.E. Professor H. C. GUTTERIDGE, K.C., LL.D., M.A. 

Sir THOMAS ALLEN. Mr. J. A. SPENDER. 

Sir KENNETH LEE, LL.D. 

Mr. E. TWENTYMAN (Secretary). 

Mr. D. HAIGH (Assistant Secretary). 

Major-General Sir Stanley von Donop, K.C.B., K.C.M.G., called and examined. 


1216. Chairman ; You are Major-General Sir Stanley 
von Donop ? 

Major-General Sir Stanley von Donop : Yes. 

1217. Chairman : And yon wish to come before us to 
give a statement in reference to the supply of arma- 
ments and various arms at the comraenoenient of the 
War by private armament manufacturers? 

Sir Stanley von Donop: Yes, that is so. 

1218. Chairman : In order that the position you held 
at the time may be known, I have a statement here 
and perhaps you will correct it, if it is not correct. 
You have been Ck)lonel Commandant of the Royal 
.Vrtillerj' since 1925? 

Sir Stanley von Donop : Yes. 

1219. Chairman : Y’ou have held the appointments of 
Professor of Artillery to the Royal Military Academy, 
AVoolwich ; Superintendent of Experiments, Shoe- 
buryness ; Secretary of the Ordnance Committee ; 
Chief Instructor of the School of Gunuerj’ ; Director 
of Artillery, AVar Office, 1911-13; Master-General of 
the Ordnance and 4th Military Alember of the Army 
Council, 1913-16, Commander of the Humber Gar- 
rison, 1917-20? 

Sir Stanley von Donop : Yes, that is correct. 

Sir. 

1220. Chairman : Y’ou have supplied us with a state- 
ment of what you desire to say. AA^ould you wish to 
read that to us now as your evidence or would you 
propose to make a statement independently? 

Sir Stanley von Donop : I think it is better 
that I should read the statement that I made. 

1221. Chairman: Yes, by all means. 

Sir Stanley von Donop : I might preface that 
by saj’ing that I knew nothing about the assembly 
of this Royal Commission until I saw a report in the 
paper of some evidence that had been given before 
it, and then I read that one of the witnesses had 
stated that the armament firms of England had 
absolutely failed in their work at the commencement 
of the War and during the early stages of the War. 
As I knew exactly myself what the armament linns 
had done and had not done during the early stages, I 
felt that it was only right that, as I and one or 
two others were the only people who knew the facts, 
I should bring before this Commission certain state- 
ments which would refute what I considered .was 
rather a libel on the armament fii'ms who had done 
such good work for us. That is the reason why I 
submitted my name for the purpose of giving evi- 
dence here. 

1222. Chairman : I assume when you refer to a 
witness you are referring to what was said to us by 
Dr. Addison ? 

Sir Stanley von Donop : That is so. 

1223. Chairman : Have you seen his evidence, or read 
it? 


Sir Stanley von Donop : It .was sent to me yes- 
terday morning. I am afraid I cannot say I have 
read all of it. I read parts of it ; but I should not 
say that I have waded through the whole of these 
long statements. I picked out some points and 
made notes on them, which I will give you when I 
have read my statement. Shall I read my state- 
ment ? 

1224. Chairman : Yes, if you please. 

Sir Stanley vo7i Donop (reading) : I have not 
seen the Terms of Reference to the Royal Commis- 
sion hut I understand that evidence has been given 
stating that the large English armament firms failed 
to supply the guns, rifles and ammunition required 
during the early period of the Great AA'^ar. 

As I, in my capacity of Alaster General of the 
Ordnance, was responsible for placing the orders for 
this supply, and am well acquainted with the facts, 
I desire to testify to the real and strenuous en- 
deavours made bj' all the recognised armament firms 
to meet these orders and to place on record the 
reasons why, notwithstanding their efforts, they 
were unable to deliver the goods bj' the dates 
promised when the contracts were placed. 

I must commence by saying that previous to the 
AAhir there were very few firms in England capable 
of manufacturing guns, rifles and ammunition, and 
these had received comparatively very small orders 
from the AA^ar Office, so that there had not been 
much encouragement for them to keep up the plant 
necessary for expansion in war time. 

In the case of rifle manufacturers particularly 
we had the greatest difficulty in getting them suffi- 
cient orders from the AA^ar Office, India and the 
Dominions to keep them going at all. 

1225. Chairman: Just one moment! AYlien you say 
there that you had the greatest difficulty in getting 
them sufficient orders, you mean in ijeace time? 

Sir Stanley von Donop : In peace time ; oh ! 
yes. As soon as war was declared the orders to pro- 
vide the equipment necessary to keep the army in 
the field were at once placed. These orders were 
considerably increased directly Lord Kitchener had 
notified his scheme of increasing the army from 7 to 
70 divisions. The various firms were called upon 
to increase their plant so that we could obtain the 
additional .supplies in the same time if xjossible as 
those already ordered and promised. 

As the campaign proceeded it was recognized that 
the number of rounds per gun found to be necessary 
exceeded by a large amount that jireviously considered 
to be adequate. 

Other developments had already become apparent 
such as the great value of guns and howitzers of 
heavier natures than had been previously taken into 
the field and the necessity of high explosive shell for 
field guns. The provision of aU these was at once 
taken up. 
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Orders were given for as much as possible in this 
country, while Canada and America were called upon 
to assist. 

In October, 1914, a Committee of the Cabinet was 
formed to assist the War Office in obtaining the 
necessary supplies. The Committee considered that 
the best plan was to call upon the English arma- 
ment firms to produce a much larger quantity than 
that already arranged. Rejjresentatives of the firms 
came before the Committee, were given the neces- 
sary orders, were told that they might rely on 
having carte blanche for setting up plant and new 
buildings, that they had a free hand as regards cash, 
that the Government would indemnify them for all 
costs and give liberal profits. The firms undertook 
to try and accelerate the supply of field guns (this 
being taken by the Committee as an example) — but 
pointed out the difiBculties with which they were 
hampered. 

The same procedure was followed in the case of 
other accessories. 

It should he mentioned that, from the earliest 
date, full permission was given to the firms to place 
sub-contracts with non-armament firms for com- 
ponents which they were capable of manufacturing. 
The orders (about October, 1914) placed in England 
involved the employment of some 2,500 to 3,000 firms 
in the production, either in the form of direct con- 
tractors or sub-contractors and many of these firms 
had had no previous experience in the particular 
work. 

Now to turn to the reasons of inability to supjjly 
up to our needs and orders. 

At the outset, never for one moment have I ever 
denied the fact that during the early days of the 
War, the expeditionary forces in France and other 
theatres of war were very short of the guns, machine 
guns and ammunition which experience in the first 
few weeks proved to be necessary. 

The inability of the armament firms to fulfil their 
promises may he attributed briefly to : — 

(1) Shortage of labour, especially skilled labour. 
It will be remembered that Lord Kitchener’s de- 
mand for men for the Army was very urgent and 
met with a grand response with the result that the 
supply of men for manufacturing purposes was 
gradually and continually depleted. 

(2) Delays in delivery of machinery, due firstly 
to the fact that the whole world was calling for 
machinery, especially from America, and secondly 
owing to delays in land and sea transport. Often 
it took 60 instead of 20 days for goods to come 
from America, while railways and docks were so 
congested that even transit from Liverpool to 
London sometimes occupied five weeks. 

(.3) The difficulty in provision of gauges. The 
craft of gauge making is limited and with many 
new firms making munitions, the demand for 
gauges was enormous. In some fuses nearly 200 
gauges are required and in making, say, 10,000 
fuzes a week, some 1,300 sets would be required. 

(4) Trades Unions restrictions such as, for 
instance : — 

(a) The prohibition of unskilled or semi-skilled 
men doing the work of skilled men. 

(b) The prohibition of women doing work 
wherever iDossible. 

(c) The limitation of one man to one machine. 

(d) The limitation of a man’s output. 

(e) The prohibition of union men working with 
non-union men or doing work which had been 
dealt with in any stage by non-union men. 

Many employers stated that if the restrictions of 
the Associated Society of Engineers in particular, 
were removed, the output would at once have been 
increased by 25 per cent. 

In February, 1915, additional powers under the 
Defence of the Realm Act in order to deal with these 
restrictions, strikes and other matters were put 


forward at my request in a pror>osed Bill but they 
were struck out by the Government — why, it is not 
known — but they were all practically included in the 
Munitions Act of July, 1915 — after the Ministry of 
IMnnitions had been formed. Notwithstanding this, 
I find a note, made at the time, that on 1st January, 
1916, the Prime Minister and Mr. Lloyd George 
were still begging for restrictions to be removed. 

Not wishing to make this statement undul3' long 
I add the following brief remarks which seem to 
bear on the matter before the Commission : — 

A. In peace time the manufacture of the time 

and percussion fuze used with the field guns was 
limited to 60,000 a j-ear and j'et I called upon the 
Ordnance Factories and the firms to produce 
1,500,000 by April, 1915. 1 quote this as one 

example of the increase of plant and buildings 
required at short notice.. 

B. There was never any shortage of shell — any 
number of firms could make fliem but the sui)ply of 
fuzes and propellants was much more difficult. 
Early in December, 1914, Sir George Gibb and 
Lord Pirrie told me they were sure they could 
find many firms capable of making time and per- 
cussion fuzes; but at the end of a week they told 
me they had found that they were wrong and Sir 
George Gibb placed the additional orders with the 
same original firms. 

C. The Ordnance Factories and armament firms, 
notwithstanding their output in the first 10 months 
had increased up, wards of 130-fold, were criticised 
for^their delays; -but it is only fair to them to say 
that with all the advantages held by the Ministry 
of Munitions it was 11 months before the first 
complete round manufactured to their orders was 
available. 

D. Wlien comparing prices, it is important to 
obtain full details. For example, in many cases, 
the War Office contract branch undertook to pay 
a higher price to cover the cost of the new build- 
ings and plant required to execute the order. 
When this extra cost had been met the price was 
automatically reduced. 

■My recollection of the Lewis gun is that we paid 
about £140 a gun for the early deliveries and this 
was afterwards reduced to £80 when the cost of two 
large new shops and their equipment had been met; 
but it would be untrue to say that the actual con- 
tract price of the gun had been reduced. 

In conclusion, I wish to inform the members of 
the Royal Commission that, in my opinion, the 
Empire owes a great debt of gratitude to the English 
armament firms as well as to the Ordnance Factories 
for all they did during the War to overcome the great 
difficulties exiDerienced by them in meeting our 
demands. I was personally almost daily in touch 
with the late Sir Trevor Dawson, Mr. Saxton Noble 
and the heads of the other big firms and I am con- 
vinced that they did everything in their power to 
help in this great work. The inability to punctually 
meet our demands was entirely due to circumstances 
beyond their control. 

If I may be i)ermitted to offer any remarks on the 
desirability of the continuance of the principal arma- 
ment firms, I would point out that we should fare 
very hadlj’ if we had not their resources in build- 
ings, machinery and skilled labour to depend upon, 
bnt I should also like to emphasise the advantages 
we have always derived from their excellent design 
branches. The state factories were always hampered 
by not having any money allotted to them for ex- 
periments, whereas the private firms were not only 
ready to spend money on experiments but they main- 
tained a designing staff paid at much higher rates 
than would ever be sanctioned by the Treasury. 

Moreover the private manufacturer has his wits 
continually sharpened by competition. He is always 
up against other designs which may be better than 
his own and against cheaper forms of manufacture, 
cost of production does not influence the designer in 
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state-run works to the same extent. In the matter 
of designs we obtained most valuable help from 
Armstrongs and Vickers before, and particularly 
during, the War. Practically all the new guns, 
howitzers and mountings which were introduced in 
the course of the War were to designs supplied by 
one firm or the other, while I can call to mind in- 
stances where, with the aid of their designing staff, 
we were able to overcome various difficulties which 
arose owing to the unprecedented wear and tear of 
guns and their appliances. 

I mention some of the new patterns of ordnance to 
which I have referred; 3-7 inch Q.F. Howitzer; 
60 pr. B.Ii. Gun, Mark II; 6-inch B.L. Howitzer; 
6-inch B.L. Gun, Mark XIX; 8-inch B.L. 
Howitzer; 9 •2-inch B.L. Howitzer; 12-inch B.L. 
Howitzer; 9'2-inch B.L. Gun. Mark XIV; 12-inch 
B.L. Gun; 14-inch B.L. Gun. 

That concludes my statement. I picked out one 
or two points in Dr. Addison’s evidence that I could 
speak to. Would you like me to take those now or 
wait till I have been asked any questions on them? 

1226. Chninnan: Perhaps you had better indicate 
what it is. 

Sir Staiileii von Bonop: As I say, I have had 
only a very short time to go through them, but he 
states that early in 1915 our methods of giving 
orders to expand the armament firms showed difficul- 
ties, and so they had to start national factories. He 
says that was in IMay, 1915. I was at a big meeting 
on the 23rd July, 1915, at the Ministry of Aluni- 
tions and a large order for guns and carriages had 
come in and the matter was discu.ssed as to how they 
.should be supplied. This Committee of the Ministry 
of Munitions tinanimously followed the same proce- 
dure that we had followed, although Dr. Addison 
says they had to start national factories. They did 
afterwards, but they confirmed entirely what we had 
said. 

1227. Sir Tho/nns Allen: At that point. 

Sir Stanley von Bonop: Yes, in July, 1915, 
because when I went back to Lord Kitchener after 
the meeting he asked what had happened, and when 
I told him he burst out laughing and said “ This is 
what you have been abused for by the Cabinet every 
single day since the commencement of the War for 
doing andviiow they have done the same thing.” 

1228. Sir Thomna Allen: That was the opinion of the 
Committee at that particular moment, with their 
knowledge and experience? 

Sir Stanley von Bonop: I do not think they 
had any at that moment. They were all new. They 
did not know a gun from a howitzer. 

1229. Sir Thomas Allen : They had to rely on the 
old system for the time being, until they had proved 
something better ? 

Sir Stanley von Bonop: I suppose so, until 
they had developed something better. Then Dr. 
Addison said the deliveries from national factories 
began in August, 1915. The first completed round 
was sent in in April, 1916. They produced what Mr. 
Lloyd George called “ a lot of empty mugs.” He 
was alluding to shells. He merely meant they were 
empty shells. They had no components. And an 
empty shell was no use. 'When the Ministry was first 
formed they asked me what we wanted particularly, 
and I gave them a list in the order of precedence of 
difficulty in getting them. At the end of a month 
they had not ordered a single thing except the 
simple shell that anybod}' could make, and that was 
the cause of their being unable to produce a com- 
plete round for 11 months after the order had been 
given. 

Then the Ministry claimed a reduction of prices. 
I have already mentioned the facts about the prices. 
You must remember that in October, 1914, there 
was a Cabinet meeting at the War Office when the 
representatives of the firms were brought there and 
they were given carte blance as to money, as to 


anything they liked to spend. That helped them 
a little bit in their arguments with our Contracts 
Branch, when they were dealing with prices. 

Tlien Dr. Addison said that Woolwich lived up to 
promises and the firms did not. Woolwich had not 
the same opportunities of expansion. The films 
could not foresee the difficulties that I have men- 
tioned in my memorandum about the supply of 
machinery and transjjort, and I may say the firms 
did not promise that Cabinet Committee to pro- 
duce that large number of guns. They said they 
would do their very best to produce it. Mr. 
Saxton Noble came to me next morning and said, 

“ \Ve have accepted the wish of the Cabinet Com- 
mittee to increase the number of guns; that we 
have promised and we will do our best, but mind 
you, we are not going to be pilloried because we 
have not done it, because it is outside our actual 
work.” 

1230. Chairman: Dr. Addison spoke about the con- 
tracts made and about deliveries not being made in 
accordance with contract time. Were there in fact 
any written contracts entered into or was it merely 
an order given and an indication that the firm 
would do its best? 

Sir Stanley von Bonop : There were actually 
written contracts which stipulated the time, based 
on what we hoped they .would he able to do, but I 
admit none of them were able to keep up to their 
promise, because of these difficulties I have men- 
tioned. Nobody realised the difficulties. 

1231. Chairman: There was a fixed time? 

Sir Stanley von Bonop: A'es, in nearly all 
the contracts there was a fixed time. I noticed a 
member of your Commission talked about not being 
able to get the soldiers to decide between shrapnel 
and high explosive. I do not know whether you 
want me to enter uj)on that. I do not know 
whether it concerns the Commission or not, but I 
have a very good answer. 

1232. Professor Gutteridge : I should like to hear 
that. 

Sir Stanley von Bonop: I will try and put it 
as shortly as I can. The accusation was that we 
uould not admit the necessity of high explosive 
shrapnel for field guns and that Lord Kitchener .was 
prejudiced against it. 1 can tell you at once that 
Lord Kitchener took the keenest interest in what 
we were doing, but I never heard him express an 
opinion on the subject. He did not mention it in 
any way. But before the War, when the 18-pounder 
equipment was being made, the question of 

high explosive shells for the destruction of shielded 
guns was very closely discussed. At the moment I 
was Superintendent of Experiments carrying out 
trials and we were going to carry out a trial against 
shielded guns with liigh explosive shell and shrapnel. 
The Ordnance factories could not produce a fuse 
which was safe for our high explosive shell, and so 
the work was delayed. But one day .when I was 
carrying out experiments against a screen 1 
missed the screen and hit the shield with 

the shrapnel and the whole of the dummies 
and everything else behind the shield were 

siiiashed to smithereens. I wrote up to the 

Ordnance Committee stating that I had not been 
able to carry out the whole of the experiment but 
I had carried out half of it, and they replied that 
shrapnel was good enough for the gun and they 
very carefully went into the question of whether 
field guns were to be supplied with high explosive 
as well as shrapnel, and the General Staff, and 
everybodj'" connected with the Ordnance Committee, 
and others, came to the unanimous opinion that 
field guns should not be provided with high explo- 
sive but only with shrapnel. 

1233. Sir Philip Gibbs : I think there was a 

mistake. 

Sir Stanley von Bonop : A mistake in what 
they said? 

1234. Sir Philip Gibbs : Yes. 
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Sir Stariley von Donop: Very likely. I do 
not want it to be used in any way to pillory, but 
Sir Douglas Haig was Director of Military Training. 
His were the W'ords I have quoted, that it W'as 
absolutely unnecessary to have high explosive for 
the guns. I only wish to say that it was considered 
very closely before the IVar. It was not overlooked. 
Directly the War started — I am afraid I am going 
to be a little egotistical; I do not want to be, but 
I cannot help it — I did, on my own initiative, write 
to the Commander of the Artillery of our Expedi- 
tionary Force and say “ It seems to me from what 
I hear that you are getting a lot of damage from 
the German high explosive field gun shells. Would 
you like me to provide some high explosive shells 
for your field guns? ” He wrote back “ As an 
advance opinion I should say that if you really have 
safe explosives for field guns, by all means proceed 
to manufacture. Our gunners would certainly like 
to be in possession of it, and I suppose money is 
but little object, and it wall take a considerable 
time to supply, will it not? ” Next he sent me 
a letter on the 7th September, 1914 — “ I got the 
ear of the staff concerning the high explosive for 
field artillery and they do not seem to think that we 
have quite enough data to go upon. I have not got 
the Chief’s ear, but Murray ” — that is, the Chief of 
Staff — “ is in favour of you at home getting on with 
the matter, as in all probability it will be welcomed 
in the long run, and I certainly think that our 
people (gunners) will he happier when they are in 
possession of it. The moral effect of the stuff is no 
doubt high, though the actual effect does not seem 
to come up to statements.” 

1235. Professor Gutteridge : High explosives were 

very local in their effect at that time? 

Sir Stanley von Donop : Yes, and also it was 
found that high explosive shell is very much better 
with a gun of a larger nature rather than of a smaller 
nature, such as the 18-pounder. We went on with 
it afterwards, but it caused a certain amount of 
trouble to start with, because I could not find 
out whether they wanted it or not. If they wanted 
it we had to start manufacturing on a large scale 
and the question was whether if we manufactured 
on a large scale it would hamper the supply of 
shraimel, which was very important. We had to 
place additional orders, and eventually we supplied 
the high explosive. I think that is everything that 
I have to tell you. 

1236. Chairman : There is a passage in Lord Cecil’s 
evidence that I will read to you and I wdll ask 
you what you have to say about that, because I do 
not quite understand what he says. It is on page 13 
of Lord Cecil’s evidence, in the first column. He 
says : 

“ The Government found that they required im- 
mensely more armaments than they had antici- 
pated — than anybody had anticipated, when they 
saw the kind of numbers that were engaged in 
the War — and the official provision for it was, of 
course, quite insufficient. They then turned, in the 
first instance, to the various armaments manufac- 
turers, and gave orders for various things. I am 
speaking out of my own recollection, which may 
be inaccurate. They found ” — 
that is, the Government — 

“ that in point of fact the armaments manufac- 
turers combined to pool their own resources — that 
they were unable to act independently — so that in 
fact the Government only got one additional source 
and that at a very considerable price.” 

From your experience, what do you say with 
reference to that statement that they had pooled 
their resources and acted as one? 

Sir Stanley von Donop : I do not think there 
is any truth in the matter. I was always giving 
orders separately to each of the firms and I can 
only say that we gave the firms permission to ex- 
pand to any extent they liked and to place any 
number of sub-contracts — that is to say, to pass on 


to the non-armament firms things that they wer'' 
capable of making, so as to relieve them from 
making those components. The result was that we 
had between 2,500 and 3,000 other firms combining 
to help with various components, but they were 
chiefly farmed out hy the armament firms. We gave 
an order, for instance, to the Elswick Ordnance 
Company for gun ammunition and so on, with full 
permission to sub-contract, and they distributed a 
lot of the components to those small firms. 

123/. Chairman: Yes, but as far as you w'ere con- 
cerned, had j'ou any evidence that these firms were 
not acting independently ? 

Sir Stanley von Donop: No; none at all. 

1238. Chairman: Or that they had pooled their 

resources in order to raise i^rices? 

Sir Stanley von Donop: Oh 1 no; not in the 
very least. I had a very good financial expert on 
my staff and the only complaint I ever had from 
firms was that this man was trying to skin them 
down to the very lowest prices. Of course I was a 
little bit hampered in a way by Mr. Lloyd George. 
There was a Cabinet meeting — well, it was not a 
Cabinet meeting, I suppo.se, because I was there — 
but a special meeting of a number of Cabinet 
Ministeis. We met in Lord Kitchener’s room, and 
these firms were represented and were given carte 
blanche to do anything they liked and were told that 
they would not be hampered for money or anything 
like that. That tied our hands a little bit when we 
were arranging terms; but I have not a word to say 
against the way the firms met us. 

1239. Chairman : Would you mind turning to page 
118 of the Appendix to Dr. Addison’s evidence? 
Dr. Addison made a great point of this, I think. 
He said that it was essential that in peacetime 
some organisation should be set up which would be 
capable, in the event of an emergency, of utilising 
every available machine and every available man to 
the best advantage. He said that that organisation 
should be set up in peacetime, to render that pos- 
sible. Do you agree with that as a matter of pre- 
caution, of wise organisation? 

Sir Stanley von Donop ; I do not think it can 
fail to help matters. 

1240. Chairman : If you turn to page 118 you will 
find, under paragra))h 72, in the left-hand column, 
the various reasons that Dr. Addison gives for that 
general conclusion of his. I should like to go through 
them with you to see how far you agree with them, 
or, if you do not agree with them, why you do not. 
What he says is this : 

“ There should, I suggest, be a single supply 
and manufacturing department for all war 
departments, the following being some of the more 
prominent considerations: — (1) There were num- 
berless instances of the difficulties, and sometimes 
waste, which arose out of different service depart- 
ments seeking to obtain the .same materials as well 
as machinery at the same time. Because of those 
difficulties the supply of materials and machinery 
became progressively concentrated in the Ministry 
of Munitions. The advantages of unified respon- 
sibility are manifest, where imported supplies are 
concerned.” 

Do you agi-ee with that? 

Sir Stanley von Donop : I quite agree that 
everything that is done to avoid overlapping and 
competing against each other is a good thing. 1 
was in trouble once because a lot of the artificers 
at one of the famous firms in — I forget whether it 
was Birmingham or Sheffield — were bribed to go 
up to the torpedo factory at Greenock. I went to 
Lord Kitchener and said : “ They have been given 
double pay to go there.” He said: “Give them 

treble pay to stay here.” Anything toi prevent 
competition between firms is a good thing. 

1241. Secretary : It may be within Sir Stanley’s 

knowledge that since that time there has been set 
up a Contracts Co-ordinating Oomnnittecr, which 
co-ordinates Departmental demands for supplies. 
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Sir Stanley von Donop: Tlien that meets the' 
case. I have been out of it for 15 years, so I am 
not in touch with what is going on. 

1242. Chairman: 'Will you turn to the top of the 
next column ? 

“ (2) The disorder and possible waste and loss 
to the efficiency of supply are eyn-ally coyent in 
the case of manufacture either in national estab- 
lishments or by private firms. The overlapping of 
orders and divided responsibility in the case of 
aircraft supplies is a striking example.” 

That is really only a continuation of the same argu- 
ment ? 

Sir Stanley von Donop : Yes. 

1243. Chairman : 

“ (3) Similarly great economies as well as im- 
provements in mamcfacturing efficiency are obtain- 
able through a costings system under unified and 
experienced direction. The difficidties that arose 
between the Ministry of Munitions and the .idmir- 
alty over cordite prices, of which details can be 
supplied if desired, furnish an illustration of the 
losses that may arise from divided responsibility.” 
Do you agree with that? 

Sir Stanley von Donop : I have no doubt that 
a combine .working together could agree to keep the 
prices down and not to be competing, as it were, 
against each other. 

1244. Chairman : 

“ (4) The processes of transport, assembly, inspec- 
tion and filling are those in which unless there 
is unity of direction there must be unnecessary 
delays and disorder.” 

Sir Stanley von Donop : That is a platitude, 

1 think. 

1245. Chairman : 

“ (5) The work of design and experimentation 
is inseiKirably associated with that of manufac- 
ture and supply, and, as the evidence has shown, 
serious difficulties and delays occurred during the 
first year of the work of the Ministry of Muni- 
tions. because design had not been associated at 
the start. The records of the Inventions Depart- 
ment of the ]\Iini.stry (which can be supplied if 
desired) are a good example of how an alert 
central department can be directed to make' use 
of and develop not only the suggestions of its 
own experts but those which come from outside. 
The cases in which this department assisted to 
bring up to a workable form s^iggcstions often of 
quite humble people were very numerous. There 
were some thousands af cases great and small. It 
is certain that had it not been for these arrange- 
ments very many useful ideas would never have 
been made use of. The case of tanks referred to 
by Sir Eustace D’Eyncourt — who was himself the 
chief designer in the Admiralty — is an example 
of how a central department (the Ministry of 
Munitions was resimnsible for tank supply) was able 
to make use of and provide facilities for the de- 
velopment and perfection of outside suggestions. 
The Stokes mortar is another example.” 

Do you agree -with that? 

Sir Stanley von Donop: It is a very nice pat 
on his own back for wliat they did at the Ministry 
of Munitions, hut I am not prepared to say that the 
War Office were not equally capable of doing what 
they did in the way of inventions. For instance, 
we were working on the tank as well, and I know 
that when we came back from the first trial of the 
tank do.wn at Hatfield, Lord Kitchener said to me : 
“ Would you like to be responsible for the manu- 
facture of those tanks or .would you like the 
Ministry of Munitions to do it?” I said: 
“ I should let the Ministry of Munitions do it. They 
have been working at it and I do not want to in- 
terfere with them in any way. But we have got 
the matter in hand ourselves as well.” I do not 
think there is very much in what ho says, because 
it only means, putting it rather bluntly, that their 


design branch, or their experimental branch, was 
better than ours, or that their invention branch was 
better than ours. 

1246. Sir Philip Gibbs : I think his point was that 
by having an Inventions Board you would get de- 
sign just as well under a national system, as you 
would under private manufacture. It not that 
rather the point? 

Sir Stanley von Donop: Yes; but I had one 
department under me at the War Office which dealt 
with inventions, and people came there with in- 
ventions — and very good ones some of them were — 
and we had to differentiate between them. 

1247. Sir Philip Gibbs : You did not rely entirely 
on the designs of private firms. 

Sir Stanley von Donop : Oh ! no. Lots of 

inventors came to this Board. With regard to this 
jjarticular tank : It was a curious case. Sir 

Maurice Hankey telephoned me from his office one 
day to say a man was thei’e with a wonderful in- 
vention and would I let him come and show it to 
me. He told me roughly what it w'as, and I said 
“ The Admiralty are dealing wdth that at the 

moment” — Mr. Winston Churchill, I think it was, 
at that time had taken it up — “ and it is no use 
everybody putting their fingers into it ”. I said, 
“ Can you arrange with the Admiralty to see it, 
and I will go over there? ”. I went over there in 

the afternoon ; the man had arrived and he had 

produced a little model of the tank which w'e had 
already got — it was a ca.se of two great minds think- 
ing alike — and the only means we had of saving 
ourselves — we had not made the tank — was by at 
once sending for the designs of the tank at the 
Admiralty and producing them to this man to con- 
vince him that we had not stolen his design. 

1248. Chairman : What Dr. Addison was emphasising 
was, that you would not he, in a case of emergency, 
running about between the various departments to 
see which should take up a particular thing, but 
that there should he a central department working 
for all branches of armament work? 

Sir Stanley von Donop : We had that. I had 
a department under me dealing with that at the 
War Office. They dealt with all inventions that 
came in. 

1249. Professor Gutteridge : But the Admiralty had 
a separate deiJartment. 

Sir Stanley von Donop : The Admiralty had 
a sepai-ate department. That was for the sea. We 
did not clash with them. One was for the land and 
the other for the sea. 

1250. Professor Gutteridge : The Air people had 

their own ? 

Sir Stanley von Donop: The Air peojile had 
their own. 

1251. Chairman : If we may finish what I was asking 
you about, w'ill you refer again to what Dr. Addison 
said ? 

“ (6) -.There is a final and most important reason 
for the existence of such central department as 
is here suggested, namely, that only by such an 
agency would it be possible to mobilise and secure 
the rapid utilisation of appropriate private manu- 
facturing capacities to provide expansion in the 
case of rear. This consideration calls for sug- 
gestions as to how such a department would 
operate.” 

You see, what Dr. Addison visualises is a central 
department which should be able, as he says, to 
mobilise and secure the rapid xitilisation of appro- 
priate private manufacturing capacities in case of 
emergency. If something of that kind were set 
up in peace time it would avoid a great many of 
the difficulties and troubles that were experienced 
at the beginning of the Great War, would it not? 

Sir Stanley von Donop: It would to a large 
extent; but the great difficulty was to get the 
machinery. To follow that out to the end you would 
have to la5'-up and store machinery, you would have 
to have it installed ready for the iiurpose. There 
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vas one firm making “ Nota Bene ” pens or some- 
thing of that sort; we turned them all on to it; we 
had between 2,500 and 3,000 other firms all working 
very shortly after the commencement of the War, 
firms that had had nothing whatever to do with 
munitions. To-day what you suggest, Sir, would 
mean that some particular place should have all the 
machinery necessary for carrying out this work of 
making armaments. 

1252. Chairman.: You could have an organisation 
with a register of all possible available factories? 

Sir Stanley von Donop: Yes. 

1253. Chairman: You could have that all ready? 

Sir Stanley von Donop: Yes. There is no 

reason why you should not have a census. 

1254. Chairman : You had not got it in the last 
War? 

Sir Stanley von Donop: No. 

125-5. Chairman: Because you had no organisation 
that was able to do that particular work? 

Sir Stanley von Donop : No. The only thing 
is, that without organisation, in a very short time 
we had picked up between 2,500 and 3,000 firms to 
help the armament firms in supplying components. 

1256. Chairman: AThen you speak of “ a very short 
time ”, it was several months? 

Sir Stanley von Donop : I think it was in 
October. Of course, in the first months of the AA^ar 
nohody realised the enormous demands we should 
be called upon to meet. While you are talking about 
the supply it would be just as well for me to say 
that not only all those nations engaged in the AVar 
found that they were expending very much more 
ammunition per gun or per division, or whatever it 
was, than had been expected — and most of the 
nations had only to increase the number per 
division to meet the demand — but we also had 
to meet that extraordinary increase that was 
required when Lord Kitchener increased our Army 
from seven to seventy divisions. And that is what 
I may say almost broke us. 

1257. Professor Gutteridge : The sudden increase in 
the armed forces? 

Sir Stanley von Donop : The sudden increase. 
Not so much the gun increase, but the divisions 
themselves increased tenfold. That was a great 
burden on our shoulders. 

1258. Professor Gutteridge : The previous estimates 
of ammunition expenditure were based on the Russo- 
Japanese War, were they not? 

Sir Stanley von Donop : I do not think so. 
The history of it is that a certain amount was laid 
dowm and Sir Henry Brackenbury, when Director- 
General of Ordnance, insisted on a very large in- 
crease in the reserve, and the Prime Minister at the 
time said he was not able to do it without a Special 
Committee on the subject. A Special Committee 
dealt with it. I cannot quite remember the figures; 
twelve million pounds came into it, but the Com- 
mittee said he had asked for too much, eleven and a 
half million would do it. 

12-39. Professor Gutteridge : At any rate, the cal- 
culation was made according to the data then 
available ? 

Sir Stanley von Donop : Yes. 

1260. Mr. Spender: Had the French at the time any 
arrangements for expanding? 

Sir Stanley von Donop: I could not tell you. 
I know they took on a lot of extra firms like w-e did, 
because a certain gentleman came over and told me 
about it, and I said “ All right 1 ” Then he went to 
Lord Kitchener about it, and Lord Kitchener re- 
ferred to me, and I said w'e had done the same. 
Then 1 had a letter from Buckingham Palace saying 
that His Alajesty had heard what splendid 
work had been done in France in expanding 
to civilian firms. Then I thought it was time to 
turn, and I wrote a letter shelving that we had taken 
on something between 2,500 and 3,000 firms to. help 


in expanding the supply of ammunition. Finally, 
the gentleman who had come over here to give us 
that information wrote me an ample apology and 
said he was very sorry indeed he had raised the 
question. 

1261. Sir Kenneth Lee: I am not sure whether you 
answered one of the questions which the Chairman 
put to you with full knowledge of what Dr. Addison 
had in mind. In paragraph 72 of Dr. Addison’s 
memorandum he says : “ There should, I suggest, be 
a single supply and manufacturing department for 
all war departments.” 

Sir Stanley von Donop : Does that mean that 
you are to limit it to one (we will call it) ordnance 
factory and have no private firms? 

Chairman: I think so. 

1262. Sir Kenneth Lee: Dr. Addison’s idea, I 

believe, was that there should be a single depart- 
ment controlling all war supplies. 

Sir Stanley von Donop: A department con- 
trolling; not manufacturing? 

1263. Sir Kenneth Lee : Controlling. 

Sir Stanley von Donop: In other words, that 
the Admiralty, the Air Force and the Array should 
work under one control ? 

Sir Kenneth Lee: Yes. 

1264. Chairman : He deals with two separate things 
— one is control, the other is manufacture. 

Sir Kenneth Xee : Yes. 

Sir Stanley von Donop: If you can get all 
three Forces, the Array, the Navy and the Air 
Force, to work together for control, well and good — 
I think it is a verj’ good thing not to be competing 
with each other, as we sometimes had to do — but 
as to putting all the manufacture under one con- 
trol, I think that would be wrong. I think if 
Government manufacture were the only manufacture 
allowed in England it would lead to dire con- 
sequences. 

1265. Sir Kenneth Lee : AA’ould you think that one 
supply department would be desirable for the Navy, 
the Army and the Air Force? 

Sir Stanley von Donop : I should not think it 
was necos.sary or desirable. I think it would rather 
hamper matters. AA’e very seldom worked across, 
and sometimes when we did work across we arranged 
between ourselves. The subject of cordite was one 
thing. Both the Navy and the Army were de- 
pendent on cordite. On the Saturday before war 
was declared. Air. Asquith being then Secretary of 
State for AVar, I went to him aiid asked him if I 
could place orders for munitions, including cordite. 
He said “ No.” Lord Haldane came into the AVar 
Office temporarily as Secretary of State for AA^ar — 
I think it was on the Tuesday — and I went and 
asked him the same question. He said “ Yes.” 
But when I went to place ordei-s with the cordite 
firms they said, “ AVe cannot take any more orders. 
Air. Winston Churchill, the First Lord of the Ad- 
miralty, took uj) the whole of our supply on Satur- 
day morning.” That was the day I saw Air. 
Asquith. That was very easily settled. I went to 
the Admiralty and they agreed it was no use their 
taking the whole, we must have some, and we 
arranged it amicably between us. 

1266. Chairman : It was a happy accident that you 
were able to arrange it? 

Sir Stanley von Donop: Yes, I daresay it was. 

1267. Sir Kenneth Xee : One supply department 

would avoid that? 

Sir Stanley von Donop : Yes. 

1268. Sir Kenneth Lee : Is not the supply in war 
time of automatic machinery and machine tools of 
very great consequence? 

Sir Stanley von Donop: Yes. T think it would 
help to have some arrangement in that way. 

1269. Mr. Spender: Your general view of this sub- 
ject is that the combination of the state with private 
manufacture, with the necessary improvements 
gathered from experience in the last war, meets the 
case. 
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Sir Stanley von I) on oil ■. Yes. I think it meets 
the case better than liaving one single government 
manufacture. 

1270. Mr. Spender: Of course, there has been 

another view expressed. 

Sir Stanley von Donop: No doubt. 

1271. Mr. Spender: It has not been put before us 
because we have hoard only one side of the case, 
hut there is a view which is known to the public — 
that is that the private manufacturers and the arma- 
ment firms were obstructed by slow moving official 
machinery. 

Sir Stanley von Donop : I do not quite under- 

stand. m , 

1272. Mr. Spender: The criticism of the official 

world and the official mind was embodied in Mr. 
Lloyd George’s book. 

Sir Stanley von Don, op: That we hampered 

them? 

1273. Mr. Spender: Yes. 

Sir Stanley von Donop: I am prepared to 
defend any case they bring before mo on the sub- 
ject. I think if you asked the armament firms they 
would say they received every assistance and 
encouragement from us in every way. We never 
hampered them in any way. I should like to hear 
an example. 

1274. Mr. Spender: It was said that there were 

great masses of shells waiting to bo filled and that 
the difficulty arose in the official departments. 

Sir Stanley von Donop : And did the same man 
state that there were plenty of fuses and cartridges 
to go to those shells? 

1275. Mr. Spender: I think ho was more cautious. 

Sir Stanley von Donop: I daresay he was. 

There were millions of shells lying all over the place. 
Anybody could make the shells, but to get the fuses 
and propellants was quite a different matter. 

1276. Mr. Spender: Y’ou would say, General, that 
when we got into the second and third years of the 
War the British output was very efficient, would you 
not? 

Sir Stanley von Donop : Yes, it was. 

1277. Mr. Spender: I remember being told in 1916 
by the French that the British 9 inch howitzer was 
hotter than any other gun on the side of the Allies. 

Sir Stanley von Donop: 1 am very glad to 
hear it. We had a high opinion of that 9-2 
howitzer, the one you see on the Hyde Park 
Memorial. 

Mr. Spender: AT. Clemenceau was anxious to 
get a large supply for the French army. 

1278. Vrofessor Gutteridge : The 60 pounder enjoyed 
high repute too. 

Sir Stanley von Donop: Yes, the 60 pounder 
was a very good gun. 

1279. Sir rhilip Gihh.^: Would you consider that 

our system of state manufacture, like the Royal 
Arsenal, and reliance on a few i^rivate firms, was 
built up at a time when we looked only to small 
expeditionary forces and small Colonial wars? Mould 
you agree to that? 

Sir Stanley von Donop : The system was built 
up at that time. 

1280. Sir Philip Oihhs: And that, therefore, when 
we were faced by a world war, of course, that 
system was inadequate at that moment when \ve 
were taken by surprise and there was necessity for 
a large increase in everything. 

Sir Stanley von Donop: By Lord Kitchenei 
making a large army, you mean? 

1281. Sir Philip Gibbs : Yes. 

Sir Stanley von Donop : Yes. Quite so. 

1282. Sir Philip Gibbs: And you really agree that 
that system w'as actually inadequate to a big war? 

Sir Stanley von Donop: At that time; oh! 
yes, we could not supply what was wanted. 

1283. Sir Philip Gibbs: You go on to point oiit 
several times that you had to extend the sui:)ply 
by going to a great number of private firms. 

Sir Stanley von Donop : Yes. 


1284. Sir Philip Gibbs: Therefore, it is an admission 
that the private manufacturers were not in them- 
selves sufficienb to increase their supplies. That is 
so, is it not? 

Sir Stanley von Donop : You mean the ord- 
nance firms, like Armstrongs and Vickers? 

1285. Sir Philip Gibbs: Yes, and their powers were 
not sufficient really to cope with this immense in- 
crease ? 

Sir Stanley von, Donop: No; not without en- 
larging and diverting a number of their sub-orders 
to those other firms that they took on which were 
capable of doing the smaller things the 
components. 

1286. Sir Philip Gibbs : Arising out of that point, 
did you have any connection at all with the Com- 
mittee of Inquiry into the Royal Ordnance Factories 
at the end of the M'ar? 

Sir Stanley von Donop: No. 

1287. Sir Philip Gibbs: As Master General of the 
Ordnance, I should have thought you would have 
been consulted. 

Sir Stanley von Donop : No. I was out of the 
Army. I left the Army in February, 1920. I do 
not know when that took place, but 1 was never 
asked to go to it. 

1288. Nir Philip Gibbs: There is an interesting 

sentence in the {Second Interim Report presented 
to the Government. The Committee consisted of a 
certain number of rather high experts like Admiral 
Bacon, General Furse and so on. It was not a 
lay Committee. I should like to read you this 
sentence from the Report of the Committee of In- 
quiry and I should like to hear your views upon 
it. It says 

“ The niagnitvde of present day war operations 
is .such that the reserve of manufacture in peace 
time for war development cannot he looked on as 
being concentrated in the Government .irsenal and 
two or three particular firms. The real reserve 
for war is the whole of the manufacturing powei 
of the country.” 

That is an important statement by a number of 
high experts. It rather bears out the contention of 
people like Dr. Addison that the present system of 
relying on the Royal Ordnance Factories and a 
few specialist firms is not really sufficient if we are 
suddenly confronted with an important war, and 
that some other system might, with advantage, be 
adopted— not necessarily nationalisation, but control 
like that of the Ministry of Munitions, organising 
in peace time the whole of the private engineeiing 
power of the country. M'ould you agree with that? 
It raises a very large question. 

Sir Stanley von Donop: Yes; it raises a very 
large question and I doubt the practicability of it 
unless you are going to set up an enormous factory 
and machinery. A firm that is making pens will not 
make shells. You must have machinery ready for 
the supply of the particular war munitions. 

1289. Sir 'Philip Gibbs: M’’ould it be sufficient to 
have gauges and models and specifications? 

Sir Stanley von Donop: To a certain extent; 
but then you have to get the machinery. The 
trouble in 'increasing the supply was this, as th 
armament firms told that Cabinet Committee that 
I was mentioning. They said: “ We will endeavour 
to meet your enormously increased demands, but 
they found the wdiole world was out for machinery. 
They had to send to America to get it and every- 
body else was sending to America and they could 
not get the machinery. I gather your idea is to 
have^it all ready to expand? 

1290. SIt Philip Gihhs ; To have the plan of the 
system ready. 

Sir Stanley von Donop : But you have to have 
all the machinerj' as well. You have to have all 
the lathes and machinery necessary for making 
these munitions. As things develop, patterns of 
guns, patterns of shells, patterns of fuses, all 
change; and if you have the gauges for one lot. 
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they are scrapped, and yoii have to get fresih gauges 
for the -others. 

1291. Sir Philip Gibbs: Some of our witnesses have 
emphasised the point that an ordinary engineering 
firm can very often readily adapt itself to the 
making of armaments. 

Sir Stanlei/ von Donop : I know. They said 
that during the War. One or two came to me and 
said, “ Can we not do something? ” I asked, 
“ Can you do this, that and the other thing? ” and 
they said, “ Yes, we can easily adapt it.” But, 
shortly afterwards, they came to us and said, “ Will 
you release us from the contract? ” Some of the 
things are easy, hut some ripon which the supply 
of a round of ammunition depends are very difficult, 
such as fuses and so on, and you can onlj' get ex- 
perts to do it. 

1292. Sir Philip Gibbs : You said that When it was 
necessary to have an increase in the fuses the War 
Office found they had to go to firms which had pre- 
viously been making them and that they failed in 
their endeavour to get other firms to make fuses. 
Were the fuses actually made by other firms at a 
later date? 

Sir Stanley von Donop : I cannot answer that 
off-hand, but I will say this, that, later on, they 
did get a simplified form of fuse that was easier to 
make. With reference to that, I would tell you 
that Sir George Gibb came to see me. He was 
brought into the War Office to help with the supply 
of armaments. I told him the trouble about fuses. 
He said, “Why! General, any good firm could manu- 
facture a fuse like that.” I said, “ Go and get me a 
firm who will do it.” Off he went and he came back 
a few days afterwards with Lord Pirrie. They both 
entered my room and they both said, “ It is absurd 
of you to say that no good engineering firm can 
make this fuse.” I said, “ Here are six fuses. Go 
off and come back w-hen you have placed the orders.” 
They said, “ We can do that quite easily. Any firm 
can make them. You do not know what you are 
talking about.” Off they went and in a week’s 
time they came back and said, “ General, you are 
quite right, not a single firm in England can make 
it.” 

1293. Sir Philip Gibbs: Could it have been 

simplified? 

Sir Stanley von Donop: We simplified some 
of the fuses and made it easier, but even witb a 
well-known firm like the Coventry Ordnance AVorks, 
we found the greatest difficidty in getting fuses to 
pass proof. 

1294. Professor Gutteridge : Is it not largely a ques- 
tion of labour? It requires a very skilled man, does 
it not? 

Sir Stanley von Donop: Sometimes it requires 
a skilled man. The Coventry Ordnance Works were 
making a particular fuse. At the Arsenal we were 
getting them all right and we told them to go there 
and they would be shown everything. They went to 
the Arsenal and were shown everything and they 
said “ Yes, we are doing it in exactly the same 
way.” They had a lot of conversation at the Arsenal 
and they found that the only difference between the 
way they were making the fuses and the way the 
Arsenal was making them was that a little piece of 
.some vegetable paper was put in between the two 
rings of the fuse. The Arsenal people said “ Take 
your vegetable paper away and try our paper,” 
and the whole thing worked at once. It turned on 
the peculiar ingredient of the little bit of vegetable 
paper. It is very technical work. 

1295. Sir Philip Gibbs : You also said in your state- 
ment that, in employing private firms, the War Office 
allowed them to sub-contract a great deal of work. 

Sir Stanley von Donop : Yes. 

1296. Sir Philip Gibbs : But Dr. Addison made a 
very strong point that that sub-contracting failed 
and that it was found necessary afterwards to cancel 
the sub-contracts and to have direct contracts Do 
you bear that out? 


Sir Stanley von Donop: No; not at all, be- 
cause the Ordnance Factories and the big firms 
placed an enormous number of sub-contracts. That 
was what I was referring to when I mentioned the 
2.500-3,000 firms all helping. They were mostly sub- 
contracts from the contracts placed with the big 
firms. 

1297. Sir Philip Gibbs: Dr. Addison said that when 
he was Minister of Munitions he found that the 
whole of the system failed, partly on account of 
labour trouble, that the firms dealing with sub- 
contracts felt that they would rather deal directly 
with the government. 

Sir Stanley von Donop: I think there is a cer- 
tain amount of truth in that. What it meant was 
that, in the early stages of the War, many of the 
trades of the country stopped and, therefore, there 
were crowds of firms only too ready to take on work, 
and they took on these contracts. Then, as the War 
progressed, they said to themselves “ Why should 
not we get the contracts instead of only taking sub- 
contracts from big firms? ” They made that point 
and that was the reason why the smaller firms began 
to object to it; but they were only too glad to have 
it in the early days. It was a pure case of pounds, 
shillings and pence. They thought the big firms 
were making more money than they were making 
themselves and they wanted to be the people who 
were making it. I do not think it was a question of 
failure to do it. It was only a question of wdio was 
to get the most money. 

1298. Sir Philip Gibbs: It seems to me that, in your 
defence of the private firm, you have done less than 
justice to the Royal Arsenal. You have not said— 

I think it would be rather interesting to know 

what place in the scheme of armament provision is 
played by the Royal Arsenal. As Master General of 
the Ordnance, it seems to me that it would be very 
interesting for us to hear what you consider is the 
definite place of the Royal Arsenal in our defence 
scheme. 

Sir Stanley von Donop : To begin with, shall I 
talk about peace time? 

1299. Sir Philip Gibbs: Yes. 

Sir Stanley von Donop : I n peace time we 
want to keep the Arsenal going with a certain pro- 
portion of orders; we want to keep a good nucleus 
of machinery and men and foremen and experts. 

1300. Sir Philip Gibbs: Is there any necessary limita- 
tion to that? Could not that be extended? 

Sir Stanley von Donop : It is only a case of 
pounds, shillings and pence. The grant to the 

Arsenal in Parliamentary Papers is £100 a year. 
The expense of everything that is made at* the 
Arsenal has to be met out of the price of the manu- 
factured article. The whole of the employment at 
the Arsenal has to be paid for. The buildings, staff 
and everything else have to be paid for by the price 
of what they produce for war. Everything is priced 
at a certain amount. 

1301. Sir Thomas Allen: A contract price? 

Sir Stanley von Donop: No. It is not a con- 
tract price. They are called upon to supply a 
certain number of war material things and they 
have to do it without its costing a penny. They 
produce it and then they charge against it so much 
as the ]irice of the shell or the gun, or whatever 
it is. That goes towards paying their staff. It 
has to be what you call a self-supporting hou.se. 

1302. Sir Philip Gibbs: What is really working in 
my mind is this. Would it be possible to increase 
the importance and authority and the manufacturing 
*>"Ppl.y of the Arsenal and then to organise the entire 
engineering power of the country under the autho- 
rity of the Royal Arsenal ? Do j’ou think any system 
like that would be possible, cutting out reliance on 
the exirert manufacturer? 

Sir Sta,nley von Donop : No, I do not think 
that would be advisable. To begin with, we placed 
as large orders as we could down at the Arsenal 
to keep a certain number of men in employment. 
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Let us call the number of men 10,000; it was cut 
down to 10,000 at one stage, and we had to give 
them sufficient orders to be produced, and the price 
of which would meet the pay of the 10,000 men. 
Then, having done that, we distributed other orders 
to the armament firms such as Vickers and 
Armstrongs to keep them going. If you concen- 
trated everything in the Arsenal, the first thing is 
that you would have to pay an enormous amount, 
and the second thing is that the other armament 
firms would go out of commission altogether. 

1303. Sir Philip Gibbs : Of course, you would be 
gaining something by saving profits. You have to 
pay profits to the armament firms? 

Sir Stanley von Donop ■. You might save a 
little money in that way, hut I think what you 
would save in money you would lose in efficiency. 
It is a great thing for the armament firms to be 
there, because they encourage the development of 
various manufactures. It is to their interest, for 
example, to look round and see how they can cheapen 
the production of a certain thing, so that other 
countries who desire to buy shall come to them 
instead of going elsewhere. There is no encourage- 
ment to the Arsenal to do a thing like that, and it 
is everything to have the extra supply from the 
armament firms. 

1304. Sir Thomas Allen-. As Master General of the 
Ordnance and responsible for supply, you have told 
us that you were one of the few people who knew 
the facts at the outbreak of war. Did that 
knowledge at any time impress upon you that there 
was a disturbing inferiority in our capacity to adjust 
and expand our industrial situation for war needs? 

Sir Stanley von Donop: I am afraid I do 
not quite understand. Would you repeat that? 

1305. Sir Thomas Allen: Did your knowledge, which 
you have indicated to us that you possessed, of the 
real facts of the national situation at the outbreak 
of war impress on your mind at any time that in 
this state of emergency there was a disturbing in- 
feriority in the armament firms’ capacity to expand 
and adjust themselves to the industrial situation in 
a time of national need? 

Sir Stanley von Donop : No. You see, at the 
commencement of the War we had only provided, 
and were only allowed to provide, for our seven 
divisions. We had everything we wanted, and the 
firms were fully capable of supplying what we 
wanted. I am afraid I have not got the gist of 
what is in your mind. 

1306. Sir Thomas Allen: You have stated that 

“ previous to the War there were very few firms 
in England capable of manufacturing guns, rifles 
and ammunition ”. 

Sir Stanley von Donop : Yes. 

1307. Sir Thomas Allen : So that it must have been 
known to someone that we were not capable under 
emergency of very great exiiansion ? 

Sir Stanley von Donop : Yes ; hut I would 
rather answer that, if you do not mind, by putting 
a question to you. Is there anybody — except one 
man I can name — who ever visualised our having 
an Expeditionarj’ Force larger than six divisions 
and a cavalry division? I have asked a number of 
Generals. 1 know that the Generals at the War 
Office, the Chief of Staff and others had not visualised 
it, and I think I am safe in saying that if any 
Secretary of State for War had walked down to the 
House and said he wanted to double the Expedition- 
ary Force and raise its strength from six divisions 
to twelve, he would have been out the next day. 
The only man I knew who visualised this was Lord 
Kitchener. Therefore, you see, it is rather difficult 
for me to answer your question, because nobody 
had visualised it. 

1308. Sir Thomas Allen : In October, 1914, when 
the Cabinet Committee was called and they requested 
the armament firms to produce larger quantities, 
they did actually promise, and they must have 
known their own capacity to fulfil that promise. 
My point is this. Is it your view that they were 


called upon to perform a task that their organised 
capacities were quite incapable of fulfilling and that 
they ought not to have been called upon to make 
that promise, either under pressure or otherwise? 

Sir Stanley von Donop : They came to that 
meeting in October — that was the meeting at the 
War Office when I think there were eight Cabinet 
Ministers present — and they were all asked whether 
they could not increase what they had promised to 
to supply, and the Ordnance Factories said they 
could not. The other firms, Elswick, Vickers, 
Beardmores and the Coventry Works all said “ Yes, 
we think we can but we cannot promise ” and a 
representative of one of the firms said to me “ We 
are not going to be pilloried afterwards because 
we have not done it. We will try to do it.” They 
went off thinking they would be able to do it. 
The only reason they could not do it was that they 
found almost every other country in the world de- 
manding machinery from America. They could not 
get the machinery to do it and that was why they 
failed. 

1309. Sir Thomas Allen : It seems to be in my mind 
that Dr. Addison told us that, after the Conference 
of October, 1914, and after pointing out the diffi- 
culties to which you have referred, the firms did ex- 
press their ability to provide supplies by the dates 
given and in the quantities stated by him, and ulti- 
mately proved that they were utterly incapable of 
doing it. 

Sir Stanley von Donop : I was present at the 
meeting. I do not know what Dr. Addison was doing 
then; at any rate, he was not there. All I can say 
is that the firms said they would try and do it and, 
as I say, one of them came to me afterwards and 
said “ Remember, we only said we would try to do 
it. We will try our best, but we will not be pilloried 
if we fail.” I am certain that every one of them 
did their best, but it was out of their power to do it. 
First of all they had serious difficulty in getting 
machinery. The whole world was out for machinery, 
they could not get it over. Also they were hampered 
by the Trade Union restrictions; that caused enor- 
mous trouble. Firms came to me and said “ If you 
can get the Trade Union restrictions removed, we 
can increase our output by 25 per cent, at once.” 
But on the 21st January, 1916, the Prime Minister, 
Mr. Lloyd George, I noticed, was still begging the 
Unions to remove the restrictions ; they had not done 
so. 

1310. Chairman: They ultimately did? 

Sir Stanley von Donop : They ultimately did, 
but it took a long time. 

1311. Sir Thomas Allen : I would like you to develop 
the point raised hy Sir Philip with regard to sub- 
contracting. You said that permission was given to 
armament firms to place sub-contracts with non- 
armament firms for components which they were 
capable of manufacturing. I seem to remember that, 
in nearly every big manufacturing district, there 
were meetings and protests from other firms about 
not being allowed to come in. Those complaints were 
also voiced in the Press and in Parliament. How 
far did they really make use of this permission to 
ease the situation and to facilitate the supply; and 
was there, in your view, any aversion on the part 
of the recognised armament firms to employ these 
subsidiaries ? 

Sir Stanley von Donop: I say absolutely none, 
from my knowledge. They were only too keen. If 
they could divert any of the simple components to 
firms that could make them, they were only too 
ready to pass them on to subcontractors. I have heard 
that complaint often raised. People said “ You are 
not employing these people.” I replied “ Just send 
them to the Arsenal and we will show them what to 
make.” Many went, but they all shook their heads 
when they got there; they said “ We cannot do 
that ”. I do not think there is any justification for 
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saying that any of the armament firms refused to 
employ other firms on sub-contracting. They were 
all out to help. 

1312. Sir Thomas Allen : I would like you, if you 
will, to elucidate a little further this question of the 
shortage of shells. I want to get it clear in my 
mind. Dr. Addison gave us his figures as part of his 
evidence. In response to a question put to him by 
the Chairman, he said that, as far as his exhibits 
and appendices went, they could be accepted as part 
of his evidence and he assured us that those figures 
were correct. Do you remember hearing about a 
shell scandal during the time of the War — in fact, 
I believe it was debated in the House of Commons — 
and the shortage of ammunition, particularly high 
explosive ammunition for field guns? I think that 
really led to the formation of the Ministry of Muni- 
tions. Am I right? 

Sir Stanley von Donop : I cannot tell you. I 
was not Prime Minister at the time. The Prime 
Minister never told us. I know it has been reported 
so; they reported it as that, and they reported it 
as something connected with the Admiralty, but what 
it was I do not know. 

1313. Sir Thomas Allen : You have not made a very 
careful study of Dr. Addison’s evidence. 

Sir Stanley von Donop : Oh ! no. 

1314. Sir Thomas Allen : Therefore, you are not com- 
petent to say whether the figures he gave us are 
correct or otherwise. 

Sir Stanley von Donop : No. I cannot say 

that. 

1316. Sir Thomas Allen : You have said that with 
all the advantages that the Ministry of Munitions 
had, it was 11 months before the first complete round 
of manufactured ammunition was available. In the 
statement read to you by the Chairman just now. 
Dr. Addison gives the reason for that. He says that 
difficulties and delays occurred during the first year 
of the Ministry of Munitions because design was 
not associated at the start. You would not expect 
construction to proceed in the absence of design, 
would you? Do you think that, under the circum- 
stances, and having regard to the whole situation, 
there was any time lost by the Ministry of 
Munitions ? 

Sir Stanley von Donop : Yes. I will tell you 
what is in my mind. Directly the Ministry of Muni- 
tions was formed, someone — I forget who it was — 
came over from there and said “ What can we do 
to help you? ” I replied “ You can get these six 
things.” I put them down and said “ Get them in 
that order.” I put shells at the bottom. I said 
“ Anybody can make shells. It is the fuses and 
other things that we want.” Off they went. At 
the end of two months they had not placed a single 
order for anything except empty shells. My answer 
is that they could have, if they had known anything 
about the subject. I am not blaming them; the 
fact remains that they did not know. 

1316. Chairman : You will appreciate they were just 
making a start? 

Sir Stanley von Donop-. Quite so. They had 
considerable assistance. They took most of my staff 
away. They wanted all the experts. We gave them 
all the help we possibly could. 

1317. Sir Thomas Allen : And would you agree, hav- 
ing had to start after others had failed, it is all 
the more necessary that this, shall I say absurd, 
position should not be reached again? 

Sir Stanley von Donop : I do not know quite 
what you mean by saying “ where the others had 
failed.” 

1318. Sir Thomas Allen: Failed on the evidence, 
partly your own evidence, and the evidence of Dr. 
Addison. Their efforts were inadequate to meet the 
situation. 

Sir Stanley von Donop : We failed to meet 
the situation, but I would not say that it was failure 
to do what was possible. We failed to do the 
impossible. That is my point. By the beginning of 


June or July we were producing an enormous amount 
of ammunition and all the others had got to do 
was gradually to increase it. I do not admit for 
one moment that we failed. We did not do what 
we had hoped to be able to do. As I say, we were 
faced with the increase of the Expeditionary Force 
from 7 Divisions to 70 Divisions and the AVar had 
shown that a nluch larger number of rounds per man 
were being fired than had been legislated for. 

1319. Sir Thomas Allen : Then we may take it that 
your point is that the inability of the armament 
firms punctually to meet the demand Wixs due to 
circumstances beyond their control? 

Sir Stanley von Donop : Yes, absolutely. 

That is my point. 

1320. Professor Gutteridge : One hears a great deal 
about shells in this connection and one often wonders 
whether the people talking about shells really know 
what they mean. But there were other things 
besides shells? 

Sir Stanley von Donop: Yes. 

1321. Professor Gutteridge: AA’as there any serious 
delay in obtaining heavy ordnance and that sort of 
thing ? 

Sir Stanley von Donop : You say “ serious 
delay.” AA’e could not produce it in a day. 

1322. Professor Gutteridge : AA’ere the complaints 
chiefly about shells? 

Sir Stanley von Donop: The whole thing. 

The “Daily Mail” and others shouted out the 
word “shells ” ! They did not know what they were 
talking about. AA’e had millions of shells. What 
we wanted to get were the fuses and propellants. 

1323. Professor Gutteridge: The tubes? 

Sir Stanley von Donop : The tubes were fairly 
easy to get. The shells were easy. We knew that 
we could get the empty shell as easily as possible. 
The components were difficult to get. 

1324. Professor Gutteridge : AVas there any difficulty 
about the propellants? 

Sir Stanley von Donop: Yes; it was very 
difficult to get propellants. I received an offer fi-om 
Am erica — I think it was in October, 1914 — to supply 
a million rounds of 18-pounder ammunition. The 
shell we had never seen, but that was a sim))le 
thing. The fuse we had never seen. We did not 
know anything about it. It was a new fuse 
altogether. The propellant was new. We did not 
know very much about that. There we were faced 
with a million rounds and £3J millions to pay. I 
remember going to see Lord Kitchener on my way 
back from lunch and I said to him, “ Look here, 
sir, this is what I am faced with. Here is an offer 
from an American firm, but they have never made 
a round of ammunition of this sort for us before.” 

I told him the fuse was a new one, the propellant 
was a new one, and the shell was the only thing 
we knew anything about. I told him the cost was 
£3J millions. He said, “ That is rather a large 
sum.” “ Yes,” I said, “ but if we do not place an 
order here, I do not know where else I can get it 
carried out. The whole of the fipms are full up.” 
Lord Kitchener said, “ Place the order and let me go 
to lunch.” That order for a million shells .was placed 
and it was fulfilled most successfully. They came 
just at the nick of time, at the second landing at 
the Dardanelles. AVe were able to utilise the 
ammunition with great success. 

1325. Professor Gutteridge : You say it was a new 
fuse and a new propellant. 

Sir Stanley von Donop: Yes. 

1326. Professor Gutteridge : That was something 

that had just been invented. Yon did not know 
anything about it. 

Sir Stanley von Donop : AVe knew something 
about the propellant, il think it was composed of 
ballistite. 

1327. Professor Gutteridge : AVas it something that 
had been invented in this country ? 

Sir Stanley von Donop : No, it was American. 
Did I not mention that? 
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1328. Professor Gutteridge : I did not realise that 
it was an American invention. 

Sir Stanley von Donoi) : Oh I yes. 

1329. Professor Gutteridge : In fact, if it had not 
been for American aid, we might have been in 
serious difficulty ? 

Sir Stanley von Donop ; Ui3 to that time 
America had refused to making anything for us. 

I think they were afraid of sabotage and other 
things. There was great difficulty in getting 
America to start on it. I placed this order and 
in two days I was informed that Mr. Schwab, the 
representative of the firm, was in America, and 
I was asked if he came over here would I arrange 
an interview for him with Lord Kitchener. I said 
yes. He came over and I warned Lord Kitchener 
that he must be very kind to him. Lord Kitchener 
so impressed Mr. Schwab that Mr. Schwab said 
“ I will go back and devote the whole of my factories 
to the needs of England ” and he did. Then other 
firms in America said “By Jove! this is the way 
to make money ”, and they all wanted to come in. 
That firm, the Bethlehem Steel Corporation, 
was the first to tackle the supply. Then 
all the others came in. That was the firm that had 
the new fuse and the new propellant. 

1330. Professor Gutteridge : I am asking you this 
because it has crossed my mind more than once 
that it is just as possible for a big national factory 
to be caught out in such circumstances as a private 
firm. There must be an appreciable time for any 
expansion to take place. You cannot expand in 
a very short time. 

Sir Stanley von Donop : No. You cannot get 
the supervisory staff. I think it was the Elswick 
Ordnance Comijany which came to me and said “ If 
you could get the extra supervisory staff, we could 
expand our works at once by taking on 2,000 extra 
men.” The superintendent of the ordnance factory 
came to me and said “ For every hundred men I 
must have one supervisor.” 

1331. Professor Gutteridge : Do you think the super- 
visors can be trained in advance P 

Sir Stanley von Donop : Yes, If you like to pay 
for it. 

1332. Professor Gutteridge : It would not be a very 
expensive thing, would it? 

Sir Stanley von Donop : I am not prepared to 
answer that. There is this to be said. You would 
have to have the trained men working on lower 
class work than they are really fitted for. 

1333. Professor Gutteridge r I suppose one difficulty 
would be that military demands fluctuate very much 
and you might have to keep a large proportion of 
the staff standing idle at the national factory ? 

Sir Stanley von Donop : If you have a large 
national factory, capable of supplying on a large 
scale in war time, many would be standing idle 
in peace time. That stands to reason, but if the 
firms other than the ordnance factories have de- 
mands from other nations, they can keep the staff 
going and then, when war comes, they can devote 
the whole of their staff to our requirements. 

1334. Professor Gutteridge : Your demands, as Master 
General of the Ordnance, must be always influenced 
to some extent by current policy. It may be highly 
unpopular for the government to demand munitions 
and therefore there may be a shortage of munitions, 
in a sense, on political grounds. 

Sir Stanley von Donop) : My answer to that 
would be this. In my exi^erience, I have never 
foiind a government that did not tie us down to 
every penny. We have had to fight for every penny. 
Of course, in war time it is different. 

1335. Chairman : I do not quite follow the system 
iinder which the Arsenal became self-supporting. 
For instance, if an order is given to the Arsenal, 
who fixes the price at which the article is sup- 
posed to he sold? 

Sir Stanley von Donop : I am afraid you 

have got me a little out of my depth. Sir John. 


I do not know who fixes it. I know there is some- 
thing called the Price Fixing Department or the 
Price Fixing Committee. It was all based more or 
less oil the marketable value of the shell, the fuse, 
or whatever it was, and the prices were adjusted in 
such a way that the cost of all the things that 
were produced by the Arsenal equalled the cost of 
wages, upkeep of buildings and everything on the 
other side, the only difference being £100, which 
they put into the estimates as a token to allow 
a debate to go on. 

1336. Chairman : The Arsenal do not know at the 
beginning of the year how many orders they are 
going to get? 

Sir Stanley von Donop: No; they do not 
know that. Sir. At the allotment meetings we had, 
when we allotted the orders, we had the Ordnance 
Factory Superintendent there and we said to him ; 
“If we give you an order for so many 18-pounder 
shells, will that suit you? ” He had to keep 10,000 
people employed. He replied: “ If you can give us 
in the shell shop an order for so many, that will 
keep us going.” And we divided the rest among 
the armanent firms outside. 

1337. Chairman : Thank you. If you look at 
page 117 of Dr. Addison’s Appendix, you will see 
what he says about sub-contracting. You have been 
asked a good many questions about that. I think 
I ought to ask you a question about paragraph 69, 
where he says : — 

“ With regard to sub-contracting the additions 
to such supplies as the firms themselves were able 
to provide that were obtained in this way were 
less than might have been anticipated and made 
no substantial contribution to the total output." 
Do you agree with that? 

Sir Stanley von Donop : No. I should not 
agree with that. I think the firms got considerable 
help by their sub-contracting. I cannot quite give 
you the details, for this reason, that we gave the 
contract to the firms and it was up to them to place 
the sub-contracts as they liked, as long as we knew 
what they were doing. We left it to them. They 
were responsible for turning out the completed 
article and we allowed them to do the sub-con- 
tracting. 

1338. Chairman : He goes on : — 

‘‘The reasons were threefold: — First: in the 

circumstances of the time the patriotic impulse of 
other firms was to prefer to manufacture for the 
State rather than for a major contractor. This 
disposition was manifested in, the strong demand 
for a wider spread of war orders that had become 
very pronounced before the Ministry of Munitions 
came into existence." 

Is that correct ? 

Sir Stanley von Donop : Yes. It really came 
to this. There was a great cry in the House, if 
you remember, “ Business as usual,” in the early 
days of the War. Everybody thought they were 
going to make a lot of money out of the War, they 
thought the War would not be a long one, and at 
that time Anns hesitated very much to take any 
sub-contracts because it interfered with their par- 
ticular work. Then, as the War proceeded and it 
was seen that we were in for a long war, the trade 
of these sub-contracting people gradually dried up 
and they came round and said: “ We should like to 
have this sub-contract.” Then, as soon as they had 
learned how to make the articles, having been taught 
by the main contracting firms, they said: “Why 

should not we have direct contracts with the Ministry 
of Munitions instead of taking only sub-contracts ? ’ ; 
because they thought they would make more money 
out of it. 

1339. Chairman : The next point is : 

“ Manufacture depends upon an adequate supply 
of precise drawings, specifications, gauges, etc., 
and these the major firms were unable to supply 
in any adequate measure to their sub-contractors. 
Indeed, the shortages in these respects, especially 
in the supply of gauges, involved delays extending 

K 2 


29226 


226 ROYAL COMMISSION ON THE PRIVATE MANUFACTURE 


OF AND TRADING IN ARMS 


10 October, 1935.] Major-General Sir Stanley von Donop, K.C.B., K.C.M G 


{.Continued. 


over three or four months after the Ministry was 
constituted before it ivas able to provide them in 
sufficient numbers. The provision of a supply of 
these critical ‘ key ’ requirements beyond their 
own needs clearly cannot be expected to be the 
business of private manufacturers.” 

Sir Stanley von Donop : That is all perfectly 

true. 

1340. Chairman : Then, 

“ The placing of miscellaneous orders to fill the 
blanks in their own production created confusion 
in the processes of inspection and assembly and in- 
volved activities that were not in line with the 
ordinary work of manufacturers.” 

Is that correct, do you think? 

Sir Stanley von Donop : I could not tell you 
anything about that without talking with the 
firms and seeing their diflaculties. It is a sort of 
general statement to which I could not give an 
answer one way or the other. 

1341. Chairman: 

It should be remembered that a completed 
article like a shell, for example, consists of a great 
many parts and the processes of co-ordinated 
assembly and inspection for the provision of com- 
pleted supply are of vital importance. The state 
of affairs that was found to exist can only be 
described as chaotic, and one cannot imagine how 
these sections of the work could possibly be effi- 
ciently managed except by a central organisation 
with full knowledge over the whole field. What 
applies to constituent manufactured parts applies 
with even greater force to the assembly and filling 
in an orderly manner of primers, gaines, shells 
cartridge cases and the rest which make up a 
‘ completed round 
What do you say about that? 

(The Witness 


Sir Stanley von Donop: AVhat I say about 
that is that I am very pleased that the lesson that 
I had to ram into the heads of our Ministry of Muni- 
tions has produced a pupil who knows his lesson— 
because he did not know it at first. For the first 
two or three months I could not get them to under- 
stand that a shell was not a round of ammunition. 
Mr. Balfour was sitting next to me at one of the 
meetings. It was about two months after we had 
had a meeting of the Ministry of Munitions people, 
and Mr. Lloyd George turned to me and said 
General, you have got to remember that a round 
of ammunition does not only mean a shell ”. Mr. 
Balfour turned round to me and said “ General 
fanoj' his telling you that, when you have been 
ramming it into them for the last two months.” It 
IS quite true the completed article, the shell, con- 
sists of a large number of things. When I put down 
shells ’ and “ components ”, they did nothing but 
sheUs months. Anybody could make 

Clifiirman : Is there anything you want to 

aadr 




^ allowed to ask this question? 
With all this discussion that is going on, I rather 
want to know, for my own information, what is the 
policy that we are now supposed to work on? Are 
we to work in future on a policy of six or seven Divi- 
sions, or are we to work on a policy of 70? Because 
a great deal depends on that. 

1343. Chairman: I should require notice of that 
question, and I should say if you had given me 
notice I could not have answered it I 

Sir Stanley von Donop: It was really for mv 
own information. I wanted to know what policy we 
were working on. ^ 

Chairman : Thank you. 


withdrew.) 


Major-General The Honourable Sir Francis R 

1344 Chairman : May I give a statement of your 
positions, so far as it has been supplied to me You 
Instructor of the School of Gunnery, 
Director of Artillery, War Office, 
Council, Ministry of Munitions, 
1 Q 1 R Ministry of Munitions, 

1916-18; Chief of British Section and President of 
bub-Commission for Armaments and Material Mili- 
imn Commission of Control, Germany, 

1919-24; Lieutenant-Governor of Jersey, and com- 
manding troops in Jersey district, 1924-29. Is that 
correct ? 


Sir Francis Bingham : Yea, Sir. 

1345. Chairman : You have supplied us with a state- 
ment of what you wish to say to us. 

Sir Francis Bingham: Yes. 

1346. Chaii man : AVould it he convenient if you were 
to read that, or would you sooner make a separate 
statement ? 

Sir Francis Bingham: So much of what is in 
my mind has already been said by Sir Stanley. I 
served under him at the War Oflice and I have 
asked for permission to give evidence to-day be- 
cause I consider that he and I are the only two 
people living, except the members of the firms, who 
can speak of what the armament firms did in those 
early days of the War. I gave orders — of course, 
under the Chief — for every round of ammunition 
ordered from August, 1914, until May, 1915, and I 
want to say here publicly that we owe a deep debt of 
gratitude to the armament firms for what they did 
in those months. They did not fulfil their promises, 
as Sir Stanley has told you, but they did marvels 
considering the small orders that were given them 
in peace time and considering the difificiilties which 
Sir Stanley has already explained, and which I feel 
too. I am afraid I speak strongly, but I feel strongly 
on this subject. 


Bingh.am, K.C.B., K.C.M. G., called and examined. 

To show you the shortage of machinery : In Novem- 
ber, 1914, I personally had to say whether four turret 
lathes for the manufacture of guns were to go to 
the Arsenal or to Armstrongs. There were only 
four, from John Lang, of Edinburgh. There were 
not any automatic machines in the country they 
had to be ordered from abroad and they came into 
the country in the early spring of 1915. Labour 
was in a very unsettled state and the rules of the 
A.S.E. were very restrictive; in my opinion they 
would not have tolerated at that time the control 
to which they were eventually subjected until the 
seriousness came home to them in 1915. 

The statement has been made that we only em- 
ployed the armament firms, but this is not correct, 
men Lord Kitchener told us that the Army had to 
be increased my orders were to get everything that 
where I could, and I have a paper here 
which will show you the numbers which I ordered. 
When I say “I,” I was naturally under the Chief. 
This shows that I ordered 15,000,000 shells from 
America, nearly 11,000,000 from Canada, 11,000,000 
from the trade in England, and 1,600,000 from the 
Ordnance Factories, and I say this, that those 
orders were given — not, as Dr. Addison says 

because of the failings of the armament firms, 
they were given because we saw no other way of 
getting them, and I took everything, wherever I 
could get it. In those months I refused only two 
orders one was fraudulent, which I need not go 
into, and the other was the offer of a commission 
agent who would not deal with Morgan’s. 

I am making this statement as short as I can, 
Sir John, because you have already heard a lot 
about the matter. Now I come to the most im- 
portant part. Without the design department of 
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the armament firms we should have been without 
the best guns and howitzers of any army in the 
field. Without going into technical details, I can 
say that with the exception of the guns taken to 
the field by the Expeditionary Force every new gun 
and howitzer was designed by the experts of Vickers 
and Armstrong from 1914 onwai'd. May I give you 
a little sidelight to show their value. One of my 
German vis-a-vis, when I asked him which was the 
best gun in any of the armies, replied, “ There is 
no question. Your 6-inch howitzer designed by 
Vickers. I asked, “ How do you know? ” “ When 

they were captured ” he said “ they were given to 
me to use.” I apologise for that interpolation, I saj' 
that to illustrate the value of the design departments 
of the great armament firms. 

If there is an idea that a Government Depart- 
ment for the supply of war material can function 
without the help of armament firms, then I saj' that 
the nation adopting this practice would be working 
with one hand tied behind its back. And why? No 
nation, no government, can afford to pay in peace- 
time the great technical experts that those firms 
employ, to whom they pay high wages. They have 
a knowledge of what is going on with regard to 
foreign armaments — probably they are making them 
— and their knowledge is at the disposal of our 
country when it is required. Do France or Ger- 
many, for example, trust to a government organisa- 
tion for their material? I know they do no such 
thing. It may interest yon to know, Sir, that we 
inspected 7,000 factories that had made war material 
for Germany of one sort and another. They did 
not trust the government factories. 

Dr. Addison stated that if there had been a 
Ministry of Munitions in August, 1914, thousands 
of lives would have been saved. I ask you. Sir : 
Who knew what the expenditure upon gun ammuni- 
tion would be? The only information we had was 
that, during the four years’ war between Russia 
and Japan, the Japanese fired 1,000 rounds per gun. 
I know what Germany had, I know what France 
had, I know what we had. They all kept 1,000 
rounds per gun as their stocks. Supposing there 
had been a Ministry of Munitions then. You can 
hardly imagine it because you would not want a 
Ministry to supply six divisions. Also, who knew 
then that we would eventually have to control the 
whole of the labour of the country, the whole of the 
raw materials of the country and divide it up as 
between the public and the Services? Nobody knew 
the requirements, nobody knew what sort of sup- 
plies were wanted, and they did not begin to trickle 
in until May, June, July. 

Later on, I see that Dr. Addison says that some 
Artillery Officers were averse to employing firms 
other than the armament firms. I must confess I 
cannot think where he got this idea. I was the 
Officer who ordered the ammunition and I employed 
everybody I could get hold of in this country — as I 
told you before, in America, in Canada, and I even 
ordered ammunition in India. 

Dr. Addison states, in paragraph 7 of his evidence, 
on page 110, that a few orders were placed in 
Canada with the Canadian Government. He forgot 
to state that I personally ordered £6,000,000 worth 
in America and considerably more thixiugh Messrs. 
J. P. Morgan. I do not know whether you would 
care to have those figures. They show the orders 
placed by the War Office between August, 1914, and 
May, 1915. 

1347. Chairman : Yes. Thank you. (Statement* 

handed to the Chairman..) This will be appended 
to your evidence and will become part of the record. 


Sir Francis Bingham : This is actually an 

extract from the War Office Contract Book. 

If 1 may amplify one pioint which I understand 
is the main point. Dr. Addison talks about the 
necessity of a Ministry of Munitions in 1914. 1 have 

said it is unthinkable. But it is not unthinkable for 
another war, now we know that you may possibly 
have to take the whole of the labour, the whole of 
the raw material, and control everything. In my 
humble opinion, there should be a skeleton, a nucleus, 
a cadre, to come into action at the commencement 
of the war. 

1348. Sir Thomas Allen : Before you proceed further : 
In addition to possible, would you say that it is 
desirable, in that event? 

• Sir Francis Bingham: I only state my own 
opinion. It would be desirable. Knowing what we do 
now — and we had the bitter experience — I would 
say in peace time certainly not, because no country 
can afford to iiay for it and keep it going and it 
would get starved financially. My personal opinion 
is that there should be a cadre that would come 
into action at the beginning of the war, but, to 
provide for the lag until it came into production, you 
must rely, as we did, on the Ordnance Factories 
and the armament firms. 

1349. Chairman: That was the result of your ex- 
perience during the War? 

Sir Francis Bingham : That was the result of 
my experience — a bitter one, I am afraid. 

1350. Chairman: Do you wish to add anything? 

Sir Francis Bingham : No, Sir John. I have 

said what I wanted to come here and say. I want 
to express my gratitude — when I say my gratitude 
I mean the gratitude of the peoxile who were trying 
to get the stuff — to the armament firms for the 
way they expanded and did the best they possibly 
could. 

1351. Sir Thomas Allen: I think it ought to be 
made clear that Dr. Addison was not so much 
concerned to make an attack on the armament firms. 
I do not think, throughout the whole of his evidence, 
it can be shown that he did make any direct attack 
upon the armament firms, as such. I think he would 
be the- first to admit that they did their best under 
the circumstances in which they were placed. His- 
whole case, as far as I understood it, was that the- 
system under which they had to work at the be- 
ginning of the War was such that it was not enough 
and that reliance on that system was a dangerous 
thing and, as far as practicable, the system should be 
amended in that respect in the future. 

Sir Francis Bingham : Quite so. Sir. I am 
afraid I have been talking of the past. I have been 
saying how we were and shall be in the future relying 
on the armament firms and the Arsenal. I do not 
say he made an attack, but I was bound to make 
a reference to his statement that only a few orders 
were placed with them owing to their failure. I 
draw attention to the actual facts. One more point. 
As I am not an expert on pricing and costing, I 
have not said anything about it, but, as Dr. 
Addison has said a great deal about costing, I would 
say that I am perfectly certain that it would be 
far cheaiier for the country to pay the little extra 
in overheads on what they order from the armament 
firms than to pay for an expensive government de- 
partment which, if you had peace for a number 
of years, would be growing idler and idler and 
deteriorating. In fact, it would be a much cheaper 
proposition and just as serviceable. 

1352. Chairman: Thank you. We now adjourn. 

There are no more witnesses to-day. 
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Shell ordered by War Office — August, 1914 — May, 1915. 

Type of SheU. 






C.S.O.F. 

Trade. 

Canada. 

U.S.A. 

India. 


12 " How. H.E 


32,000 


10,000 


9-2" „ 

— 

85,775 

— 

42,000 



8-0" „ „ 

. 

149,300 

— 

39,000 

— 

6-0" „ 

— 

313,400 

— 

277,000 

— 

6-0" How. Shrap 

— 

12,000 

— 

— 

— 

5-0" How. H.E 

— 

400 

— 

95,000 

— 

5 - 0 " „ Shrap. 

— 

30,000 

— 

— 

— 

60 pdr. H.E. ... 

20,200 

207,850 

300,000 

60,000 

— 

60 pdr. Shrap. 

31,300 

156,300 

— 

— 

— 

4-7" H.E 



235,400 



120,800 

— 

4-7" Shrap. 

— 

■ 24,500 

/ 700,000 \ 

1 1,866,666 / 

30,000 

— 

4- 5" H.E 

76,600 

1,010,400 

575,000 

— 

4-5" Shrap. 

54,540 

400,000 

— 

— 

— 

18 pdr. H.E 

/ 122,000 

3,373,000 

125,000 

2,050,000 \ 


\ 20,000 

400,000 

3,266,666 

4,750,000 / 


18 pdr. Shrap. 

638,440 

/ 3,139,283 
\ 600,000 

625,000 

3,466,666 

100,000 \ 
7,250,000 / 

60,000 

15 pdr. H.E. ... 

— 

180,000 

— 

— 

— 

15 prd. Shrap. 

11,000 

598,800 

300,000 

— 

— 

13 pdr. H.E. ... 

— 

40,000 

100,000 

150,000 

— 

13 prd. Shrap.... 

194,000 

182,000 

— 

— 

14,000 

2-75" H.E 

— 

82,500 

— 

— 

— 

.2-75" Shrap. ... 

3,260 

9,000 

— 

— 

— 

Totals 

1,171,340 

11,261,908 

10,749,998 

15,548,800 

74,000 
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Mr. P. J. Noel B.\keb, M.A., called and examined. 


1353. Chairman : !Mr. Noel Baker, I should like, 
if I might, first of all to put on record what your 
experience has been. I see that in your Statement* 
you say : “ Throughout most of the iieriod since 

1918 I have been more or less closely in touch 
with the actual conduct of international affairs. 1 
was a member of the British Delegation to the 
Peace Conference in 1919; personal assistant to the 
Secretary General of the League of Nations 1920-22; 
private secretary to the ijrincipal British Delegate 
to the League of Nations 1922-24; personal assistant 
to the League of Nations High Commissioner for 
Eefugees 1925-29; Parliamentary Private Secretarj' 
to the Secretary of State for Foreign Affairs 1929-31 ; 
British Delegate to the Assembly of the League of 
Nations 1929 and 1930; private secretary to the 
President of the Disarmament Conference 1932-33.” 
Then by your Statement you have in various 
chapters dealt with the various points which you 
think are of the greatest importance in this par- 
ticular matter, and I think I may safely say that 
anybody who reads the Statement will come to the 
conclusion that you have presented your case very 
fully and very carefully and very capably. Now 
will you say what you wish to say to us. 

Mr. Noel Baker-. Sir John, I want to begin, 
if I may, by thanking the Commission very warmly 
for giving me this opportunity of appearing, and 
apologising for abusing their indulgence by pre- 
senting such a very lengthy statement of evidence 
as that which I have submitted. I am afraid, in 
spite of the kind words which you have just said, 
that members of the Commission may have thought 
that it was too verbose. I did my utmost to keep 
it within reasonable limits, but the difficulties were 
rather considerable because I think that this is 
more or less the first occasion on which any academic 
student — and so I call myself primarily, for so I 
started — has attempted to make a coherent, reasoned 
examination of all the technical and xjractical argu- 
ments which are advanced in favour of the system 
of private manufacture. It is very difficult to 
deal with those arguments in a summarised form — 
at least, so I found when I was trying to do so — 
because either you misrepresent the arguments, or 
else you make your analysis of the arguments in- 
complete or inadequate. I dare say that the Com- 
mission have also observed that my paper is not 
only long, but guilty of repetition in more places 
than one. Again I apologise, and again I explain 
that those who use the technical arguments with 
which I was dealing, are not always guilty of what 
I might call the clearest of thought, and that apart 
from that, in certain places the technical arguments 


in fact overlap, and therefore I was not quite master 
of the case which I had to examine. 

Now, as I said, I have been studying this subject 
as an academic student for a very considerable 
number of years, and in the course of that time I 
have changed my view of the matter very con- 
siderably. When I began — and it was really the 
principal reason why I took up the study of the 
subject — I used to think that the moral aspect of 
this matter was of overwhelming importance, and 
I confess that I used to share the views of those 
who thought that the private manufacturers were 
guilty of such offences against the standards of 
civilisation which modern society accepts that they 
might almost be termed sub-human, and that it was 
urgently necessary, on moral grounds, to do some- 
thing to bring their activities to an end. 

I used to think, on the political aspect of the 
matter, tliat \vliile private manufacture was un- 
doubtedly a contributory cause, or, shall I say, a 
contributory assistant to the forces that make for 
war, nevertheless it was very secondary, and I 
scouted as ridiculous the view of those who spoke as 
though, if private manufacture were abolished, peace 
and disarmament could be established overnight. 

On the other hand, so far as the technical aspect 
was concerned, I us^ to think that the difficulties 
of dealing with private manufacture would be very 
great, that its abolition would be an extremely com- 
plicated, if not indeed impossibly complicated, affair, 
and that the practical case, the concrete technical 
arguments, for the retention of private manufacture, 
were, from a certain point of view, very strong. 

On all those three aspects my views have changed. 
I would not say that I now' admire what I might call 
the ethical standards involved in the system of 
private manufacture, but I do say that in a great 
deal of w’hat has been said about it there are two 
major errors. It is wholly wrong to fasten full respon- 
sibility, or even principal! responsibility, for the 
results of the system of private manufacture on the 
manufacturers themselves. It seems to me unjust, 
it seems to me wrong and it seems to me fallacious. 
The system is created and maintained by govern- 
ments, and for the most part by democratic govern- 
ments, and I have argued in my Chapter III, to 
which I wdll not further refer, that in a great number 
of ways which I there detail, governments have 
actively supported the system of private manufac- 
ture, and have encouraged private manufacture in 
all the w'ays in which it is possible for governments 
to do so. Therefore I say it is unfair and unjust to 
the individuals concerned, and what is much more 
important from my point of view, it distorts and 
obscures the truth, distorts and obscures what is 
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important in this matter, to attempt to fasten more 
responsibility upon the private manufacturers than 
they ougiht to bear. They work a system for which, 
under democratic systems of government, we are aW 
responsible. 

Furthermore, however much we may object to pri- 
vate manufacture, there is not very much to choose, 
in my present view, from the ethical point of 
view, between the morality of private manufacture 
and the morality of much of the rest of the prepara- 
tion for war. If one contemplates, for example, 
espionage, or even the actual training of men to use 
such instruments as tanks, poison gas and aerial 
bombs against other men, or against men, women 
and children, one is forced to the conclusion that war 
is amoral, that the preparation for war is amoral, 
and that therefore there is no reason to think that 
the case against private manufacture is stronger 
than the rest of the case against war and the pre- 
paration for war from the moral point of view. 

In the second place, my view on the poflitical 
aspects of the matter has changed a great deal. 1 
have come to think the political importance of private 
manufacture far greater than I used. I still would 
not say that private manufacture is the only cause, 
as some people .say, or even the principal cause of 
war, but I am nearer to the view of Admiral Lord 
Wester Wemyss than I used to be. I do think that 
the system of private manufacture is, in his phrase, 
among “ the principal authors ” of war. I do think 
that it is a factor of first-rate importance in the 
process by which wars are caused, and I would call 
again to the memory of the Commission the verdict of 
Lord Grey which I quote in paragraph 11 of my State- 
ment, that it was the armament competition, above 
all other causes, which brought about war in 1914; 
and I recall the judgment of Admiral Lord Wester 
Wemyss that the system of private manufacture 
played a great part in stimulating that armament 
competition. I venture to quote again his lan- 
guage, because it is, as I think, very important. 
This is what he says. It is on the second page of 
my Statement : 

“ Apart from the moral objections to the present 
system, which makes vxirfare a direct occasion of 
private gain, the system is attended by the inevit- 
able consequence ” — 
and I note the word “ inevitable ” — 

“ that the multiplication of armaments is stimu- 
lated artificially. Every firm engaged in the pro- 
duction of armaments and munitions of amy kind 
naturally wants the largest possible output. Not 
only therefore has it a direct interest in the in- 
flation of the Navy and Army Estimates and in 
war scares, but it is equally to its interest to push 
its foreign business. For the more armaments are 
increased abroad, the more they must be increased 
at home ” — 

and he goes on to si>eak of the 

“ interrelation between foreign and home trade in 
armaments as one of the most subtle and dangerous 
features of the present system of private pro- 
duction.” 

I venture also to recall to the Commission the fact 
that Admiral Lord Wester Wemyss had evidently 
followed this matter very closely for a long time; it 
was not a casual view he happened to form in 1918, 
because his biographer, who was his wife and who 
therefore would know what he had been thinking 
day by day throughout the years that preceded the 
War, describes in the biography how, in his view, 
this “ subterranean conspiracy,” as he called it, 
actually worked ; and here are her words : 

“ For years before its outbreak he had watched 
the baleful activities of the armament trusts; the 
manner in which they had, heavily subsidising the 
Press, influenced public opinion in every country, 
stirring up strife and creating an atmosphere of 
hostility, ill-will and suspicion between nations.” 


It was for that reason that he thought that the 
armament firms were the principal authors of the 
last war, and Admiral Lord Wester Wemyss is a 
witness of no ordinary kind, because when he wrote 
this paper which I have quoted, for the considera- 
tion of the Admiralty and the Government of the 
day, he was the First Sea Lord, which means that 
he held the highest and most eminent post in all the 
armed services of the Crown, and he held it during 
the last and decisive year of tlie War ; that is to 
say that there has never perhaps been, in the history 
of this country, and of our Empire, an officer who 
held greater responsibility than Lord Wester Wemyss 
held at the time 'when he wrote this paper. Not 
only so, but there were very few people who had 
greater opportunities than he had for knowing the 
facts from inside. It is quite evident that his 
judgment is based upon, one might almost say, a 
life-long consideration of this matter, and that it 
was the result of a passionate conviction which he 
had formed. 

It is in fact confirmed by other judgments of other 
people, and as I understand history, the passage 
of time and our greater knowledge has only con- 
firmed the view, not only that the armament com- 
petition, as Lord Grey said, was a vital factor in 
bringing about war, but that the armament interests 
were a tremendously important factor in stimulating 
that armament competition. To take one concrete 
illustration, as I understand the passage of time and 
the greater knowledge we have to-day, it seems to 
me that the Mulliner episode, if I may quote one 
instance, had a far greater political importance than 
it appeared to have even at the time. 

For all those reasons, which I am afraid I have 
elaborated at rather great length, I feel that the 
political importance of private manufacture is far 
greater than I originally thought it, and that the 
political reasons for removing the armament vested 
interests are far more urgent. 

On the technical aspect, my view of the problem 
has also changed. I used to think, as I said, that 
the difficulties of abolishing private manufacture and 
of establishing government monopoly were very for- 
midable, that probably the existing system did in- 
volve some differential military advantages to the 
country which had a strong armament industry, and 
that therefore, whatever moral or political reasons 
one might urge, there might be military reasons 
which it was very difficult to set aside, at least so 
long as we lived in conditions of what I venture to 
call in my Statement “ international anarchy ”. I 
no longer believe that. On the contrary, I have 
come to believe that the technical difficulties are 
probably less than in any other large-scale operation 
which the State would be likely to carry out, that the 
practical advantages of the present system arc far 
less than they appear to be, and indeed that on 
grounds of practical advantage, the merely 
technical considerations of military advantage and 
nothing else, the balance would probably tip over 
in favour of the system of abolishing private manu- 
facture even in the conditions of international 
anarchy in which to a certain extent we still live 
to-day. 

In my Statement I have devoted by far the greater 
amount of time and space to these technical and 
practical considerations, and if there is anything 
of value in my statement to the Commission, I think 
it probably lies in my analysis of the arguments 
which are in current use on this aspect of the 
matter. I have started, for this purpose, from 
the proposition that the evils of the system of private 
manufacture are admitted, and that under the terms 
of reference of the Commission, what His Majesty’s 
Government desire is to have advice as to how these 
admitted evils can best be dealt with, and in par- 
ticular whether there should he abolition of private 
manufacture or a system of more or less elaborate 
control. I support my adoption of that starting-point 
by quoting a speech made by Mr. Baldwin in Glasgow 
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on November 24th last year, in which he said that 
he believed that the only method of dealing with 
“ these undoubted malpractices, of which they had 
allegations and in some cases proofs, lay in control, 
and that control could be exercised.” In other 
words, Mr. Baldwin admits that malpractices exist 
and have been proved. 

Nevertheless, I thought it desirable, and perhaps 
in accordance with the wishes of the Commission, 
that I should offer from my personal experience some 
evidence with regard to what I believe to be the 
evil effects of the present system, to show why I 
have come to adopt Admiral Lord Wester Wemyss’ 
view more fully than I used to; and I have ex- 
plained in my Chapter II how I think it works, why 
I think the armament interest does create a power- 
ful force in public life which, by its very nature, 
and without, necessarily, corruption on anybody’s 
part, works, and must work, in favour of increased 
armaments, and by the very character of its 
connection with government departments must 
exercise a steady pressure in favour of an increase 
of armaments, whether there is iiolitical justification 
for such an increase or not. I have tried to state 
that as succinctly as I could in a paragraph in 
Chapter II of my Statement — 

“ The investment of large .rums of private capital 
in armament production creates a permanent and 
powerful vested interest, the participants in which 
all depend for their prosperity on the policy which 
Governments pwrsme in respect of armaments. By 
the nature of the case, the controlling representa- 
tives of this vested interest wield great firiancial 
power, are brought by the necessities of their 
business into close contact with Governments De- 
partments, and generally possess or are able to 
establish close political connections. This vested 
interest constitutes a powerful force which inevit- 
ably favours the increase of armaments and opposes 
those policies which tend to diminish armaments 
and reduce the ri.sk of soar. It exercises this in- 
fluence in all important cosintsies in a more or less 
open and in a more or less effective scay. Its 
methods differ according to the political habits and 
practice of different counMes. But whatever its 
methods, the effect is the .same: the steady pressure 
of an elaboratelsj organised and financialhj posocrful 
vested interest against policies which make for 
peace and in favour of the increase of armaments, 
whether there is political justification for ssich in- 
crease or not.” 

Now, I have argued that it is not so much a 
matter of a variety of minor evils, corruiption of 
government officials or the making of international 
rings or the selling to potential enemies or any such 
thing. That is not the major significance of private 
manufacture. It is rather that it creates a steady 
and permanent political influence of major im- 
portance in the public life of many nations and in 
the international politics of the world. 

In my Statement I have cited two practical illus- 
trations of what I mean. Tlie first is from my own 
experience with Mr. Henderson at the Disarmament 
Conference in 1932-33. Now, anybody who was 
present in the early stages of that Conference and 
who was able to keep touch, as I was from my posi- 
tion, with what was really happening in the different 
Delegations which took part in the Conference, is 
well aware that at the beginning there was a very 
strong feeling that there must be a result, that a 
disarmament treaty must be made. I will not say 
that the views were very ambitious; they were not 
thinking of very drastic disarmament; but there 
was a conviction and a determination that there must 
not be a failure, that a treaty of some kind must be 
made. The idea of separating or dissolving the Con- 
ference without a treaty was definitely ruled out, 
for the reason, if you like, that there was no govern- 
ment there that was ready to take the responsibility 
of going back to its people and saying that it was 
responsible for the failure. Now, from the first day 


onwards, the Press of various continental countries 
whose adhesion to a disarmament treaty was abso- 
lutely vital to success, set itself to undermine this 
resolution of the Conference to get a result. There 
was, from the first day, a continual campaign of 
defeatism, of misrepresentation, of suppression of 
the truth and of suggestion of what was false, and 
I noted particularly that papers which were known 
to be under the influence of armament firms, or 
owned by armament firms or by those who were 
interested in armament firms, were the leaders of 
that campaign. I noticed that it was by no means 
confined to those papers, that other papers, the policy 
of whose parties 'was normally in favour of peace and 
disarmament, were often guilty of gross misrepre- 
sentation. I noticed that if things were going well 
in the Conference, the attack was always particularly 
severe, fit was not my own personal observation 
only; a great many people have talked about it, and 
some responsible people have described it in public 
utterances. 

1 will cite one public utterance, because I happen 
to know both the men concerned, and I know them 
to be of the highest possible integrity and inter- 
national standing. The extract which I am going to 
quote is from a speech by Senator Bolin, of Belgium, 
whose standing in Belgium, and indeed in Europe, 
will be well-known to the Commission. It was a 
speech on the subject of private manufacture in 
general and the relation of private manufacture to 
disarmament. It was delivered in the early months 
of the Disarmament Conference in 1932, at a time 
when the disarmament question was greatly com- 
plicated by the issue of the Japanese aggression in 
Manchuria, and M. Bolin was discussing the action 
of the Press of a great many countries in favour of 
Japan, and in particular in Prance, which had 
always been for the policy of collective security, but 
yet, when a practical case of upholding collective 
security arose in the Manchurian affair, failed to 
uphold the Covenant, and where the Press, which 
had always spoken most strongly for League security, 
came out, paradoxically, very strongly in favour of 
Japan, it being known that at that time the 
.Japanese Government had placed very heavy orders 
for arms and munitions of war with the French 
armament firms. 

Now, this is what M. Bolin said. I will read it in 
French, with the permission of the Commission : 

Et ces jours-ci, n’avons-nous pas vu, a propms des 
incidents sino-japonais, la grande presse de la 
plu-part des pasjs deformer de la fa(on la plus 
evidente les evenements qui se passaient Id-bas, 
oublicr de la fagon la phrs criante les garanties que 
leur pi'opre pays pourrait demander un jour a la 
Societe des Nations, et precher cyniquement la 
violation du Pacte? Et comme je m’en itonnais, 
■un Franpais bien informe de ce qui se passe dans la 
presse de sons pays et qui occupe v/ne position 
officielle dans un grand organisms international 
■in’a dit, en levant les bras avec decouragement : 
“ Que voulez-vous? Ils sont toils payesl ” 

1 know the French official in question ; I know his 
integrity and his knowledge of the Press of his own 
country and indeed of other countries, and I regard 
that as a very serious piece of evidence that in fact 
money was used by vested interests to secure the 
misrepresentation of what was taking place in the 
Disarmament Conference. 

Now that was supported by further experience of 
my own in the lobbies of the Conference. When 
things were going well, not only were Press attacks 
made and not only did they become keener as things 
went better, but also rumours used to spread like 
magic through the lobbies of the Conference that the 
Conference was about to break up, that such and such 
Great Power delegations had come to an agreement 
that there must be an adjournment for an indefinite 
period of time. Now those rumours did not happen 
once or twice, but on dozens of occasions, always in 
a new form, usually connected in a very ingenious 
manner to something which was true, so as to give 
them an air of verisimilitude. They were very 
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persistent; they were very demoralising; they had 
every air of being organised, to anyone .who followed 
the matter rather closely, as I did. They always 
came from nowhere; I could never trace the original 
source. They were always untrue, and I say that 
with a knowledge of the facts; and I came to the 
conclusion that there was no doubt whatever that 
they were in fact the work of paid agents, like Mr. 
Shearer. But, of course, in view of Mr. Shearer’s 
subsequent experience after he left Geneva in 1927, 
his condemnation by President Hoover and his 
experiences in court, these agents did not follow his 
example of making their activities publicly known; 
they acted with the utmost discretion and covered 
up their tracks. I used to hear, from those who 
thought they knew, talks of a central propaganda 
office organised in another city further up the Lake 
of Geneva, and I was even given the name of the 
man who was head of it. I was never able to trace 
it through, and I do not offer any evidence on that 
point. That does not alter my conviction that Mr. 
Shearer’s spiritual brothers were at work in the 
Conference. 

Now I do not want to dilate too long on this ques- 
tion, but I would like to offer one other piece of 
evidence, and I hold it in my hand. It is a special 
edition of a Parisian journal which is called, as the 
Commission will observe. Nous. It is dated February, 
1933. That was a critical moment in the history of 
the Disarmament Conference, when it came nearest 
to success. It followed the French proposals made by 
M. Paul Boncour for the settlement of the question 
of man-power. It was at the time of M. Pierre 
Cot’s proposals for the total abolition of air forces. 
It came simultaneously with the British Govern- 
ment’s programme of work which followed Mr. 
Baldwin’s great speech in the House of Commons on 
air disarmament, about which I shall say another 
word in a moment. It came at a time when the 
Daladier Government was ruling in France, a govern- 
ment which worked with all its power to secure a 
disarmament treaty, as everyone who was in Geneva 
at that time will agree. A credible witness has 
assured me in writing that 70,000 copies of this paper 
were printed. Certainly I know that it was widely 
distributed on the bookstalls in France. It was issued, 
as I say, in February. It was redistributed in Sep- 
tember, 1933, shortly before the critical meeting at 
which Germany left the Disarmament Conference of 
the League of Nations. At that time I am told by the 
same credible witness that it was sold, and that she 
purchased it on the streets of Paris, in September, 
1933, although at that time, according to her, the 
office of the paper had been shut up and the paper 
was no longer being issued. It was cited, with this 
issue as evidence, in important articles in the British 
Press in March, 1933, and in the September of that 
year. Now when the Commission look at this special 
edition they will see that it is a very elaborate study 
of German re-armament, that it is done by people of 
the highest possible expertise — no journalist could 
have done that; it is impossible — that it was very 
costly, that it is full of tables, photographs, 
diagrams of all kinds ; some of the photographs, 
unless I am mistaken, must even have been faked, 
and that, I think, is a costly process. It was 
obviously the result of many years of work. It goes 
back a long way into the post-war history of 
Germany. It is very highly tendentious. Issued in 
February, 1933, it came out at the moment when 
Hitler came into power— in other words, before the 
German rearmament had begun — at the time when, 
as determined by Marshal Foch and the Allied Com- 
missions in Germany, Germany was really effectively 
disarmed. But no one could read that paper and 
take it at its face value without believing that Ger- 
many was more heavily armed than she had been in 
1914, and perhaps more heavily armed than any other 
power in Europe. 

Now I conclude from this, and I submit to the 
Commission that it is a justified conclusion, that 


that special edition of Nous was undoubtedly paid 
for by vested interests which were hostile to disarma- 
ment, which desired to defeat the work of the 
Daladier Government for securing a disarmament 
treaty in Geneva, and that it was probable that 
large sections of French public opinion, and perhaps 
even beyond France, since it was used by the Press 
in other countries, were influenced in that direction. 

Now I go on. Sir John, to my second illustration; 
and here I want to ask for the indulgence of the 
Commission because I realise that I am doing some- 
thing which may earn me great hostility in certain 
quarters, and which may seem unjustified to some 
honest people. I do it because I have a very 
deep conviction that what I say is the essen- 
tial truth of the matter. This illustration is 
drawn from the history of the debates on air 
disarmament in the last few years and the xiart 
which has been played by our country. The 
main propositions 1 have put forward in my State- 
ment are as follows — that the Disarmament Con- 
ference very nearly came to an agreement on drastic 
measures of air disarmament combined with the 
internationalisation of civil aviation ; that that, if 
it had been carried through, would have been of 
supreme strategic advantage to our country, because 
it would have made it once more an island and 
would have secured our overseas supplies, on which 
we depend for our lives and for our industry, from 
the terrible menace of air attack; thirdly, that 
drastic air disarmament and the internationalisation 
of civil aviation was vastly to the real long-,period 
interest of this country and of the air manufacturers, 
the air industry, the air interests themselves. 

On those propositions I will not say very much. 
I was at the Disarmament Conference, I heard all 
the debates, and I am perfectly certain myself that 
it is true to say that it very nearly succeeded, that 
if our technical delegates in the Air Committees 
had thrown their whole heart into supporting Mr. 
Baldwin’s appeal for total air disarmament instead 
of obstructing what was done to achieve that end, 
then total air disarmament would have been 
achieved; that the forces in favour of it were so 
strong, that so many Great Powers had agreed in 
principle — even Germany withdrew her opposition — 
that if we had come in on the right side and had 
fought for it, I believe it would have been 
irresistible in the Conference. 

I will say no more on the strategic advantage to 
this country. It seems to me that we have only to 
think about it for one moment to see that it is 
true that if we could get rid of air warfare and 
the danger of air warfare altogether, nothing could 
do so much to give us real national security both 
for ourselves and for the British Empire as a whole. 

I will not say very much about the interests of the 
air manufacturers and the air industry. I do not 
think they very often reflect on the fact that if 
another war does begin their factories will be the 
first target, that by their character their factories 
cannot be protected — they cannot be put under- 
ground; they are much too big — they will be a very 
vulnerable target indeed. And I am perfectly certain 
that the air manufacturers — I say this having read 
a great deal of their writings and speeches — do not 
give anything like sufficient importance to the 
immense expansion of civil aviation which the world 
now requires, and which the internationalisation, as 
it is called very loosely, an international regime for 
the control, of civil aviation, would iDermit. 

I will give an illustration. I have said in my 
Statement that I think that air lines could perform 
for the world at large the same kind of service that 
railways now iierform for national states. The total 
capital of all the commercial air companies in the 
world at the present time is about £16,000,000. The 
capital of the Great Western Railway alone is some- 
thing like £300,000,000. If we could get real inter- 
nationalisation of civil aviation, the use of which is 
now required for mail purposes, for passenger pur- 
poses, and even for freight purposes throughout the 


MINUTES OF EVIDENCE 


233 


30 October, 1935.] Mr. P. J. Noel Bakeb, M.A. [Continued. 


world, we should in due course have an expansion of 
that order. I would make a comparison with the 
ship-builders of the pre-war era who, if you judge 
by their annual reports to their shareholders, re- 
joiced a good deal in the prosperity which came to 
them from the naval competition between this 
country and Germany. They used to say at that 
time that one-fifth of the whole industry of ship- 
building in this country was employed in naval work. 
It is quite true ; but that competition, as Lord G’rey 
says, was the decisive factor in bringing the War. 
The War has brought a great wave of economic 
nationalism to the world, and as a result over four- 
fifths of their industry has languished ever since. 
In other words, the real long period interests of 
ship-building were very seriously compromised by 
that naval competition before the War, and I 
venture to think that the real interests of the air 
industry in this country will be compromised by this 
air competition into which we are going to-day. 

I turn to my contention that the air interests 
of this country were educated to think that inter- 
national co-operation, the League of Nations, peace 
and disarmament were all nonsense, and that it was 
becaiise they were so educated that the British agents 
in Geneva were able to take an obstructive attitude 
against Mr. Baldwin’s policy, instead of giving it 
whole-hearted supijort. If the air interests had even 
been divided, if there had been an important sectior 
of leading air experts in this country who were 
actively fighting for disarmament, for international 
solutions of the air problem, I am personally con- 
vinced that the thing would have been irresistible 
here and, therefore, in Geneva. W’hen I say that 
the air interests were educated to think that dis- 
armament and the League of Nations were nonsense, 
as I do in my Statement, I have cited two principal 
agencies, namely, the periodical journals which are 
devoted to aviation, and the Patriotic Societies whicli 
are princijjally interested in aviation. Now it may 
seem that those agencies are not sufficient to educate 
the air interests in any particular direction; but 
I would remind the Commission that air-minded 
people are a very special class, that aviation is a 
tremendously absorbing profession. As one who has 
never learnt to fly — and I bitterly regret it — I 
find it extraordinarily absorbing and fascinating 
myself, and I am perfectly certain that anyone who 
can fly must become so wrapped up in it that other 
interests seem entirely secondary to them, and that 
therefore the influence of specialised journals and 
specialised societies must be very great irpon their 
minds. Therefore I think it follows that if all the 
periodical journals and all the organisations con- 
cerned with aviation were taking a strong line 
against disarmament and against international solu- 
tions, it is very likely that the air interests would 
be strongly affected by that fact. 

Now I want to say a little about these two main 
educative forces. I start with the periodical journals. 
It is broadly true that almost all these periodical 
journals have taken a strong line against disarma- 
ment. Not all of them; some of them are almost 
entirely technical and hardly ever mention ijolitical 
subjects at all. Others mention them a good deal. 

I cite in the first place a publication known as the 
Air Annual of the British Empire, and from the 
preface to the issue for 1933-34 — that is to say, the 
year when air disarmament was so much under dis- 
cussion — I will quote one passage : 

“ Let us then seek refuge in a strong air force 
ai^ not gamble with sentiment. The progress of 
civilisation is more likely to be hastened and the 
risk of war actually made less by allowing aviation 
to develop and to take its rightful position among 
the defence forces of the country. The alternatives 
are to retard human progress and to revert to 
wars of attrition in which the loss of life and 
human suffering even among the civilian popula- 
tion will be far more intense, not only during the 
war itself but in the succeeding years of peace ”. 


Then there is a great deal more about the futility 
of trying to impose restrictions on weapons. 

Now that is, perhaps, only a slight indication. It 
does, however, represent a very definite point of 
view, and it is not the point of view which at that 
time was being put forward by Mr. Baldwin, who 
was the Chairman, and who has for very long been 
the Chairman, of the Committee of Imperial Defence; 

There is a little quotation from Aircraft Engineer- 
ing which is almost entirely technical, but which does 
say that to hear aeronautical experts discussing air 
disarmament is a very incongruous picture, and in 
general speaks in a very slighting way of the 
discussions in Geneva. 

There is a paper called Popular Flying which, in 
its issue of December, 1933, says : 

“ For the past few years most people have had 
a difficult time, and some of the firms in aviation 
have not escaped the draught. Better times are 
ahead. Prophecy on any subject is dangerous, and 
with aviation particularly so. Never mind, let us 
take a chance .... In military aviation, 
everything points to real activity in the work- 
shops in the near future. It will begin when the 
Disarmament Conference goes to pieces, as it most 
certainly will. Great Britain, having showed 
willing by leading the way in partial, practical 
disarmament . . . will proceed to arm her- 
self. It is about time. And as things are 
definitely looking up we may look forward to more 
money than usual being allocated to the Air 
Alinistry which, if it is properly handled. Should 
mean a bigger Air Force." 

I quote from a paper called Flight, in its issue 
of the very day on which Mr. Baldwin made his 
speech in the House of Commons in favour of total 
air disarmament. Flight says : 

“ Where we join issue with the unspecified 
Ministers ” — they turned out to be Mr. Baldwin — • 
“ mentioned above is in our absolute disbelief that 
bombing aircraft will ever disappear from war. 

. . . Let us suppose, however, that the in- 

fatuates have their own way at Geneva and for- 
bid the possession of all bomber aircraft, or of 
aircraft above some fixed size. What would be 
the result? No single nation would believe that 
the rule would be kept for one moment in war, 
and therefore everyone would have to prepare to 
evade the prohibition as best he eould.” 

It went on to say that inspection was fantastic and 
so on, and lastly, that air transport would suffer — 
a very strange conclusion. 

I quote again from Flight. Speaking of Lord 
Londonderry’s sp)eech in Geneva, in which he said 
that abolition could only be carried through if it 
was made absolutely certain that the abuse of civil 
aviation was quite impossible — and they argued that 
of course such a condition could never be fulfilled 
from the nature of the case — they say : 

“ we believe that Lord Londonderry’s 

reduction of the problem (of internationalisation) 
to commonsense elements has rung the knell of 
these well-meant but fatuous suggestions for dis- 
banding air forces.” 

Again they say a month later : 

“ In fact it seems to us that Lord Londonderry 
has said most politely to the Committee ‘ Do the 
impossible, and then we will disband our Boyal 
Air Force 

Finally, Flight cites with great approval the fact 
that the Federation of British Industries had ad- 
dressed a letter to the Prime Minister taking strong 
objection to the idea of internationalising civil 
fiying, stating that such a step would endanger free 
development of Empire routes under British 
auspices — again a very strange conclusion to anybody 
who knew what actually happened in the dis- 
cussions about civil aviation. 

I now turn to another paper which I think more 
important than these, and which certainly deserves 
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the attention of the Commission — I mean The 
Aeroplane. Here is a quotation from the issue of 
October 18th, 1933 : 

“ If nothing had been said at Geneva about 
abolishing bombing and prohibiting air attack, 
and all that other nonsense, the ordinary English- 
man would never have awakened to the fact that 
the Air Force teas in danger. But all this talk by 
the pacifists . . . and all the correspondence 

in all the newspapers of the world about the 
iniquity of bomhing and the horrors of gas attacks 
and all the rest of it, most of which is sheer 
foolishness anyhow, has made the British taxpayer 
think.” 

It will be remembered that it was Mr. Baldwin who 
started the talk. 

The Aeroplane says in the same issue: 

“ . . . within the next few weeks the Dis- 

armament Conference at Geneva will come to an 
end, and it will almost certainly end without any 
agreement to disarm — which will be the best end 
it could have. Man is by nature a predatory and 
combative animal. Taking aivay his weapons will 
not in the least stop him from fighting.” 

Six months later, in July, 1934, The Aeroplane says : 
“ . . . now that the disarmament talk at 

Geneva is nearly done, there may be some chance 
of building a still bigger framework for our own 
Air Force,”. 
and they go on to say ; 

“ And now that money is easier we can afford to 
re-arm the whole Air Force every four or five 
years.” 

They add : 

“ Moreover, if the Technical Departments be 
properly reorganised rearmament will be much 
cheaper, because cheaper methods of production, 
which, all the same, will leave a fair margin of 
profit to British aircraft constructors, will follow 
in natural sequence.” 

Then in the course of that month, July, Mr. Baldwin 
announced the construction of 41 new squadrons; but 
The Aeroplane was still by no manner of means 
content. It said : 

“ There is no security in such a statement, 
either for the British Empire or for the Boyal 
Air Force or for the British Aircraft Industry — 
on which last the ultimate safety of the Empire 
depends.” 

Now I come to the second question : Why is it 
that these papers take this line? The Aeroplane 
has explained it. It did so in an article written 
by the editor on January 17th, 1934, and he 
answers the question, which he says has been put 
to him by some of his readers — ^V'^hy does he give so 
much space to international politics and all this 
stuff about the League of Nations? — by giving certain 
reasons why it is very important to him to do so. 
He then goes on to say : 

“ Moreover, if you consider the lowest possible 
motives, the influence of mere commerce, the 
greatest amount of trade done by the British 
Aircraft Industry, on which the existence of this 
paper depends, is done either with the Air 
Ministry, in supplying materials for the Boyal 
Air Force, or with the governments of foreign 
nations in war machines.” 

In other words, but for the trade in war machines 
for our own and foreign governments, that paper. 
The Aeroplane, could not live; and I submit that if 
the Commission examine the files of these papers 
which I have cited, they will see that they have such 
a large number of advertisements from aircraft com- 
panies that the editor of The Aeroplane is very cer- 
tainly right in saying that without those advertise- 
ments they would not be able to carry on. 

In that connection I would like to call the atten- 
tion of the Commission to an advertisement which 


appeared in The .Aeroplane on the 18th July, 1934. 
Unfortunately, I could not this morning put my 
hand on the issue and I have not brought it with 
me. but I can easily obtain it and send it if the Com- 
mission desire to see it. It contains an advertise- 
ment which consists principally of a picture of 
an important type of British fighting aeroplane or, 
rather, bomber, I believe it was. It was on the 18th 
July, 1934 — that is to say, while we were still con- 
testing the right of Germany to have an air force, 
nine months before we agreed to the League of 
Nations resolution denouncing Germany for having 
re-armed in violation of her international obliga- 
tions — in July, 1934, a few days before Mr. 
Baldwin announced the creation of the 41 new 
squadrons which were required to meet the German 
air menace. Tliis advertisement, this picture of a 
British military machine, was decorated with a 
swastika. 

Now I would like to urge on the Commission that 
this business of a technical press which depends on 
an industry is an inevitable result of private manu- 
facture, and is very unfortunate. The importance of 
advertisements I will just illustrate again by one 
more quotation from a very recent issue of The 
.Aeroplane, namely, 23rd October, 1935, in which they 
urge that the aircraft industry shall make sure that 
their products are well represented in a special issue 
of The Aeroplane which is to deal with the British 
aircraft industry. They say : 

“ . . . . ive know that the most important 

officials in every firm in the aircraft industry read 
their Aeroplane regularly . . . even those firms 

which cannot deliver orders for foreign countries ” 
— because they are so busy at home — “ will do well 
to make as good a show as they can in our Special 
Issue, because if they cannot sell machines abroad 
this year that is all the greater reason for keeping 
their names ivell in front of foreign governments 
and foreign buyers generally. . . .” 

I submit that the writing of these journals con- 
stitutes a paradox which needs investigation. 

Now, Sir John, I turn to the Patriotic Societies. 
There are a niimber of them, some of them per- 
manent, some of them mostly scientific, some of 
them, so far as I can make out, temporary — I do not 
attach very much importance to them — but none of 
them in favour, so far as I can discover in my in- 
vestigations, of international solutions of this air 
problem which has so greatly exercised our own 
Government and the other great governments of the 
world. They almost all seem to be more or less 
actively and vigorously against disarmament and in- 
ternational co-operation, in matters in the air, which 
is the more remarkable in view of the 
international character of aviation and in view 
of the actual camaraderie of those who fly, to 
whatever nation they may belong. There may be a 
perfectly straightforward explanation of all the facts 
that I lay before the Commission. I make no charges 
of corruption. I am perfectly certain that all the 
individuals concerned are inspired by motives of the 
highest patriotism, and that they sincerely believe 
that they are serving the highest interests of the 
country. If there is a straightforward explanation 
I hope that the Commission will call witnesses and 
have it. 

I start with a statement made by a friend of mine 
who is a pilot, who happened to tell me these ex- 
periences, and from whom, therefore, I requested a 
written statement which I could read to the Commis- 
sion. I am not going to declare the name in iiublic 
here — I will give it to the Chairman if he so desires 
the reason for not giving the name being that my 
friend desires to have a career as a commercial pilot, 
and the Commission will understand that that might 
be compromised if the name were known. Here is 
the statement : 

“ In February, 19.34, I called at the office of the 
.Air League of the British Empire, 19, Berkeley 
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Street, to inquire about the aims and objects of the 
Leaque and its members. In the course of conver- 
sation I said to the man who was interviewing me; 
What about the other Societies, like the Boyal 
.Aeronautical Society; are you in competition with 
each other or do you all work together? He 
answered: Well, as a matter of fact, there used to 
be a good deal of jealousy and rivalry, ‘ but now, 
in face of the common enemy Disarmament, we are 
all as thick as thieves.’ ” 

1364. Chairman : Who is supposed to have said that? 

Mr. Noel Baker : An official dn the oflfice of the 
Air League. I am afraid I do not know the status 
of the official. Perhaps I could find out, but I do 
not actually know. 

I would like to say one word about the pre-war 
organisation which was, I suppose, the original 
parent of the Patriotic Air Societies, the National 
Aerial Defence Association, as it was called. Of 
course, it had not a very long existence, but among 
the members of its executive committee there were 
three people who were connected with armament 
firms, and the chairman was not only chairman of 
the Association hut was also the chairman of an air- 
craft production company. 

I pass on to another organisation of which the 
Commission will prohahUy have heard in one way or 
another, namely, the Hands Off Britain Air Defence 
League, which has an office at St. Stephen’s House, 
Westminster. That appeared — at least it came to 
public knowledge; I follow these matters rather 
closely and I never heard of it before — in the early 
part of 1934, and its principal activity at that time 
was to circulate this pamphlet England Awake ! I 
expect a number of members of the Commission 
received it. It was very widely distributed through- 
out this city and, indeed, throughout the country. 
Knowing something of these things, I doubt whether 
the distribution which it received could have been 
carried out for less than a sum of some hundreds of 
pounds at the least. This rrganisation also held a 
large public meeting in the Kingsway Hall, which 
was addressed b.y a number of imjjortant people. I 
believe Mr. P. .1, Hannon actually took the chair. 
This pamphlet gives in a number of points a very 
vivid description of the terrible perils of England 
from air disarmament. I will not recite them; they 
are the platitudes of pacifist propaganda. They say 
that a bomber can leave the Continent with two 
tons of explosives and drop bombs a thousand miles 
away ; he can leave Berlin — Germany becomes very 
much the enemy — at 4 o’clock and reach London at 
8, and wipe out the heart of the Empire in a few 
moments. It goes on to say that “ our main aircraft 
factories are clustered^ round London ” and so on, 
and it ends with an appeal to “ create a new winged 
army of long-range British bombers to smash the 
foreign hornets in their ne.sts,” and then with a final 
appeal to join the Hands Off Britain Air Defence 
Leagtie. Well, moved by that appeal a friend of 
mine endeavoured to join the Hands Off Britain Air 
Defence League, and wrote to St. Stephen’s House 
and received the following reply, having inquired, 

I should say, what were the terms of membershii) 
and what subscription should be sent: “ I thank you 
for your letter, and I have much pleasure in sending 
you a leaflet in connection icith our campaign. 
Please do not trouble to subscribe anything , but if 
you can get up a meeting locally it will indeed be 
a great help.” Now there may be a perfectly 
innocent explanation of the fact that this organisa- 
tion does not want subscriptions for its propaganda. 
If so, I think it is desirable that the Commission 
should find it out, and of cour.se it would be 
very easily able to secure information, because this 
mtter was signed by another Member of Parliament, 
Commander Locker Lampson. 

I pass on to the Air League of the British Empire. 

I do not want to say anything that is unjust. I 


have a great regard, a personal regard, for a num- 
ber of iieople who have been concerned with the 
Air League of the British Empire, with not only 
whose patriotism but whose personal integrity I am 
fully familiar, and who, as I say, command my 
fullest possible respect; but, as I say, nevertheless, 
that the part played by the Air League in the last 
twelve years has been very unfortunate. I quote 
from a statement of the objects of the Air League, 
contained in their Bulletin of December, 1923. These 
objects include the following ; 

“ The maintenance of a Home Defence Air 
Force equal to any other Air Force within striking 
distance of our country; the maintenance of an 
Air Force capable of obtaining the mastery of the 
air wherever it may be called upon to operate ” 

— a very large order — and thirdly, 

“ the establishment of a thriving aircraft 
industry.” 

Now, from the very early stages the aircraft manu- 
facturers have played an important part in the Air 
League. This was criticised in the House of Com- 
mons, and in reply to that criticism the Secretary 
of the League wrote in April, 1926, as follows : 

“ That the names of well-known men, some of 
whom may be possibly interested directly or in- 
directly in aviation from a manufacturing point 
of view, appears in the list of personnel of the 
League is only natural. It has always been the 
object of the Air League to secure the valuable 
advice of such men, and the League consider 
themselves fortunate. . . .” 

and so on. And, of course, the manufacturers them- 
selves are a little conscious of the difficulty of their 
position. Mr. Fairey, speaking at an Air League 
lunch in 1926, said : “ It follows that when an air- 
craft manufacturer expresses any opinion on the 
subject of aerial defence he lays himself open to 
the charge that the aircraft industry are very inter- 
ested parties.” Nevertheless, Mr. Fairey went on to 
give his views on the subject of disarmament, and 
very strange views the.y were, for he said that, of 
course, “ Disarmament in fact is not negotiated — 
it is dictated by the strongest power. Once we 
have the strongest air force we shall be able to call 
a halt in competition ” — etcetera — a view which was 
hardlj' borne out by the results of the Disarmament 
Conference, where France, the strongest air imwer, 
tried ver.y hard to get air disarmament, and failed 
signally to get it. 

I have said in my Statement that there is evidence 
of a financial connection between the private manu- 
facturers and the Air League. I rely principally 
upon one extract from The Times newsxiaper, which 
1 propose to read. The extract is as follows. It 
is from The Times dated 14th January, 1927 : 

“ The Air League of the British Em.pire has 
received an offer, on behalf of those interested in 
production, of £5,000 a year for two years under 
certain conditions, this sum to be used in organi- 
sation and propaganda. ... The offer was 
originally made to the Chairman of a Committee 
of Inquiry set up last year to consider how best 
to strengthen the activities of the League in 
securing a proper recognition of the value of air 
power within the British Empire, and yesterday 
the Executive Committee of the Air League . . . 
resolved to recommend to the postponed annual 
general meeting that the offer of £5,000 per 
annum for two years, in accordance with the 
undertaking given by Mr. Handley Page in, his 
letter to Lord Burnham of 17th December, 1926 . . . 
be accepted. . . . The Committee of Inquiry . . . 
was set up last July because it was felt that the 
Air League was not making the headway desired 
. . . ” — and so on. “ It was a communication 
from this committee lohich put forward the pro- 
posal outlined above as a result of an offer made by 
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a person acting on behalf of those tvho were to pro- 
vide the £10,000. It is understood that the finan- 
cial offer made through the committee of inquiry 
contained a definite assurance that there would be 
no interference with policy on the part of those 
finding the £10,000, that the League’s policy icould 
be perfectly free and unfettered, and that no inter- 
ference whatever, by the industries concerned, 
would be exercised in any manner." 

I fully recognise that there was a guarantee of no 
interference in policy. At the eame time, there was 
a defini'te offer of a very large sum of money for this 
body with the definite purpose of doing propaganda 
to secure a proper recognition of the value of air 
power, and that offer, as shown by subsequent news- 
paper extracts which are in my possession, was in 
fact accepted. One of those extrac'ts, which pro- 
fesses, as I remember, to correct what is said here, 
says that the offer was £10,000 a year instead of 
£5,000. I do not know which is right ; hut it is 
the principle which matters. 

1355. Mr. Spender: Whom was the offer by? I did 
not quite follow. 

Mr. Noel Baker : It was made on behalf of 
those interested in production of aircraft, and the 
name of Mr. Handley Page is here cited: "in 

accordance with the undertaking given by Mr. 
Handley Page in his letter to Lord Burnham of 
17th December, 1926.” 

I have always thought and believed that it was 
extraordinarily desirable that subscriptions to 
“ Patriotic Societies ” should be made public. Presi- 
dent Hoover, in 1930, in dealing with the American 
Navy League, who had attacked the London Naval 
Treaty, said that Patriotic Societies ought -to he like 
Caesar’s wife, above suspicion; and if all their 
membership and all their subscriptions could he made 
public it would he, as I think, an extraordinarily 
advantageous thing. It would, for example, explain, 
or, rather, prevent the suspicions which come into 
my mind when I read the following in the Annual 
Report of the Air League, 1933-34 — ^remember that 
is the year, again, when air disarmament was almost 
successful. The Report says that the 

“ excess of assets over liabilities of £263 at the 
31sf December, 1932, has increased in the suc- 
ceeding twelve months to an excess of £1,275; 
this is very satisfactory in view of the greatly 
increased activities undertaken by the Air League. 
Subscriptions are approximately the same as in 
1932, but the League has benefited by a number of 
generous donations.” 

Donations for the year ended 31st December, as 
shown in the accounts, totalled £1,561. 

It may verj’ well he that every one of those dona- 
tions was from wholly disinterested people, but 
we ouglit to know it, and I think it also a fact 
worth mentioning that the Secretary-General of the 
Air League, who has been in charge of its affairs 
during the period of the Disarmament Conference, 
came to his office as Secretary-General from the 
post of director in Vickers Aviation, Ltd., and 
from another post as director in a company called 
Supermarine Aviation, Ltd. 

Throughout all this period the Air League has 
been very active in promoting the cause of “ air 
power ”. In 1926, when Sir Samuel Hoare and Lord 
Trenchard, I believe, were in charge of the Air 
Force, there was a special protest against the slow- 
ing down of the programme for the increase of the 
R.A.F. It says, as soon as that was known, “ the 
Fjxecutive Committee took active steps in the matter 
and a Press campaign of protest was organised." 
Xliey arranged a lunch for all the principal journals 
of .the country, and got all the editors or air corre- 
spondents to come, and they urged on them that 
it was frightfully important to keep a large air 
force because the aeroplane industry depended upon 
the military orders. In July of 1926 the Bulletin 
said that the Executive Committee had given a 
great deal of attention to the distribution of 


government orders for aircraft, “ as the existing 
system did not enable the aircraft manufacturers 
to nin their businesses on economical bases. A 
seconifl. committee was appointed to investigate this 
matter and the Executive Committee are glad to 
be able to report that the system of giving orders 
has undergone a change " — in other words, the Air 
^ague intervenes in matters which concern the 
interests of air manufacturers between the Govern- 
ment and the manufacturers, and does so officially, 
through its Executive Committee. 

There are later examples — I am taking so long. 
Sir John, that I pass over those rather more hur- 
riedly than I would otherwise have done — in .which 
I could sho.w that the Air League has taken a very 
deep interest in the general support given to the 
aircraft industry; it expresses anxiety that the 
Government are forcing contractors to take too low 
a price for their products, which is a rather strange 
attitude for an air patriotic society. Of course, 
they justify it by saying (and it may be a justifica- 
tion) that if the industry is to remain strong and 
capable of expansion in time of war, profits must 
be adequate during the fat years to enable it to 
carry on through the lean years. 

The Air League, during the Disarmament Con- 
ference, took a very active part in the formation of 
opinion. It carried on a campaign in favour of air 
bombing at a time when it was proposed by many 
governments — and our own Government gave a very 
considerable measure of support to it within certain 
limits — that air bombing should be abolished. Here 
is a circular of June, 1933, showing a summary of 
newspaper articles and correspondence on the sub- 
ject of air bombing which had appeared in the 
Press. It says that a certain number, a great 
proportion, were written or inspired by the Air 
League, and it ends: “ The movement against air 
bombing and against military and naval aircraft 
shows no sign of slackening." Then, in March, 
1934, rather later, they summarise their campaign. 
They say: ” The Air League was able, through the 
medium of the Press and through lectures, to in- 
form the public on the rights of the case from in- 
timate knowledge, with the result that the great 
majority of the Press of this country admitted that 
this air control ” — that is frontier bombing, of 
course — “ loas both humane and effective " ; and 
they say again, reviewing what they have done by 
courtesy of the daily Press and reviews and so on, 
that more than 120,000 words from the Air League 
have been presented to millions of readers. Then, 
of course, there have been a lot of lectures, and so 
on, and there have been other arguments in favour 
of air warfare, making out that it is not worse 
that other warfare. Indeed, one argument makes 
out that air warfare would not be so bad as the 
street accidents in England in a single year. There 
is approval of a book by Mr. Yeats Brown in 
favour of the institution of war. There are a 
number of articles against international organisa- 
tion. Perhaps I might read one : “ . . . we 

are told, by som.e that to love one’s country is a 
crime from which wars spring, that we must .sacri- 
fice the love of our quiet meadows for some pallid 
dream of a drab regimented international state.’’ 
It is a very strange conception that we .should 
sacrifice our meadows to Geneva. “ There are those 
among us . . . who count as nothing the liberties 
our forbea,rs won; who take no pride in our glories 
and our achievements ; who offer us a cold and in- 
tellectual federation, if their dispassioned reason- 
ings should prove correct." That is an argument 
against international organisation. There are argu- 
ments against the organisation of an international 
air police force and against the internationalisation 
of civil aviation. 

Now, Sir John, I have said that I think it would 
be desirable that membership of these organisations 
should be made public. A friend of mine in fact 
tried 'to find out what was the membership of the 
Air League, and wrote and asked — he happened to 
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be a member — and the reply was that the lists were 
not published because of the nuisance of adver- 
tisers. I do not think that a very good objection, 
and I am a good deal puzzled by a circular which 
was sent round to members of the Air League only 
so recently as the 16th October of this year, signed 
by the Secretary-General: 

“ My attention has been drawn to the fact that 
a circular letter has been sent to Members of the 
Air League, as subscribers to ‘ Air Review,' by a 
firm of London tailors. So far as I know, there 
is only one list of our members outside this office, 
and it is possible that this list may have been 
responsible for the circularisation. If investiga- 
tion proves this to have been the case my Com- 
mittee will take a very serious view of the matter, 
and in these circumstances you will understand my 
reluctance to comment at great length.” 

Now, I belong to a considerable number of asso- 
ciations who publish their lists — the Royal Institute 
of International Affairs, for example. I dare say 
that I receive some advertisements as a result 

1356. Chairman : But why do you want their names 
published — simply because they do not take the 
same view, or what is it? 

Mr. Noel Baker: No, Sir John; I am not 
making myself clear. Because I think that those 
who try to persuade the public opinion of this 
country in favour of armament increases in season 
and out of season, if I may so express it, but 
certainly at all times, ought not to have any con- 
nection with the industry by which those armed 
forces are to be produced; and I think it is desirable 
that the membership of such bodies — that everything 
to do with them — should be fully public and given 
to the world at large, not only their membership 
lists, but their subscription lists and their donation 
lists and all the rest; and I am hoping that this 
Commission will take evidence from these bodies. 
That is really why I have detained you so very 
long on the matter, because it has been known 
before, it has been proved, as I think, that Patriotic 
Societies in other countries have unduly stimulated 
an armament demand with most unfortunate results. 
President Hoover as good as said so in the case 
to which I have referred ; and it has happened in 
other countries as well. 

I have dwelt on it at this immense length because 
I do believe a searching inquiry into these bodies is 
in the interests of all concerned, including them 
themselves. 

1357. Professor Gutteridge : May I intervene for a 
moment? Might I ask Mr. Noel Baker if he would 
define a “ Patriotic Society”? I am not quite clear 
what he means by a Patriotic Society. 

Mr. Noel Baker: Well, it is a very loose 

phrase, but they use it themselves. Perhaps i 
should be more precise — Societies which give siiiecial 
attention to national defence. 

1358. Professor Gutteridge : I do not like your using 
the word “ Patriotic ” in that connotation. One 
might be a patriot without doing anything like that. 

Mr. NiOel Baker : I withdraw it. Of course, 
from my own point of view, 1 do not at all accept 
the use of the phrase ; only it is very common in 
the literature of the organisations I am talking 
about. 

In what I have said on all this. Sir John, I am 
making no personal charges. I believe in the 
integrity and the patriotism of all these individuals. 
Those of them whom I know I greatly respect. It 
is a question of system and of principle, and it is, 
I think, in the public interest and in their interest 
that they should be, as I have said, above suspicion, 
and that everything should be fully published. I 
hope, therefore, that the Commission may be able to 
make an inquiry into this aspect of the matter, 
and I think that that is particularly important at 
the present time, when there is a great armament 
expansion beginning, when contracts worth tens of 
millions, perhaps hundreds of millions over a period 
of time, are going to be given, when some of these 


societies are raising special funds — I think I saw 
something in the Press the other day about a fund 
for one of them of £50,000 — I think it is very 
important that the membership of such societies 
and the sources of their financial support should be 
entirely public. 

I want to pass from that, Mr. Chairman, and to 
summarise what I have said. I believe that these 
forces did play a great part in educating the air 
interests, and particularly the pilots, to believe that 
disarmament and the League of Nations and interna- 
tional solutions of the air problem were all nonsense, 
that thereby they jjlayed a great part in defeating 
Mr. Baldwin’s ajopeal to the young, because Mr. 
Baldwin, in his great speech, said that the matter 
would be decided by the young, and I think he 
obviously meant the young men who were pilots; 
and in so doing they did play a very large part in 
defeating air disarmament, which so nearly suc- 
ceeded at the Disarmament Conference in the middle 
of 1933, with results which no one can foretell. 

Now, Sir, I turn to the technical side of my State- 
ment, by far the longer part, and I do not want to 
say very much about that, although I have made a 
lot of notes ; but the Commission have read my 
Statement, and I do not think it is necessary for me 
to do more than summarise very briefly what I have 
written. 

1 have started by assuming that there are two 
hypotheses on which this matter must be considered 
— that of international anarchy and that of a real 
s 5 'stem of organised international disarmament and 
IJeace — and that perhaps the two different hypotheses 
would justifj’ different recommendations by the Com- 
mission. In any case, I hope the Commission may 
take that point of view into consideration. I have 
gone on to argue that control as ordinarily under- 
stood — that is to say, a system of licensing and 
inspection — does not give adequate means of remov- 
ing the evils which follow from private manufacture. 
How, for example, can the Board of Trade possibly 
tell, when it is giving a licence for a consignment 
of goods abroad, how the order for those goods 
was obtained ? I do not see how control in that 
way is to deal with the matter at issue. I have 
given in the succeeding chaijters. Chapter VII and 
onwards, a long analysis of the alleged advantages 
of the system of private manufacture. For example, 
I begin with competition and I have shown that by 
the nature of private manufacture there is very 
little international competition, because every manu- 
facturing state always buys from its own people, and 
the manufacturing states constitute a very large 
percentage of the total world market; that there 
is very little competition at home, particularly in 
our country, where for the most part the different 
products required by the Services are produced by 
one firm only or by a small number of firms in very 
close relationshiiJ with each other. I have shown 
that in respect of a considerable number of arms 
and different kinds of ammunition there is no com- 
petition, even by national arsenals. I have shown 
that there is, as the Commission is well aware, a 
certain amount of international combination, and I 
have concluded that in fact competition is not an 
important factor in the armament industry, either 
nationally or internationally. 

I have gone on to consider the question of prices, 
and the general burden of armament expenditure ou 
the nation. I have had it said to me in private con- 
versation with a person in a responsible position, 
who certainly believed what he said to me, that if 
private manufacture were abolished, it would add 
£10,000,000 a year to the National Budget. I 
believe that to be quite fantastic. I believe there is 
no justification for it on any ground. I believe the 
arguments used to support it are reallly based on 
illusions. So far as prices are concerned, there is a 
long experience to show that arsenal prices are not 
higher than private firms’ prices, and even tend to 
be lower, and I have cited a memorandum which was 
put in to Senator Nye’s Committee last year 
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showing that in the U.S. Army’s experience their 
government arsenals manufacture at an average level 
of II per cent, less than the private firms. There 
is an important oB'set which 1 can deal with in 
another connection, perhaps, if the Commission 
desires. 

Then I have dealt with the advantages, urged so 
strongly here by Sir Eustace d’Eyncourt, of com- 
petition and the stimuilus of private gain in pro- 
moting invention and improvements in design. Here 
1 have argued that whatever may have been true 
before the War, even if the Government methods 
were, as used to be said, clogging to private indi- 
viduals who wanted to make improvements before the 
War, that is not true now. I have submitted that 
for inventions and improvements in design you need 
four things : you need the man with the idea, the 
inventor, who may be inside or outside the arma- 
ment industry, the worker in the armament industry 
who thinks of some improvement in the thing he is 
working on; you need, secondly, large-scale research; 
you need experiment and test; j^ou need liaison with 
repair work and with actual testing in the field; and 
you need some incentiv’e to make people want to 
make the progress. Now, I believe that under a 
system of government monopoly, the man with the 
idea would go to the government, precisely as he 
goes to the private firm to-day, if he had the idea. 
An inventor is like that ; he wall do so. I have 
argued that research and experiment and testing 
must be better done by government than it can con- 
ceivably be done by any private firm, because the 
government spend such immense sums of money on 
it, something like a million pounds a year at the 
present time. I have argued that so far as liaison 
with repair work and field experience is concerned, 
the government arsenal must again, in the nature of 
things, be in a stronger position than the private 
concern. As regards incentive, I have argued that 
inventors do not alw'ays get the rewards of their 
invention, even under the present system, but never- 
theless the government does now make rewards to 
people for inventions that are brought to it which 
total at least £30,000 a year in a recent year, and 
those rewards could be made more generous if the 
government desired to make greater progress; and 
.secondly, that the real incentive now is not money 
at all : the real incentive is diflterential military 
advantage against the foreigner, that is what Sir 
Eustace d’Byncourt called the Derby race in arma- 
ments in which every nation tries to be ahead. 

Now everybody in our country is imbued wdth that 
incentive at the present time. If you were to put de- 
sign in the hands of government officials only, officials 
of the Services — and it is principally in their hands 
at the present time — you would not have stag- 
nation, you would not have the lapse of 
incentive, because that incentive exists in the 
strongest possible form; and, indeed, to say that 
there wmuld be stagnation, that you would have no 
incentive and that the people would not try to im- 
prove, is to my mind to go very near to insulting 
the honour of officers and servants of the State who 
have very high qualifications and hold very respon- 
.sible positions. 

In connection with that, I want to emphasise 
another point which I have referred to here, namely, 
that in connection with this incentive of getting 
differential military advantage for j'our own country 
out of an invention, the Government is in a far 
better position by the nature of things than a pri- 
vate firm, because if the Government gets something 
really good it wants to keep it to itseilf. but if the 
jirivate manufacturer gets something really good he 
wants to sell it to foreign countries as well as to his 
own, and for all the reasons explained by Admiral 
Lord Wester Wemyss. I take one example. Sir 
Ernie Chatfielld, the First Sea Lord, told us not very 
long ago that sea power was as important to us as 
ever, and that the battleship was the full back of 
the Navy, on whom our safety depended. Battleships 
depend on their armour. Sir Robert Hadfield has 
invented a new shell. It is called the relieved base 


shell, and in an advertisement which appears in 
Brasscy’s Naval Annual — I have it here if the Com- 
mission would care to see it — there is a picture of 
the shell and written across it “ Hadfield’ s latest 
invention — Patented Believed Base — has solved the 
problem of oblique attach on armour at modern battle 
ranges ” ; and Sir Robert Hadfield said at the annual 
meeting of his sHiareholders : “This new Hadfield 

shell undoubtedly represents the most efficient shell 
in the world. . . . This improvement has noio re- 
moved the last outstanding difficulty in the attach of 
armour under modern conditions ”. Now if ever 
there w'as a case in udiich it would have been in the 
interests of the British Government to keep an in- 
vention to itself, there was a case. It could very 
easily have been done, obviously, because it is not 
the kind of thing which would easily get known 
abroad. In fact. Sir Robert Hadfield’s firm, pur- 
suing its perfectly legitimate interests in present 
conditions, patented that shell in eight different 
countries. 

I take one other example — I do not want to dilate 
upon it because Mr. McKinnon Wood said something 
about it — namely, the sale of aircraft to foreign 
countries. Our Government has spent very large 
sums in recent times in promoting research in air- 
craft. The Air Alinistrj' have proclaimed in an 
official memorandum that it is because of that re- 
search and because of the partnership between the 
industry and the private firms that we are capturing 
foreign markets in such a remarkable degree and 
that our machines go abroad. Now I understand 
from a Pre.ss statement a little while ago — it may 
be wrong; I hope it is — that one of our very latest 
single-seater fighters, with a tremendously high por- 
formauce, 231 miles per hour, 20,000 ft. in nine 
minutes — an almost inconceivable performance — the 
“ Gauntlet ”, which was entered in the R.A.P. a 
few months before the Royal Review, has now been 
given to a foreign power under licence to be manu- 
factured there. Now that is the kind of thing which 
constitutes, I think, a very strange paradox which 
requires explanation. Another firm which is supply- 
ing the R.A.E. to-day, I think, with single-seater 
fighters sells them to twenty foreign countries. It 
means that all the result of our invention, the result 
of our expenditure of public money, is at the benefit 
of any potential enemy that we have in the world 
to-day. 

Now I submit that my conclusion in regard to 
design is certainly supported by the McKinnon Wood 
Committee’s Report,* because they urge that de- 
sign should be centralised in Government hands much 
more than it ever has been before. 

I pass on to examine the alleged advantages of 
the export trade, and I show that in fact the export 
trade is much less than is normally believed, a 
smaller proportion of our total output, and that 
the export trade which we should lose if private 
manufacture were abolished would almost certainly 
not be more than about one-ninth of the total pro- 
duction of armaments in this country. I can sub- 
•stantiate those figures, if the Commission desire, 
in detail, and I have argued that the loss of one- 
ninth of production could very easily be made up 
if the Government so desired at a very low cost by 
keeping additional reserve plant in Government 
arsenals standing idle, if you like. It would be a 
little cost, but I think it would be offset by other 
economies ; but whatever loss of total potential re- 
serve capacity there would be could very easily be 
made up with trifling expense. 

Now I will turn, if I may, leaving the question 
of expansion (my Chapter XII) on one side for the 
moment, to some of the difficulties I have dealt with. 
There is first the diffictilty of definition. Everybody 
remembers how it was said at one time that even 
children’s marbles could be used as ammunition, 
and that therefore yox: could not make a sound 
system of abolition, because it would not be known 
what it w as you were going to abolish. In the same 

* Cmd. 229, 1919. 
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way 0116 eoukl reply that it is very easy to define 
ariiianieiits, heoaiise the ariiiameht firms have done 
it themselves ; they have made agreements among 
themselves whereby certain companies are forbidden 
to make armaments except for those with whom 
they are in combination. I do not want to take 
that kind of line. I have argued here that there 
is a lot of confusion of. thought on this subject 
of definition, that for the purposes for ivliich 
most people want the abolition of private manu- 
facture — namely, getting rid of the armament in- 
terest, which exercises an important influence in 
public affairs — you do not need a very elaborate 
definition at all. You merely need a declaration by 
the Government that it is not going to buy certain 
things, finished arms and component parts, if you 
like, which it lays down in a fixed list which it can 
.settle for itself; and that it is not going to allow 
the export of those things. By that simjile process 
you can, in fact, get rid of the vested interest which 
I think is dangerous. 

A great deal of confusion has come into this 
subject, because in Geneva there was a lot of dis- 
cussion of the abolition of private manufacture and 
the control of the private industry of armament 
manufacture as a supplementary guarantee for the 
observance of an international disarmament treaty; 
and people said : “If you are to make that guarantee 
effective you must prevent a disloyal state from 
piling up component parts and from keeping 
specialised armament machinery ”, and so on. Well, 
if you are to do that obviously you must have a 
very careful international definition of component 
parts and of specialised machinery, and you must 
have an inspection to ensure that those regulations 
are observed. Well, I submit in mj' evidence that 
even if you want to do that, even if you do reach 
the happy conclusion of a disarmament treaty and 
you do desire to control manufacture of armaments 
for that purpose, you can quite well do so, because 
the Allied Commissions in Germany after the War 
solved the problem in their definitions and their 
practice, and the guidance of a German law passed 
at their instigation will quite certainly solve the 
difficulties with which yon would be faced. 

In Chapter XIV I come to the difficulties involved 
in foreign trade if private manufacture were 
abolished, the alleged difficulties of the non-pro- 
ducing state, that it would be at the mercy of pro- 
ducing states, and so on, and I have shown that 
that may or may not be a sound objection, but it 
certainly is not one taken by the non-producing 
states themselves. It has been very largely used by 
states which manufacture armaments, but not by 
states which do not manufacture armaments. I 
think the case on that is quite conclusive. I have 
argued that the arguments about neutrality are 
mostly based on the conception that the League of 
Nations Covenant does not exist, and I have cited a 
memorandum issued by the Foreign Office in 1930, 
an official paper laid hefore Parliament, which con- 
cludes that between members of the League there 
can he no neutral rights because there can be no 
neutrals. 

On the argument that inter-governmental trading 
would be open to grave objection, I have argued 
that some of the objections alleged there do already 
in a certain measure happen, but they happen under 
the cloak of the private firms, and that it is far 
easier for them to happen under the cloak of private 
firms than under government manufacture, that in 
fact the dangers envisaged would be much less if 
private manufacture were abolished than they are at 
the present time. 

Lastly, in that chapter I have argued that if . 
private manufacture were abolished throughout the 
world it would not lead, as is often said, to a great 
increase of government arsenals, the multiplication 
of sources of arms supply. . I have argued that 
because, as I have shown, it is extremely difficult 
for non-industrial countries to have armament 
industries, and in fact private manufacturers have 


already made great efforts to start private armament 
industries in practically every country where it can 
be done, and I have suggested that it may even be 
the case — I do not say that it definitely is — that if 
private manufacture were abolished there would be 
less likelihood of the multiplication of new sources of 
supply, because there would be less incentive, owing 
to the absence of the profit motive, to the setting up 
of ne.w factories. Of course, all that turns on the 
vieiv from wdiich I start, that it is not the non- 
producing states who are worried about the abolition 
of private manufacture, that they do not mind, that 
they raise no objection to being dependent upon other 
governments; and so far as one can judge from what 
they have said and from their attitude in their 
discussions of the matter, they are quite ready to 
buy from governments. 

On the nationalisation of the industry I have 
argued, as I said at the beginning, that this is really 
one of the simplest technical problems that a govern- 
ment could have to carry through. Compared with 
the nationalisation of the coal industry it would be 
child’s play, for the reason that the Government 
already possesses national arsenals and factories and 
dockyards where practically all kinds of armaments 
are being made or have been made, and that they 
certainly possess the personnel and equipment to 
make any kind of armament whatever. I have 
argued that this would not) make a great dislocation 
in the industry of the country. If it were 
simultaneous with a disarmament treaty, then there 
would be a big reduction of armaments, and those 
engaged in the private firms would be out of employ- 
ment, but they will be in any case if disarmament 
is carried out. If you assume the same level of 
armaments, I imagine it to be absolutely certain 
that the Government would, or would not, as it found 
advantageous or otherwise, take over the plant, and 
would certainly take over the greater part of those 
they found efficient in the personnel — the managers, 
designers, experts, foremen and skilled workers. 

I have further argued that the fluctuations of 
demand from time to time constitute a great diffi- 
culty for the armament industry. They make it 
vei-y unsatisfactory for private manufacturers to be 
in it. No man in his senses could wmnt to be in an 
industry which had an immense expansion for a few 
years, then the immense over-expansion of a war, and 
then a period of stagnation for 10 or 15 years, as 
has just happened. It is a very unhappy industry 
to be in in many ways. But I have argued that that 
risk of fluctuation is one which ought in the nature 
of things to fall on the government because it results 
from government policy, namely, the scale of arma- 
ments 'which is maintained, and therefore the diffi- 
culties of that ought to fall on the government, 
and that in fact under a system of government 
monopoly the difficulties due to that cause would 
probably be rather less than they are under the 
existing system. 

I have summarised a great deal very briefly. Sir 
John, and I turn back to the question of the 
expansion of armaments. I regard this question of 
expansion as by far the most important argument 
that is used in favour of the retention of the present 
system. It is the argument w'hich makes people say 
that the private firms are vital to our national 
'defence. It is the argument which makes them 
accept all sorts of results which on other grounds they 
object to— the selling of secrets to foreign powers, the 
arming of potential enemies, the paying of higher 
prices, and so on. Those things are accepted because 
they believe that the more firms you have, the more 
centres of production you have, the greater must be 
your power to expand armament production wdien a 
crisis comes. It looks like a perfectly natural and 
self-evident proposition, and it is very persuasive to 
very many people, and I used to accept it almost 
without examination. 

But if one thinks about the matter carefully, one 
is forced to the conclusion that the capacity of 
expansion at a time of crisis depends upon the 
armament plant which the country maintains in time 
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of peace, and that that will depend firstly upon the 
amount of plant used in government production in 
time of peace for current annual needs, and, secondly, 
upon the amount of plant which the government 
chooses to maintain in idleness in time of peace. 
Now the private manufacturers do not maintain 
reserve plant in idleness in time of peace : it is paid 
for by the government. If any of the burden falls 
on them they complain about it. Perhaps occasionally 
some of the burden does fall upon them, but, broadly 
speaking, the government pays for it. Broadly 
speaking, therefore, under a system of government 
monopoly, the plant which exists for annual produc- 
tion and the reserve plant which exists in idleness at 
government expense will be the same, and the real 
question about expansion, therefore, is : Will your 
power of expansion he greater if that plant is in 
private hands or if it is in government hands? And 
that reduces itself, as I have suggested in a certain 
paragraph early in Chapter XII, to three questions : 
Do you think that a national arsenal would he able 
to expand less rapidly than a private firm? Secondly, 
do you think that a government arsenal would he 
less able to instruct the ordinary engineer outside, 
the average general engineering resources of the 
country, than a private firm? Thirdly, would a 
government arsenal or a government department he 
less well able rapidly and efficiently to make new 
factories in time of w-ar than a private firm would be 
able to make them? 

Those are the three questions. Now on all those 
questions, on grounds of theory and on grounds of 
experience, I venture to think that the advantage 
lies with government departments. The figures are 
very unsatisfactory. I do not think anybody could 
get better figures than I have produced in my 
Chapter XII. So far as they go they do show that 
government arsenals expanded at least as quickly as 
private firms in 1914. The Murray Committee of 
1907 thought they were going to, and although, as 
the evidence shows, the Arsenal was not very well 
prepared for expansion, I think in fact the Murray 
Committee’s prediction was borne out, and that they 
did expand at least as rapidly, if not more rapidly, 

than private firms. In the second place 

1369. Chairman: May I interrupt a moment? They 
did not have the same difficulties quite, did they, as 
the private firms? 

Mr. Noel Baker: No; precisely. Sir John; 
and I am coming to that. Perhaps I may deal with 
it now, as you have raised the point. I think the 
firms have been treated very unfairly by a great 
number of their critics. People argue as though the 
private firms had been guilty of the utmost wicked- 
ness and rapacity in 1914. Well, I do not justify 
everything that the private firms did — very far from 
it — but their difficulties were enormous. No one in 
the government had told them what kind of expan- 
sion they were to expect. The Wai- Office had not 
the slightest idea that there was going to he any 
such expansion. How could the private firms have 
had it? They had mostly been working for the Navy. 
The Navy did not have such an expansion, and did 
not require it. In the second place, about their 
prices, certainly the prices, as the History of the 
Ministry of Munitions shows, were fantastic; but 
what were the private firms asked to do? They were 
asked to invest an immense new capital in new fac- 
tories; no one could tell them how long the War was 
going on ; lots of people said it would be over by 
Christmas ; Lord Kitchener said three years. What 
were they to do? They had to guess between the 
two. The private firms could not know how long it 
was going to last, and they knew the Government 
would not give them a single order after it stopped. 
They had to invest their shareholders’ money and 
take a risk of getting it back before the War ended. 
Well, I think in those conditions it is extremely 
unfair, for the most part, to attack the private firms 
in the way they have been attacked, and my case 
against the way things were worked in 1914 is not 
against the private firms; I think many of them did 


admirably from their own point of view, and cer- 
tainly had a most miraculous record for armament 
output before the end of the War. They were 
greatly helped by government control after 1915, it 
is true. But my case is that the system was wrong, 
and, as you say, it was not their fault. Certainly 
it was not. It was because they had been asked, 
under the system, to do things which private firms 
could not possibly do. That is particularly true of 
this second matter w'hich I am now going to deal 
with — the instruction of the ordinary engineering 
firms, the industrial mobilisation, as we now call it, 
of the general engineering resources of the country. 
That is the real reserve of manufacturing power, 
of armament output, as the McKinnon Wood Com- 
mittee said in their Report. That is the real re- 
serve, the vastly important reserve, and therefore 
that is the most important thing. Now in 1914, 
under the terms of the report of the Murray Com- 
mittee, til at task was entrusted to the private firms 
on the Admiralty and War Office lists, and they were 
given great advantages for carrying it out. I have 
a section summarising the way in which this ex- 
periment was tested, the length of time for which it 
was tried after there was the great public outcry 
about the privileges the firms were given, and so 
on; and yet they totally failed. They could not do 
it, firstly, because their method, which was the 
method of sub-conta-acting, completely broke down. 
It broke down for a number of reasons, of which 
one is of great interest, namely, that the profit 
motive was in conflict with the motive of patriotism. 
The worker did not want to go from the firm where 
he was, to an armament firm, to get an ordinary 
wage, when the armament firm was, as he thought, 
going to make an immense profit. The ordinary en- 
gineer did not want to take a suh-contract for a 
private firm which was going to make an immense 
profit on it w'hen he would much rather have done it 
for the government itself. And it is true that the de- 
mand for the change came from the ordinary 
engineers themselves, who revolted against the 
system of restricting the expansion to the private 
firms, and I suggest for the information of the Com- 
mission a very interesting chapter in the biography 
of Mr. Crittall on this subject. 

It was not only sub-contracting that failed. Sub- 
contracting wms the method, and when it had 
failed there was not much hope that the private 
firms could mobilise the engineering industries of 
the country. But in addition to that, the mobilis.a- 
tion of the engineering resources of the country 
involved inherently doing a number of things which 
could only be done by government — mobilising the 
general resources of labour, securing the dilution 
of labour, making a pool of labour, making a pool 
of raw materials, making a pool of our machine 
tools, organising the distribution of the supply of 
machine tools, sub-dividing industrial ijrocesses in 
a very high degree so as to facilitate dilution of 
labour and a greater use of newly-invented machine 
tools, and the co-ordination of supply. In all those 
ways, which were vital to large-scale production, it 
was impossible for private firms to do -what the situa- 
tion demanded; and therefore I say — and I do not 
believe there is any government expert or anyone 
else who will contradict this — that no one would 
dream to-day of leaving industrial mobilisation in 
the hands of private firms, as it was left in 1914. 
Everybody would say: “Of course, we must have 
direct central organisation, as we had after 1915.” 

On the third question, the building of new factories 
which were required because neither existing arsenals 
nor existing private factories could supply the whole 
of the war needs, the success of national factories 
was so clear in its results that I do not say much 
about it — Dr. Addison talked about it at length. 
But I do recite a story of the Norton Metal Com- 
pany from the History of the Ministry of Munitions, 
which I recommend to the attention of the Com- 
mission. 

The broad general conclusion from that is that 
expansion in time of war will be carried out far 
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better if the armament ijlant and the skilled per- 
sonnel are in the hands of and under the control of 
government; that the cadre for securing the instruc- 
tion of ordinary engineering firms will be far 
greater, and the ijreparation for using that cadre 
far better, if it is centralised in government hands; 
and that therefore this argument for exisansion, 
which is the chief argument by which the system 
of private manufacture of armaments has been de- 
fended, falls to the ground. 

As I have submitted, I hoxje not in conflict with 
the views of the Commission, on that point the 
findings of the McKinnon Wood Committee bear out 
my conclusion. Now I ask the Commission to note 
very particularly what I have said. I have not said 
that the McKinnon Wood Committee reported in 
favour of the system of government monopoly and 
against the system of private manufacture. I have 
not said that. They were not asked to report 
upon it and they did not. But I do say that their 
report shows that if you have to choose, as they 
had to choose in 1919 (at least in their view) be- 
tween the maintenance of government arsenals and 
the maintenance of private firms, then it was to the 
interest of the nation to keep the government 
arsenals and let the private firms go. They said 
repeatedly in their report they thought these firms 
would disaxjpear. They reached that conclusion par- 
ticularly for two reasons, if their report is read 
with care, first that for progress in design it is 
essential that it should he centralised in govern- 
ment hands, second they show how it is essential for 
securing quick expansion in time of crisis that it 
should be in the hands of government arsenals. I 
submit, therefore, that authority bears out my con- 
tention that this major argument in favour of the 
present system falls to the ground, and I submit 
that the authority of the McKinnon Wood Com- 
mittee is very high. I understand that Admiral 
Bacon is going to give evidence to-morrow. 1 
should adhere to my view of his report even if 
he were to say that the report was in favour of 
private manufacture. 

1359. Chairman: Well, that is quite candid! 

Mr. Noel Baker : But I think if it is read 
in the light of the circumstances and with great 
care to balance one paragraxjh against another, and 
to see how the purpose emerges from the terms of 
reference onwards, the conclusion is really plain. 

Well, Sir John, that ends what I want to say. 
I only add one final word. The Commission may 
have heard people say that the abolition of private 
manufacture is an immensely difficult thing to-day, 
especially when you ijropose to combine it with an 
elaborate national and international control of the 
trade, and so on. I would reply that it is an illusion 
to think that the “ simpler ” plans are easier to work 
in questions of armament. I have been engaged 
closely in armament discussions ever since 1921, and I 
have come to the very clear conclusion that although 
it sounds like a paradox, the more drastic solution is 
always in reality by far the simpler; that when you 
try to get a compromise or a half-solution which goes 
a little of the way, it does not create confidence and 
therefore in fact it will not work, probably will 
not even be acoexited. It is the drastic solution that 
is likely to be accepted once you make the decision, 
and which will give the results when you have 
got it. 

I would finally say that no one is so well aware 
as I am of the deficiencies of the private student 
for dealing with these complicated technical matters. 
I have tried to suggest lines of thought to the Com- 
mission which I hope they will he able to follow up, 
because I do think it is of extreme imiDortanoe that 
policy ought not to be determined by arguments 
which are insufficiently examined, and which are, in 
fact, fallacious, in a matter which, as Mr. Baldwin 
so often says, may involve the life and death of 
western civilisation. 

1360. Chairman: I would like to begin at the begin- 
ning, if I may — not at the beginning of your State- 
ment, but at the beginning of my train of thought 


and the first question I want to be quite sure about 
is this. You do recognise in this Statement, do you 
not, that there is a legitimate use for armaments? 
For instance, in Chapter V, paragraph 22 you say ; 
“ The purpose of national armaments in the modern 
world, as determined by international treaties, is to 
preserve peace and. to secure the safety of national 
territories from invasion ”. That is a legitimate 
purpose, and for that purpose, of course, it is neces- 
sary that the armaments should be produced somehow 
and somewhere? 

Mr. Noel Baker: Yes. I have never been a 
unilateral disarmer. I think government rests on a 
certain measure of force. 

1361. Chairman: Now, there are three possible sys- 
tems under which the necessary armament may be 
produced. There is the system of production by 
government alone, government monopoly ; there is 
the system of production by government in their 
arsenals and by permitted private manufacturers; 
and there is a third, the system of production hj- 
private manufacture alone. Now, I think we may 
rule out the third altogether, and we therefore have 
to consider the choice between the first and the 
second. Well, now, it is right, is it not, that in 
this Statement of yours you have drawn a distinction 
between production in time of war (and I would add 
great national emergency) and production in time of 
peace? 

Mr. Noel Baker: Yes. 

1362. Chairman : Now, am I right in saying that in 
time of war (and in time of great national emer- 
gency) what you suggest is to be found in three 
passages of your Statement to which I will refer 
you? The first is in paragraph 79, under head (c). 
It begins — and I will read it, if I may, because :i 
think it is important — 

“ It is, on the contrary, assumed that the 
Government would, directly war brake out, carry 
through an itidustriaZ mobilisation of private in- 
dustry, as it did during the last war. In so 
doing, it would no doubt take whatever measures 
might he required: 

(i) To secure effective Government control of 
all armament production. 

(ii) Ta limit the profits made by private manu- 
facturers. 

In other words, there is no suggestion that all 
armament production should be confined to Govern- 
ment Arsenals in time of war; on the contrary, the 
abolition of Private Manufacture in time of peace 
woxdd not affect the fact that the general 
engineering industry of the country would furnish 
the same reserves of non-spe.cialised plant as it 
tvould if the present system continued.” 

Then would you turn, please, to paragraph 113, at 
the end. You say : 

“ I will attempt to answer these questions in 
the light of British experience before and during 
the War. For this purpose I will b(Me the dis- 
cussion on the assumption — on which all my 
evidence is based — that in order to meet the needs 
of the nation in future war it would be necessary 
bath to expand Government arsenals to their 
maximum capacity, and to bring into armament 
pyroduction the whole of private industry that is 
capable of making the necessary adaptations in its 
plant.” 

Now you see there, you confine your recommendation 
to the reserves of non-specialised plant, and that, 
I assume, means that you are assuming that there 
would be a government monopoly under which all 
specialised i>lant would be in the hands of the 
government ; and in the event of war you are 
advocating this method of control which would cover 
the rest of the field ; the government would have the 
specialised plant and the private firms would have 
the non-specialised plant ; and in addition you 
further, in paragraph 193 a, are advocating that the 
necessary preparation should be made beforehand to 
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enabl© that control to be put in active operation as 
quickly and as efficiently as possible. But if you 
suggest or advocate, in the event of war, the adop- 
tion of this system of control to come into immediate 
operation, you would necessarily, would you not, 
advocate the necessary machinery being set up before- 
hand to enable that to be done as efficiently and 
as quickly and as effectively as possible? 

Mr. Noel Baker: Yes. 

1363. Chaiirman: That would mean a census of all 
the non-specialised plant and all the rest of it? 

Mr. Noel Baker: Yes, Sir John. Broadly 
speaking, my point of view is this. I am in favour 
of an international treaty of disarmament if it can 
be obtained. If, under that system of disarmament, 
it was decided to abolish private manufacture and 
to prevent industrial mobilisation and to have an 
international inspection to see that industrial 
mobilisation was not carried out, I would be in 
favour of our country strongly observing that agree- 
ment; and I think, as the I’rench think, that it is 
possible to argue— I do not go so far as the French 
do on that- point— that it might be a serious 
guarantee against the danger of aggression. But 
if, as I am here assuming, we are considering our 
armament policy, as we do to-day, on the hypo- 
thesis of international anarchy, with no disarmament, 
then obviously you must have industrial mobilisation! 
If war occurs you will certainly have it. If you 
are going to have it, prepare it in time of peace. 
I^ believe that the machinery for preparing it in 
time of peace to-day, as Dr. Addison argued, would 
be virtually the system of the Ministry of Munitions 
in the last war, the same kind of organisation, what- 
ever you might call it. I think that that is not 
open to the objection that exists against the system 
of private manufacture, because you are not creating 
a definite vested interest in the increase of arma- 
ments. Therefore I would not for my part care how 
far industrial mobilisation was carried so long as 
we go on in conditions of international anarchy. I 
would like to say perhaps one safeguarding word. 
My own view is that if war broke out, probably the 
right plan would be the conscription of private indus- 
try, not only the control that I have suggested here, 
but definite conscription. However, that is a differ- 
ent point, and it is not really relevant to what I 
say because the main point I wanted to put before 
the Commission was the desirability of not having 
private manufacture in time of peace. 

1364. Chairman: Yes. Now we have got to deal 
with the problem in time of peace. You have dealt 
with what is to happen in the event of w'ar. Now, 
the choice lies between government monopoly, and 
government manufacture in addition to private 
manufacture, or private manufacture in addition to 
government manufacture. Now, I find in para- 
graph 179 of your Statement, under head (c), that 
you say : 

“ The same point may perhaps usefully he restated 
in another way. Wherever it is possible profitably 
to create an armaments industry, the great private 
armament manufacturers of the world have already 
done so. Their task has been, of course, facilitated 
by the Governments of the world, for very many 
Governments accept the doctrine that the posses- 
sion of an armaments industry is an important 
factor in national defence.” 

That means private armament industry, does it not? 
You are referring there to a private armament 
industry ? 

Mr. Noel Baker: No, Sir John, I meant an 
armaments industry, either government or private; 
that a good many governments do accept the view 
that if you can have an industry on your own soil, 
whether government or private, it is desirable to have 
an industry, because by having the output of arms on 
your own soil you make it easier for you to supply 
your troops in time of war. 

136o. Chairman : I read that as your view that 
very many governments accept the doctrines that a 
private armament industry is an advantage. 


Mr. Noel Baker : I am afraid that that was a 
clumsiness of my expression. I meant having the 
production of armaments on their own soil, whether 
in government arsenals or not. If I may add one 
word, I would cite the way in which the Polish 
industry was built up by Schneider, as stated at the 
end of that same paragraph. In fact, I believe it 
to be the case that the Polish Government have 
largely bought Schneider out and have nationalised 
their armaments industry to the extent of 60 or 70 
per cent. I am afraid I have not got exact figures, 
but I think that is substantially right. " 

1366. Chairman: Very well; that clears up my 

difficulty about that. Now to go back to a point 
that you have already referred to, the objections to 
a private armament industry, that is on the first 
page of your Statement, and I think you emphasise 
there that really the argument against the industry 
is not strengthened by referring to these various 
objections individually; but your point is that your 
real objection to the industry is that it is founded 
on private profit? 

Mr. Noel Baker: Yes. 

1367. Chairman: Well, now, I want you to deal 
with what is a difficulty in my mind. Assume that 
private industry is abolished. It follows, does it 
not, that the manufacturers of arms will be the 
various governments ? 

Mr. Noel Baker: Yes. 

1368. Chairman: And I think you express the 
opinion, when you are dealing with the smaller 
states and the non-manufacturing governments, that 
there is no reasonable probability that they will ever 
start manufacturing for themselves? 

Mr. Noel Baker:, Well, I said I think thej’ 
will find it veiy difficult to do so. Most of them who 
can, have done it already. 

1369. Chairman : Well, there is no reasonable prob- 
ability that they will do it? 

Mr. Noel Baker : No, I think probably not. 
13/0. Chairman: Very well; then it follows from 
that, that assuming the abolition of the private 
manufacture, the manufacturers of armaments will 
be the greater nations and the industrial nations? 

Mr. Noel Baker : The industrial nations, yes. 

1371. Chairman: The industrial nations. Now, do 
you eliminate from your consideration the fact that 
when the manufacture of armaments is in the hands 
of those industrial nations, some of them will con- 
sider it advisable to manufacture for a profit? 

Mr. Noel Baker : Well, I think it unlikely that 
they would try to make much profit out of their 
customers. 

1372. Chairman : Yes : but supposing they make any 
profit, are not the objections that you so strongly 
feel against private manufacture equally great 
against the profits made by government manufac- 
ture? What is the difference, except that the people 
who reap the advantage of the profit are a different 
class ? In the one case they are the taxpayer, and 
in the other case they are the private shareholder? 

Mr. Noel Baker: Well, I think the difference 
is fundamental. The private manufacturer of arms 
has no other interest in the matter except to make a 
profit. The government has immense interests in 
armament policy. It has the national security to 
consider, it has the level of taxation to consider. If 
it pushes up armaments abroad, as Lord Wester 
Wemyss argues, armaments at home will rise in 
corresponding scale. If it is actively promoting the 
sale of arms in other countries it always does, it 
must, mean a general rise in the level of armaments. 
That will mean a rise in their armament bill at home, 
and their taxpayers will very soon see that while 
they have been making, say, a £5,000,000 profit— 
and that would be enormous — on their sales abroad, 
they have to face a £25,000,000 rise in their arma- 
ment bill at home. Well, that the public would never 
stand. I submit in my Statement that it would be 
desirable that this country should abolish private 
manufacture unilaterally, acting alone. I cannot 
conceive that we would do it without a national arms 
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board to conduct sales, whether at home or abroad ; 
that that would be conducted, in all its 
procedures, in the fullest possible publicity; 
and that public opinion would never tolerate 
our government trying to increase armament 
sales abroad. Now, if it is not abolished 
alone here, it would be abolished by international 
agreement and as part of a disarmament treaty, for 
quite certainly you will not get it done by inter- 
national agreement without a disarmament treaty. 

In that case there will quite certainly be a system of 
inspection and control of the kind which was proposed 
in Geneva and very elaborately discussed. Under 
that inspection and control, this kind of manoeuvre 
of a government to try to increase its sales would 
certainly come to light absolutely at the beginning. 

1373. Chairman: Yes; but you are assuming inters 
national agreement, are you not? 

Mr. Noel Baker : Well, I do not think it will 
be generally abolished without. That is my point. 
Until you have a disarmament treaty you will not 
get general abolition ; and therefore, if you put as a 
hypothesis general abolition, you are entitled to put 
as a hypothesis international control and inspection 
as well. Therefore I think that objection cannot 
arise, because the publicity will kill it. In other 
words, to summarise, I think the governments have 
an interest not to increase their profits, indeed a 
much more powerful interest to decrease their profits; 
and if they wanted to do it, they would not be 
allowed b.v public opinion in this country to do it if 
they were acting alone, or b.v international agree- 
ment if they were acting in concert with other 
governments. 

1374. Chairman : Later in your Statement you use 
this expression, which appeals to me, that one has, 
in considering which of the two systems is to be 
adopted, to consider the “ balance of advantage.” 

In paragraph 198 you use the expression “the 
balance of advantage,” and that is what one has to 
try and ascertain, is it not — the balance of 
advantage ? 

Mr. Noel Baker: Yes. 

1376. Chairman: Now, in trying to arrive at that 
balance of advantage, there are three main matters 
which a government must take into consideration. 

(.idjourned for a 

1382. Chairman: Will you turn to your Chapter V? 

In paragraph 24 you say : “ But since such agree- 
ments have not yet been made, every Government 
feels itself obliged to apply in armament policy the 
principles of the system •of international anarchy.’’ 
That is the term you apply to the existing state of 
things. That is right, is it not? 

Mr. Noel Baker: The existing state of things 
is a mixture between the League of Nations system 
and international anarchy; because the 57 govern- 
ments, including many of the principal governments 
of the world, have accepted the Covenant and the 
Kellogg Pact, and therefore they are no longer living 
in the condition of international anarchy. They are 
bound by the provisions of those documents. Our own 
Government is never wearv of asserting to the world 
that our policy must be based upon the principles 
of the Covenant and the Kellogg Pact, and I am 
sure they are translating the wishes of the people. 

But on armaments policy there are different con- 
siderations, because the provisions of the Covenant, 
w iich stipulate for the reduction of armaments to 
the lowest level consistent with national safety and 
mternational obligations, have not been fulfilled, 
and therefore so long as they are not fulfilled, and 
here is not that international limitation of arma- 
ments, governnients are in effect in a condition of 
in ei national anarchy so far as armaments are con- 
cerned; so that whereas in matters of declaring war 
or in action restraining war they are certainly bound 
y the provisions of the Covenant and the Kellogg 
he , and therefore not in a condition of interna- 
lona anarchy, with their actual preparations for 


There is first the moral question. That has to be 
taken into account, has it not? 

Mr. Noel Baker : Yes, I think it has. 

1376. Chairman : Then the safety of the nation ? 
Mr. Noel Baker: Yes. 

1377. Chairman: And the pocket of the nation? 

Mr. Noel Baker: Yes. 

1378. Chairman : Those are the three main questions 
to be taken into account, are they not, in arriving 
at the balance of advantage? 

Mr. Noel Baker: Well, there is also the politi- 
cal importance. Sir John, of iirivate manufacture. 
I argued that the political importance is greater 
than the moral importance. If it is true that the 
armaments interest is a factor which does obstruct 
the working of policies of peace, that must he so. 

1379. Chairman: Yes. You have spoken about uni- 
lateral action by this country. Do j'ou think that 
the abolition of private manufacture of armaments 
in this country would have any appreciable effect 
upon the amount of armaments produced in the 
world ? 

Mr. Noel Baker: No, I do not say that. I do 
not think in itself it would. 

1380. Chairman : No ; and therefore it would have 
no direct influence upon the question of peace or 
war, would it? 

Mr. Noel Baker : Well, I think it would have 
had if it had been abolished ten years ago. 

1381. Chairman: Yes; but now? 

Mr. Noel Baker : Yes, even now, because I do 
not think that we have finished with disarmament 
discussions. I feel that it is quite certain that 
whatever government rules in this country, it will 
as Sir Samuel Hoare said in September in 
Geneva, take up the question again and try to get 
results; and therefore, so long as this political 
interest exists, and so long as there is a chance of 
disarmament at all, I think it is essential that we 
should try to get rid of private manufacture; but 
it is precisely for this reason, that we cannot know 
whether we are going to get disarmament or not, 
that I suggested that the Commission might make 
two sets of recommendations, one based on the 
hypothesis of international anarchy and the other 
based on the hypothesis of a system of international 
disarmament. 

short time.) 

war, if it comes, they regard themselves as being in 
this condition. That is what I meant to say. 

1383. Chairman : Then in paragraph 25, you say : 
“ So long as foreign policy is founded upon the 
expectation of war and the pursuit of militai'y 
advantage in war, then the moral aspects of Private 
Manufacture will remain of secondary importance.” 
That is carrying out what you said earlier in this 
Statement about the position until you arrive at the 
stage of international agreement. Is not that so? 

Mr. Noel Baker: Yes. 

1384. Chairman : I wish to read the end of that para- 
graph, because it seems to me to be important : 

“ In other words, the conditions of the two 
rival systems of international anarchy and or- 
ganised collecti/ve peace and disarmament differ 
so fundamentally that it may clearly be piossible 
that measures for dealing with Private Manufac- 
ture which ought to he adopted under the one 
system may he undesirable or impossible under 
the other.” 

When you say it ought to be adopted under the one 
system, you are referring to the system under which 
there has been some form of international agree- 
ment? 

Mr. Noel Baker : Yes. 

1385. Chairman : Then you go on : 

“ In the evidence lohich follows I propose to argue 
that even if His Majesty’s Government are un- 
able in the near future to secure an international 
treaty for the Beduction and Limitation of Arma- 
ments, including a stringent system of supervision 
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and control, it u-ill nevertheless be to the ad- 
vantage of the nation that they should abolish 
Private Manufacture of armaments on British 
territory.” 

When you speak there of advantage to the nation, 
are you referring to the pecuniary advantage -svliolly 
or partly? 

Mr. Noel Baker : I mean advantage of all 
kinds; I mean what you, Sir John, referred to 
earlier, the balance of advantage taking all the 
arguments on both sides. 

1386. Chairman : Very well. Then you go on to 
say lower down : 

“'In other words, I submit that the Co-mmis- 
sion should consider the problem of armament 
manufacture on two hypotheses: 

(a) That of a collective system of the hind 
which His Majesty’s Government is endeavour- 
ing to create, including a Disarmament Treaty, 
full puhlicity for armaments, and international 
supervision and control; and 

(b) -The conditions of international anarchy 
upon which armament policy at the present time 
is in fact determined ; 

and that they shoidd make recommendations for 
action by the Government appropriate to the 
differing conditions which these two hypotheses 
involve.” 

It is conceivable, is it not, that under present con- 
ditions some substantial time may elapse before 
hypothesis (a) becomes a reality? 

BIr. Noel Baker : It certainly is. 

1387. Chairman : That is what I wanted to ask you 
about that. 

BIr. Noel Baker : With great respect, I do 
not think it ought to be abandoned. That is what 
I mean. 

1388. Chairman: No, no. Then will you turn to 
paragraph 32. You refer there, and in other parts 
of your Statement, and insist upon the necessity, 
if there is any international agreement, that it must 
be an agreement controlling not only quantity, but 
quality ? 

BIr. Noel Baker: Yes. 

1389. Chairman: That, of course, increases the 

difficulty of coming to an agreement, does it not? 

BIr. Noel Baker : My judgment on the pro- 
ceedings of the Disarmament Conference was that it 
would have been a good deal easier to come to a 
qualitative agreement than to a quantitative agree- 
ment. • In fact, on a number of types of arma- 
ments a great many governments were agreed on 
abolition of that type — heavy capital ships, tanks, 
and so on — but when it came to numbers, when 
you had to allocate the respective strength of the 
different nations, this terrible question of ratio, 
then you really were face to face with a great 
difficulty. I think it could have been solved. There 
were some very important delegations at Geneva 
which took the view that it was easier, as I thought 
it was, to get agreement on the abolition of certain 
weaijons, kinds of armaments, rather than on actual 
quantity. It was essential to have both, in my 
view, and I think that in the end, if the thing had 
succeeded, tLere would have heen hoth. 

1390. Chairman : Will you now turn to paragraph 

38 : “ Quite apart from the question of interest, 

it is inconceivable that a government should take 
the responsibility of arming an aggressor or in- 
dulging in illicit trade.” Is not that too sanguine 
a view? We are not only speaking of our own Gov- 
ernment there, hut of all the governments. 

BIr. Noel Baker: I quoted a practical example, 
and I should like to say this, although it is a repe- 
tition. The Italian Government is now engaged 
in aggression, and the fact is that the Italian 
Government is not one of those that one would have 
expected to be most scrupulous in this matter. Yet 
in fact the Italian Government was extremely 
anxious to disclaim responsibility for the de.spatch of 


armaments to Hungai’y which was discovered a little 
time ago, and did push off its responsibility on to 
private firms. 

1.391. Chairman: I do not want to refer to any 
government by name; but is it not too sanguine a 
view to assume that everyone is going to behave 
as we should behave? 

BIr. Noel Baker: I think that the responsi- 
bility on a government definitely sending arms to 
an aggressor is one which no civilised government 
would in fact take. I adhere to that view, although 
it sounds very extreme. I speak after consider- 
able experience of publicity on these matters in 
Geneva. I really think that the governments would 
hesitate very seriously before they violated their 
pledges under the Covenant and took responsibility 
for so doing. 

1392. Chairman: In paragraph 44, heading (e), you 
make use of an expression which other witnesses 
have made use of, and which I do not understand. 
Where people speak of “ vertical ” as well as 
“ horizontal” combination. Wliat does that mean? 

BIr. Noel Baker: I think that when firms 
work among themselves they call it horizontal — 
when firms making identical objects (that is to say, 
objects of immediate use; shall we say, machine 
guns or rifles) co-operate in fixing their prices or 
work together in other ways — and they call it vertical 
when firms which manufacture the steel from which 
rifles are made, and firms which make the com- 
ponent parts of rifles from that steel and the manu- 
facturers of the rifles themselves, all join in the com- 
bination, so that it is all one concern from the raw 
material to the finished product. 

1393. Chairman : In paragraph 11 you refer to Mr. 
Mulliner’s diaries as having been published in The 
Times in 1910. Is that the material upon u^hich you 
class him amongst the undesirables? 

BIr. Noel Baker : There is a good deal of other 
material besides that which he supplied himself. There 
has been a good deal of correspondence on the 
matter. There were a great many articles in the 
Press at the time, and it was discussed a great 
deal in works v/ritten subsequently to the War. 

1394. Chairman: Have you a copy of those diaries? 

BIr. Noel Baker: I certainly have got ex- 
tracts from them. A file of The Times would show 
it; I have seen them and I have read them, 

139.5. Professor Gutteridge : The diaries have never 
been published as such, have they? I was under the 
impression that he wrote articles for The Times and 
cited from diaries which he had kept. But I am 
not sure about that. 

BIr. Noel Baker: I think that is right. 

1396. Chairman : Now Chapter XII. When you are 
discussing the private manufacture of arms, the 
question you keep asking is : Will a government 
arsenal or a private factory expand the more quickly? 
But is not the question for consideration really 
this : Will the government arsenal, with the assist- 
ance of private factories, expand more quickly than 
the arsenal by itself? It does not help one to deal 
with an arsenal and a factory when you are con- 
sidering the question as between an arsenal by it- 
self and an arsenal plus factories, does it? 

Mr. Noel Baker: I start from a given 

amount of plant in a government arsenal 
or a private factory, and it follows from 
the premise which I tried to put this morn- 
ing that, given a certain armaments expendi- 
ture by our country, given a certain level of arma- 
ments, the amount of plant engaged in making 
armaments will he approximately the same whether 
it is in a private factory or whether it is in govern- 
ment arsenals, leaving out of account the £4,000,000 
export of which I spoke, which is a very small matter 
— £11,000 a day — in output, and which can easily be 
dealt with by other means. Leaving that out, the 
amount of plant in a government arsenal will be the 
same, and must he the same, if you have the same 
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armaments output, as it is if you have a system of 
private manufacture. Therefore the question you 
have to ask, if you are making comparative ex- 
pansion the subject of your inquiry, is: With that 
given amount of plant, will the expansion be more 
rapid if that plant is in a government factory, or 
will it be more rapid if it is in private hands ? The 
answer to that question, to my mind, does not turn 
on the ground of the comparative efficiency of 
national or of private production in general; it is 
different. In respect of things which are quite 
special to the ai'mament industry and to military 
preparation a national arsenal has advantages for 
quick, rapid, immediate expansion ; and I think 
mj'self it was shown in the War that the national 
arsenals were able to ex,pand more and ask 
their workers to work longer hours and make greater 
sacrifices than the private firms were able to do, 
because there was not any question of private profit; 
it was directly for the benefit of the nation immedi- 
ately, and so on. I think that for those reasons it 
was shown in the early stages of the War — and it 
is only the early stages I am dealing with there, 
the plant in existence w’hen war begins — I think it 
was shown that a given quantity of plant will allow 
bigger expansion in government hands than in 
private hands. The question of the rest of private 
industry, the general engineering resources of the 
country, comes under my sub-paragraph (b) in para- 
graph 113 ; that is : Is a private firm better adapted 
than a government arsenal for carrying through 
what we now call industrial mobilisation? 

1397. Chairman: You are speaking there, of course, 
of plant; but so long as the export of armaments is 
permissible you have to consider not only the plant, 
but the plant as part of the actual working factory, 
as it were — the man-power, and so on? 

Mr. Noel IJaher: I admit that there would be 
a diminution of skilled man-power and expert 
management engaged in making that £4,000,000 
worth, supposing we lose it all. I do not necessarily 
accept the view that the non-producing states w'ould 
not buy from a government arsenal here; I think it 
is very likely they would. Assume, however, that 
we do not want it in any case, that you have that 
loss of £4,000,000, there woidd be a certain diminu- 
tion in the number of skilled workers and skilled 
management engaged in armaments production ; but 
I bdlieve, when you come to the expansion question 
and examine it closely, that that loss would be more 
than offset by the greater efficiency of the govern- 
ment in instructing the non-specialised industries in 
armament manufacture; in other words, that the 
cadre of the government factories would be larger 
owing to the fact of having a government monopoly, 
and that the increase in that cadre of people who 
could carry through the industrial mobilisation would 
moi'6 than offset the loss of the skilled personnel en- 
gaged in making the £4,000,000, the one-ninth, which 
goes for export. 

1398. Chairman: With regard to your reference to 
the McKinnon Wood Report at the end of Chapter 
XII of your Statement, what materials have you 
upon which you founded your view of the McKinnon 
Wood Report ; had you the evidence as well as the 
Report, or only the Report? 

Mr, Noel Baker: I only had those extracts 
from the evidence which have been published by Dr. 
Gilbert Slater in 1922, in a pamphlet called War or 
Peace. I may say that I made great efforts to get 
the evidence because I thought it must have been 
publi,shed, but I have never succeeded, and I under- 
stand now that it has not been published ; but Dr. 
Slater did quote important extracts from it, and it 
i.s from him that I have re-quoted them. I think I 
have indicated that in the footnotes. 

1399. Chairman : You see, in your paragraph 149 you 
draw an inference about what the Committee in- 
tended, aQthough they did not say so in words : “ If 
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they chose to recommend that Woolwich should con- 
tinue, and he given work, they were in reality pro- 
posing that the other sources of production should 
he closed down, unless hy express reservation they 
made it plain that means should he found to keep 
these other sources in existence.” Of course, it is a 
question of inference, but I have read the Report 
and I have read the evidence, such as there is, and 
the inference I have drawn is that they were direct- 
ing their attention mainly to Woolwich, and they 
definitely decided that Woolwich was to go on and 
be increased and improved ; but that the expectation 
at that time was that the amount of armaments 
(using the word generally) to be manufactured would 
be so small in the future that the private firms would 
die of inertia, and that that is aU they were re- 
ferring to. But you do not take that view? 

Mr. Noel Baker: No. 

1400. Chairman: You have not seen the evidence? 

Mr. Noel Baker: No, I have not seen the 
evidence ; I have only seen those extracts ; but I do 
not think I differ substantially from their view. I 
have the Report hei'e in my hand, and it starts with 
the heading wihich I quoted : “ Armament production 
after the TFar; Government Arsenal and Private. 
Factories ”, and when they say as you have just said, 
that there is only a limited demand and it will be a 
very small demand. They go on to say that for that 
small amount it will be necessary to have some source 
of production, and that “ therefore a factory or 
factories either owned hy the Government or private 
trade will he required: for this purpose.” Then 
they say that the arguments in favour of the reten- 
tion of a governnuent arsenal in peace-time are 
overwhelming, and they proceed to cite the 
arguments : 

“ Assuming, therefore, that a Government fac- 
tory is kept in existence, and that the supply of 
armaments is greatly reduced in quantity, it more 
or less follows that the present outlay of the larger 
private firms for armament production will he con- 
siderably reduced, and such manufacture will not 
improbably disappear as a speciality. It is also 
probable that the country will insist on the produc- 
tion of all armaments being confined to Govern- 
ment factories; nor would the disappearance of the 
larger armament firms materially handicap pro- 
duction in the event of a serious war.” 

My submission is this : that, having considered the 
whole case for all the sources of supply which then 
existed — the pre-war government arsenals, the pre- 
war private firms, the new national factories built 
during the War, the firms which grew up during the 
War — this Committee decided in favour of the pre- 
wai- government arsenals, having to make a choice, 
thereby deliberately leaving out private manufac- 
ture; and they did so although one witness who 
came before them — Sir F. R. Bingham, a member of 
the Munitions Council — I cite this in paragraph 
I52.A — had definitely proposed that private firms 
should be kept in existence by means of subsidy; he 
recognised that they could not live on their own 
merits, and he wanted to subsidise them. I think 
it very striking that, whereas the policy of the 
Government when war broke out was that of the 
Murray Committee, namely, to increase orders to 
private firms as much as you could and to cut the 
government arsenals down to the absolute minimum 
— so miich so that an immense reduction was made 
in the years between 1907 and 1914 with regard to 
orders to government arsenals while the ordei-s to 
private firms were enormously increased — after the 
War, in 1918-1919, these men, who had had this im- 
mense experience of armaments production, rejected 
this proposal of subsidies for private firms ; they 
ruled it clean out, although they thought it meant 
the disappearance of the private firms. They did 
not say that private manufacture was wrong, or in- 
efficient, or anything else. I only argue that they 
said it was not important for the expansion of arma- 
ments production at the beginning of a war, 
nor for the purpose of promoting progress in 
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design — the two main arguments which are alleged 
in favour of the present system, and which I under- 
stand have been alleged before this Commission. 
They rejected those arguments and said it was essen- 
tial to keep the government arsenals in existence for 
that purpose ; not only for that purpose, but that 
every effort should be made to give as big 
oixlers as possible to Woolwich for that reason, in- 
cluding all sorts of things which Woolwich had not 
made; for instance, mechanical transport for the 
armed forces; even, I think, marine engines for war- 
ships. So that my submission is that the McKinnon 
Wood Committee, with its immense authority, re- 
jected the argument that private manufacture is 
essential for progi-ess, design and expansion, and 
that it said that the continuance of government 
manufacture was essential. That is all I say; I do 
not go beyond that. 

1401. Chairman: There is only the evidence of 

Major-General the Hon. Sir F. R. Bingham, who 
gave evidence before that Committee, and this occurs 
in the note of his evidence, because the only record 
there is, apparently, of the evidence, is some notes 
which were taken by the secretary in shorthand and 
reproduced. The General, amongst other things, re- 
commended that some of the armament firms should 
be maintained, possibly by means of a subsidy, in a 
state of readiness to produce munitions immediately 
a war was imminent, and that, with the exception 
of one or two, national factories should be closed 
down and left dormant, their machinery being 
stored. That piece of evidence gives rise to this 
statement in the secretary’s record : “ The Com- 

mittee discussed these questions, and the views were 
expressed (a) that the annual estimates for munitions 
after the war woidd be so comparatively infinitesimal 
that the armament firms shoidd not be expected to 
beep going on mumtions worh, and that future Par- 
liaments in all probability would not permit of sub- 
sidies being granted.” It seems to me that the Re- 
port has reproduced, in other words, that opinion 
of the Committee. But there it must rest; you do 
not agree; that is all. 

Mr. Noel Baker: If I may add this. I con- 
tinue, in paragraph 152 a, by saying that if the Com- 
mittee had thought the existence of private firms 
to be important for the expansion of armaments 
production they, would surely have recommended — 
Parliament might have rejected it — a system of sub- 
sidies for private firms. It would have been their 
immediate duty. I cannot conceive that a Com- 
mittee called on to report in the very gravest con- 
ditions at the end of the War would not have made 
such a recommendation. 


1402 Pro/es.sor Gutteridge: May I put a questii 
on this.? I think that one of the reasons why thi 
did not recommend the continuation of the priva 
firms as a source of armaments supply was becau 
they pointed out that there was such a large r 
serve of what they called trained labour in tl 
country, men trained in making munitions, that 
was no longer necessary to have private firms fi 
the purpose of training these men. I think that w 
another point which they stressed.? 

Mr. Noel Baker: Yes. 

UQi Professor Gutteridge: In other words tl 

conditions were rather abnormal just at " th' 
moment. 

Mr. Noel Baker That is quite true; am 
of course, I admit that in that sense that diminishi 
the purport, of their conclusion. 

U04. Profe.ssor Gutteridge: It lessens the cogenc 


Mr. Noel Baker : I would submit this in repli 
The amount of trained labour in times of peace" 
going to depend, like the amount of plant, on arm 
ment production, and that will not differ wheth 
the production is under government monopoly . 
under private firms, except for that amount 
export, the problematical £4,000,000. Otherwise 
does not differ; it is the same; it depends on tl 
armament policy. If you have a disarmamei 
treaty it would be reduced whether you have 
government monopoly or private firms. 


1405. Dame Itachel Growdy : I have several questions 
that I want to ask Mr. Baker, some very minor ones 
on small paragraphs in his Statement, and one or two 
major ones; but before I ask them I would like on 
iiiy own account as a member of the Commission to 
thank Mr. Baker for sharing his knowledge (gained 
from a very wide field and from a vast experience) 
with thig Commission. I think we have all been 
struck, not only with the interest of the document, 
but also with the extraordinary sincerity with which 
Mr. Baker has put forward his arguments and, I 
may say, his convictions as well, even if we do not 
necessarily agree with him all the time. 

In paragraph 8 there is a short sentence which 
saj’s: ” But no evidence is ever offered for the view 
Giat such big firms or combines make less effort to 
increase their armament business than they make to 
increase their other kinds of business.” I imagine 
that Mr. Baker wants to drive in by that sentence 
the point which he made at the very beginning — that 
he has no grouse whatever against the private manu- 
facturers, but merely looks on them as good 
business men who have to push their business, who 
have to advertise adequately and have to create 
markets. That is 3 'our point, is it not? 

Mr. Noel Baker: That is my point. 

1406. Vame Bachel Crowdy ; And I imagine you think 
that if we got government monopoly instead of 
private manufacture one thing which would certainly 
disappear, for diplomatic reasons, would be touting 
for orders. I cannot imagine one government daring 
at a moment of diplomatic crisis to tout in another 
country. I think that is your point there, is it notp 

Mr. Noel Baker : Yes, it is indeed. The pre- 
occupation of every manufacturer is not to have idle 
plant. If he has a large plant standing doing 
nothing, and no workers there, and it is deteriorat- 
ing, it IS intolerable to him, if he is a good business 
man; and if you read the writings and speeches of 
arniament manufacturers, as I do, you see that 
with perfect sincerity they go on harping continually 
on this point, that they cannot have idle plant. On 
the one hand, we say it is essential to government 
policy that we must have idle plant in order that we 
can expand armament production when v ar happens, 
and, on the other hand, these unfortunate manu- 
facturers have the plant on their hands, and, 
although they get subsidies for it or put the cost 
of it on the price that they charge for armaments, 
nevertheless it remains a great distress to them. And 
that IS inherent in the system. If there is idle plant 
it ought to be in the hands of the government. 

1407. Bame Bachel Crowdy: Then in paragraph 10 
you say under (e) : “There is one known example 
of the despatch of a warship, at the request of a 
^•ivate firm, on a special voyage to give a demonstra- 
tion of artillery to the agents of a Government which 
was the potential client of that firm.” That is 
presumably the Turkish case which we have had 
quoted before.? 

Mr. Noel Baker: Yes— the Driggs gun. 

Reihaps I might add that there was a proposal 
through either the Air League or the aircraft nianu- 
tactiirers— I do not remember which— that a British 
aircraft carrier should be sent to South America for 
the same purpose, to advertise British aircraft. It 
was, according to the evidence which I saw on the 
matter, considered for some time, but ultimately 
turned down. 

1408. Bame Bachel Crowdy : Then under (/) in the 
same paragraph you say : “ Biplomatic support is 
given by the Embassies and Legations of virtually 
all arms-producing Powers to the agents of their 
private firms when they an-e seeking orders; on 
occasion this support is extremely active.” Do you 
mean to say that you think the Embassies and Lega- 

lons give greater support to the agents of armament 
•firms than they do to the agents, say, of biscuit 
firms or stocking firms, or whatever it may be? 

Ml. Noel Baker: The answer, frankly, is Yes, 
and for this reason. Some Departments of State, who 
exercise great influence in these matters, believe that 
every additional order for a British armament firm 
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is an additional guarantee to the security of the 
country. They want to expand armaments produc- 
tion to the utmost possible extent, and they regard 
expanded armaments production as greater safety. 
Therefore they do bring greater pressure to bear 
with regard to armaments than they do with regard 
to other things. I could give examples of when that 
happened in very unfortunate circumstances. 

1409. Dome liachcl Crowdy : Could you give any 
examiiles which you are free to give and which 
would be of interest to this Commission? 

Mr. Noel Baker : I recall the fact that the 
Foreign Secretary admitted in the House of 
Commons that support was given ; he said it is never 
given for a firm which is trying to increase orders 
which foreign governments do not want to give, but 
only in oixler that a British firm shall get an order 
if it is going instead to a foreign firm. I think 
that is a 'distinction which in practice is extremely 
difficult to make. That is a matter which requires 
a great deal of investigation before you can accept 
the distinction at its face value. I have actually 
been in a Balkan capital when the firms of two 
countries were competing for an armaments order. 
I have had a close personal friend in one of the Lega- 
tions who told me over a period of weeks about 
the vicissitudes of the contest for a submarine 
order, and he said that one day we were winning 
and another day we were losing, and so on. I could 
give the Cliairman names and references in private, 
it was a very striking experience, and I have heard 
of other people who have had similar experiences. 

Dame Bacliel Crowdy: I think it would be 
very interesting, Mr. Chairman, to have those 
references. 

1410. Professor Gutteridge : Might I ask whether 
one of them was a British Legation? 

Mr. Noel Baker : In fact it was. 

Professor Gutteridge : If that is so, I think 
perhaps we ought to have it; but if it was between 
two foreign Legations I do not think it would 
concern us. 

1411. Dame Bacliel Crowdy: To come now to a 
rather bigger question. I wonder whether you 
could enlarge a little on the relative efficiency as 
you see it of private manufacture and govern- 
ment monopoly, and whether perhaps you could 
enlarge rather more on Chapter VII onwards, which 
you touched on very lightly this morning — the 
question of private manufacture, and the arguments 
which are put forward in favour of private manu- 
facture. But first, could you give us some further 
elucidation on the relative efficiencj^, as you see it, 
of the two systems? 

Mr. Noel Baker : It is a very large question, 
but I agree with Dame Rachel Crowdy in thinking 
it is one of very great importance ; because, of 
course, if it were shown that government arsenals 
were in fact from a technical point of view a great 
deal lees efficient than private firms it would affect 
the argument about prices ; it would affect the 
argument about expansion ; it would affect the 
argument about a number of the so-called concrete 
advantages of the present system. 

I desire to make no hard and fast statement on 
the subject, certainly not on the general efficiency 
of government production as compared with private 
production, but I would offer these observations : 
In the first place, if there was more inefficiency 
in government plant than in private plant we 
should have heard a great deal about it from the 
private firms. There is very little about govern- 
ment plant that is not known to the private firms 
and many other people concerned in armaments 
production ; they know everything, or they know 
a great deal. If there were inefficiency it would 
certainly get out and would be talked about a 
great deal. There are many people who would see 
to that. 


In the second place, as I have observed in my 
Statement; all repair work is sent, as I understand 
it, to government establishments to be done. It 
is well known that in all branches of industrial 
activity it is extraordinarily easy to waste money 
on repair work ; there is nothing which requires 
so high a standard of efficiency as repair work; 
and that is certainly not less true of armaments 
than of other things. Therefore it is an important 
fact that Mr. Amery said in the House of Commons 
in 1923, I think, when he was First Lord of Admiralty, 
that the government send their repair Work to the 
arsenals and dockyards because they do it for 
less money, becau.se they are more efficient, in other 
words. There are a great many other independent 
testimonies that I could cite; I am speaking from 
memory ; there was an article by a man who calls 
himself “ Sentinel ” in Brassey’s Naval Annual. 
He is a man of very high standing and of great 
knowledge ; otherwise he would not be allowed to 
write in Brassey and he would not speak in the way 
he does unless he was a man of very high standing. 
“ Sentinel ” says that our Royal dodkyards are mag- 
nificiently efficient and they have not got their 
equal in the world. In the next place, I would 
submit a little specialised evidence which comes into 
my liead. I happen to have contact with one or 
two firms which made munitions during the War, 
and I had a little correspondence with them on a 
few of the technical points which arose, and I 
remember one letter in which the chairman of a 
company said to me that he had found out a way, 
with the Ministry of Munitions’ advice and assist- 
ance, of making a gun-holt in one-third of the time 
which was taken by the establishment which had 
previously made them — I think it was Vickers or 
Armstrongs; it was one of the two; I am not sure 
which. He said it was not an isolated example; 
he had found that his firm and other private firms, 
too, were more efficient than the armament firms. 

I need not remind the Commission of the minutes 
of the meeting — I cite them here somewhere, and 
they were also cited by Dr. Addison in his evidence. 
I quote this in paragrap'h 58: “... a Committee 
held at the Ministry of Munitions on 24th January, 
1916. The members of the Committee were: 

Mr. S. II. Lever, 

Bon. N. Charles Bothschild, 

Mr. John Mann, 

Mr. Frederick Palmer. 

Paragraph 9 of the Minutes reads as follows: 

9. Conclusion re armament firms. — The only con- 
clusion that can be reached at present is that : 

(a) . . . 

(b) . . . 

(o) The organisation and management of their 
ivorks are inferior to those of other shell manu- 
facturers.” 

In 1916 the other shell manufacturers were the 
government arsenals and such few firms as by that 
time had been brought into shell production — they 
were very few by the end of 1915 and the beginning 
of 1916. I am speaking on the spur of the moment, 
but I suggest there may be a reason for it, and 1 
think that ijerhaps the reason is this : that govern- 
ment arsenals are subject to a very stringent control 
by the Departments and by Parliament, and the 
standard of investigation and inspection of expenses, 
efficiency and prices, and that kind of thing, is very 
stringent. Therefore it would not take long for 
inefficiency to be found out and for punishment to 
be meted out. But in private firms, certainly before 
the War, and still more to-day perhaps, since there is 
no competition, broadly speaking, since they are to 
get a certain number of orders, and with these orders 
they earn very high rates of dividend, they let them- 
selves get into bad ways. I remember an incident, 
which I have cited here, which was given by Dr. 
Addison, of a member of the staff of Hadfields who 
complained that the Ministry of Munitions cut down 
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profits, because, lie said, “Before the War we used 
to be allowed lots of contracts which gave us 25 
per cent., which in reality was 33^ per cent., profit.” 
Probably in these conditions they allow their 
business to become rather inefficient. I do not wish 
to say more than this as a general conclusion; I 
certainly have no information which would justify 
me in doing so ; but I am sure there is no proved 
case for thinking that the arsenals are less eSicient 
than the private firms; on the contrary, so far as 
I have been able to assemble it, the evidence is the 
other way. 

1412. Dame liachel Crowdy: That leads me to 

another question. Do you feel, supposing we do not 
have the international agreement that W'e hope 
for, that we could abolish private manufacture in 
England before other countries do, and do you think 
that the abolition of private manufacture by us 
would be a reason for other countries to imitate us? 
I do not mean a reason in theory; I mean something 
in fact. Do you think other countries would follow 
our lead if we abolished private manufacture, and 
if we did it alone? 

Mr. Noel Daher : Yes. I think, as I have said, 
that on the balance of advantage it would benefit 
a nation to do it alone, whether anyone else did it 
or not ; and that in efficiency, in expansion in time of 
war, in progress and design, and in various other 
ways, that we could actually get military advantage. 
But apart from that — and this is to my mind more 
important — we should in our country get rid of what 
I have called the armaments interest from our public 
life. I have tried to show in my remarks this 
morning that the armaments interest, without 
anj^ihing which you could call corruption, may never- 
theless have a disastrous effect on the course of 
public policy, and to get rid of that would, I think, 
be an immense advantage to our own country. 

With regard to your question whether, if we were 
to abolish private manufacture in this country uni- 
laterally, our example would have any effect on 
other countries, I think myself that it might have 
a most important effect in strengthening the hands 
of those people in other countries who want to 
abolish private manufacture; and there are many. 

The Commission may remember that the Daladier 
Government (of which I spoke this morning) made 
proposals in the autumn of 1933 for the support of 
certain parties in the Chamber of the French Parlia- 
ment which contained a promise to abolish private 
manufacture. The other parties in fact refused that 
proposal and the Daladier Government fell from 
power; but if the proposal had been accepted there 
would have been a majority for carrying through 
the abolition of private manufacture in France. I 
believe that if our country did that it would tend 
to make those people who have a majority in the 
French Chamber do the same. I think it would 
immensely strengthen the people in Belgium who 
wa,nt to nationalise their armaments industry. I 
think that, in the way these things work, it would 
in fact make it more probable. It might have no 
direct effect but certainly it would be an important 
factor in mobilising the opinion from which an 
international agreement follows. 

1413. Dame Dachel Crowdy \ It is rather outside the 
question in a way, but, remembering that particular 
time when, according to your statement, the French 
so very nearly pulled off the abolition of private 
manufacture, do you feel that if they had succeeded 
in bringing about the abolition it would have 
encouraged us as well as other countries to do the 
same ? 

Mr, Noel Daher : It would have been a very 
powerful argument for people like me, who try to 
persuade the country that it is a good thing to do. 

1414. Dame liachel Crowdy : The only other thing I 
really wanted to ask you was this : Can you develop 
a httle for me the scheme for international control 
of commercial aviation? It is not really very 


relevant, perhaps, to our inquiry, but you make a 
great deal of it in your Statement, and it is interest- 
ing from the point of view that presumably interna- 
tional control of commercial aviation might develop 
into international control of military aviation in the 
case of crisis. 

J/r. Noel Baker : Yes. 

1415. Dame liachel Crowdy : Supposing such an 

international government control had been in 
existence at the time of Japan’s withdrawal from the 
League of Nations, would she not have withdrawn 
her pilots as she withdrew her nationals from tlie 
International Secretariat? Would not Germany have 
done the same thing and what would have been the 
effect? Will you clear this point up for me? 

Mr. Noel Baker-. You have asked me two very 
big questions, one of which relates to commercial 
and civil aviation and international control. The 
other relates to what is ordinarily spoken of as 
an international police force, which I will develop 
later. 

With regard to commercial aviation, the different 
committees in Geneva during the Disarmament Con- 
ference, and a number of preparatory committees 
before the Conference, met and discussed in great 
detail various plans for international control of civil 
aviation. Some of them went very far ; some of 
them less far ; but all, I think, were founded on the 
basic idea that under existing conditions aviation 
suffers from appalling handicaps, and must so suffer. 
The commodity which aviation has to sell is speed, 
and speed depends upon being able to make long 
journeys without interruption, or with a minimum 
of interruption. The relative speed of aircraft and 
railways over any distance, shall we say, within the 
British Isles is not very much different; you can 
get to Newcastle by train very nearly as quickly as 
you can by aeroplane, because the aerodromes have 
to be a long way outside the cities. The difference 
is not very much ; but the difference over a long 
journey— say from England to Tokio— is immense. 
Scott has flown from here to Australia in less than 
three days, whereas a steamer takes six weeks or 
more. That is a tremendous difference. If you 
could free commercial aviation from the restrictions 
which now hamper it you would be able to have an 
expansion of the inter-continental services which 
would stagger the imagination, and I believe it would 
be practical politics. 

The national restrictions which now exist are best 
illustrated by the experience of a number of British 
companies in trying to arrange routes to other parts 
of the Empire. They have tried to arrange routes, 
for instance, to South Africa. To-day, if you want 
to go to South Africa, you still have to get into an 
aeroplane at Croydon and fly to Paris, and then in 
Paris you get into a sleeping car and go to Brindisi, 
and you lose 36 hours and make a number of changes 
and waste a lot of time ; whereas if you had a 
proper international regime in which the national 
restrictions were done away with you would, of 
course, make the journey right through to South 
Africa without any interruption. 

A scheme was laid before one of these committees, 
and I remember being told by Senator de 
Brouckiere, a very high authority on this matter, 
that in his view, in the way in which they had worked 
it out, the scheme was absolutely watertight for the 
organisation of a new transport service for Europe 
which would collect mails at 7 p.m. in any capital 
m Europe and deliver them in any other capital in 
Europe at 7 a.m. the next morning ; from Helsing- 
fors to Athens, from Moscow to Madrid, and so on. 
But, of course, that actually depended on having a 
completely international organisation, international 
aurways with beacons, international aerodromes and 
stations worked on a co-ordinated system. This was 
a number of years ago, and things have changed. 
Jme extra cost would have been half the transport 
charge of an ordinary foreign letter. The transport 
charge is about Id.; the rest is administrative; so 
that it would have been an addition of about ^d. — 
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from 2id. to 3d. — on your foreign letter. You could 
have had that mail sea-vice for Europe, and it could 
have been done three or four years ago. 

If you translated it into terms of international 
traffic, with stations, ground services, meteorological 
services, and so on, you would have an immense ex- 
pansion; but this internationalisation is usually 
thought of as being a very damaging thing. Our 
present commercial aviation is on a vei-y modest 
scale, and oua- own people are the first to admit it. 
We count our commercial planes iii( tens, the French 
in hundreds, and the Americans almost in thousands. 
Of course, we are very far behind, and we must be 
until what is called internationalisation is carried 
through. 

Perhaps I may say that one of my points, which 
Dame Kachel Ci-owdy raised, about the merging of 
firms into laa-ge combines, is rather illustrated by 
this : that the aircraft manufacturers actually 

persuaded the Federation of British Industries, 
which, of course, is not a combine Taut an associa- 
tion of employers — it persuaded them to make a 
protest against internationalisation because it would 
damage British commercial aviation, when I think 
the slightest examination of the facts would really 
convince anyone of good faith that the thing is com- 
pletely the other way. 

I pass on to the question of an intea-national police 
force. That, of course, was debated in Geneva at 
very great length, and a number of schemes were 
put forward, either for a completely in-ternational 
police force or for a series of national contingents 
trained together. The organisation of an inter- 
national force involves difficult problems, as does the 
organisation of an international civil service. That 
has been solved in the Secretariat of the League of 
Nations, and the French, who au-ged this scheme 
very strongly, used to urge that the problems for the 
most part wei-e identical with the problems of an 
international civil service, and that, since the one 
had been solved, the other could be, too. It was 
said that at a moment of crisis the Germans or the 
Japanese might try to withdraw their contingents; 
but others pointed out that the League could stop 
that; it could keep them in confinement and not 
allow them to go back ; but if it did not, they would 
only be a very small part of the whole. No one 
country could possibly have a contingent which would 
outnumber the rest. My own conclusion from the 
debates I heard thei-e was that the technical 
problems of an international air police force could 
easily be overcome. 

1416. Dame Kachel Crowdy : You do not see any 
danger of international control of aviation pro- 
viding a military weapon for the hands of some 
powerful member of the League — ^I ask this because 
an expert told me the other day that any civil 
plane could be quickly and easily converted -to a 
bombing plane? 

Mr. Noel Baker ; I think that is true. It is 
right to say that Colonel Moore-Brabazon, who I 
think was the first man to fly in this country, takes 
the view that once civil aviation was de-militarised, 
or, as he says, has the mark of Cain taken off 
it, then immediately the divergence between civil 
and military types would become tremendous. 1 
think I am not misrepresenting him in saying that 
in his view the difference would be as great as the 
difference between a merchant-man and a man-of-war 
to-day. He says the divergence .would be very great. 
Apart from that, the argument used seems to me 
to be not a very convincing one, because those planes 
are going to be put under international control ; 
that is to say, under the orders of an international 
board or under a series of national companies oi-- 
ganised on an international basis — -including, of 
course, international inspection and control. 

1417. Dame Kachel Croivdy: Internatioiaal govern- 
ment insipection and control, not international 
busine.ss control? 


Mr. Noel Baker: No; a League of Nations 
control. 

1418. Dame Kachel Crowdy : I see. 

Mr. Noel Baker : And inspection. They might 
be national companies, but there would be effec- 
tive measures taken to see that they were inter- 
nationally controlled. I think myself that the 
further you go in the direction of making it inter- 
national — if you internationalise the panel of pilots 
and internationalise the board which controls them — 
the more likely you are to get national security for 
all concerned, because the less likely you make it 
that any government would be able to seize a 
group of those pilots or machines and use them for 
aggression. 

I would commend to your attention a paper (and, 
as I think, a very valuable paper) written by Air 
Commodore Fellowes, who led the Everest Aircraft 
Expedition, and who has made a special study of 
this matter. He has urged very strongly the inter- 
nationalisation of commercial aviation and has 
actually propounded a plan. I think that carries 
great .weight, because he held a position of high 
responsibility in the Air Ministry in connection with 
civil aviation in timesr gone by. 

1419. Sir Kenneth Lee : Did I understand you to say 
in reply to Dame Rachel Crowdy that you thought 
that if the private manufacture of arms was abol- 
ished there would be no competition for orders 
between governments? 

Mr. Noel Baker : I think it extremely un- 
likely that governments would go touting for orders. 
I, perhaps, ought to repeat an explanation whidh I 
gave this morning : that if we abolished unilaterally 
— and that is what I am hoping will be the main 
recommendation of your Commission — we should then 
have the problem of whether our Government would 
go touting for orders. We certainly should not 
realise this aim unless we had a national armaments 
board to which all commercial inquiries would 
be required to be sent. That would operate in full 
publicity, and I am quite certain our public opinion 
and our Parliament .would prevent touting for 
orders. If it goes beyond that, if there is general 
abolition by international agreement, there will 
certainly also be, in my view, a system of inter- 
national inspection and control of the whole arma- 
ment industry, of all factories where armaments are 
made; because I do not believe for one moment 
that -the one part, the abolition, would be accepted 
without the other, namely, the inspection and control 
of government factories, and international publicity 
for all armament transactions and trade of every 
kind. I think that would exclude touting for orders. 

1420. Sir Kenneth Lee : But surely each government 
would be very anxious -to supply the people whom 
they thought were their friends with the arms which 
they were using themselves, in order to protect their 
friends ? 

Mr. Noel Baker-. I think it very likely that 
their General Staffs would urge that, as they do 
to-day, and I think very likely the General Staffs 
of the allied countries, if they went oia having 
alliances, would insist on arms coming from the 
country which was their ally and which was a pro- 
ducing country. 

1421. Sir Kenn eth Lee : Would not that lead to 
touting ? 

Mr. Noel Baker : I do not think so. I do not 
see why. I think definitely that the pressure which 
comes from the profit motive would be excluded. 
I do not think that the governments -will be moved 
by the profit motive. I will not repeat .what I said 
this morning on that subject. 

1422. Sir Kenneth Lee : I should have thought it 
would have meant that competition would still exist 
for orders? 

Mr. Noel Baker : If competition does exist 

then it means the position of the smaller states is 


250 ROYAL COMMISSION ON THE PRIVATE MANUFACTURE OF AND TRADING IN ARMS 


30 Octoher, 1935.] Mr. P. J. Noel B..kek, M.A. \_Continued. 


not one of danger or difficulty, because they can 
always move over from one to another. I certainly 
do not thinik there would ever be a ring of producing 
states. That I am sure is an hypothesis which can 
be excluded. At the same time I do not think there 
would be competition in the sense of trj'ing to push 
up armament orders. There are other countries 
which are pretty well civilised, too. Most industrial 
countries have a rather high standard of civilisation, 
though some of them may be passing through difiBcult 
times at the moment, and they would see that their 
interest is not really to increase armaments, because 
Lord Wester Wemyss’s fundamental proposition re- 
mains true that if you increase your export you are 
increasing the armaments of some other power, and 
if you do that their neighbours increase tbeirs. It 
goes like a ripple across the pond; the armament 
level rises and you get a general increase which 
was not otherwise going to happen. Y"ou push 
up the whole level of armaments; that pushes up 
your own expenditure and quite certainly your tax- 
payers lose, and the government has to providei a 
budget .which will be far greater than any profit 
you can make on the armament transaction itself. 

1423. d/r. Spender: You feel fairly convinced that 
governments would resist the temptation to which 
they now succumb of supplying armaments in return 
for political favours or promises .f 

21 r. jSoel Baker: I think it would be far more 
diflicult for them to do it. Now they can do it 
under the cover of the private firms; but if they 
had to come to Parliament with all these matters it 
would be far harder for them to do it. 

1424. Mr. Spender: You do not think it would be 
necessary to take the further step of prohibiting 
loans from governments to their proteges? 

2Ir. Noel Baker: I think it would be a very 
desirable thing to do. 

1425. 21r. Spender: You do not think that is 

possible, though, in the present state of opinion? 

2Ir. Noel Baker : It is difficult to say that you 
could get it agreed to everywhere, I quite agree. 

1426. 2Ir. Spender : You quoted Lord Grey on naval 
competition. Lord Grey’s point was that the arma- 
ment competition expressed a conflict of political 
ideas and policy. Would not that be true? 

2Ir. Noel Baker : I think not quite. As I 
remember the passage — I have read it many, many 
times — it is the passage in which the sentence occurs 
which I quoted in my paper. There were between us 
and Germany many outstanding questions — and 
between the other countries in Europe — the question 
of colonies, and so on — and Lord Grey had tried to 
settle those matters; but it was not, in his judgment, 
his failure in that regard which made the War in- 
evitable. On the contrary, it was the armament 
competition. I do not want to over-state it. 

1427. 2Ir. Spender : I am not disputing that point ; 
but I am only suggesting that he did not relate it 
at all to the question here of the private manufactxire 
of armaments; I do not think it presented itself to 
him at that time? 

2Ir. Noel Baker: I do not think he mentioned 
it at all. 

1428. Mr. Spender: It brings onq to rather an im- 
portant point : what are the real influences behind 
armaments. If I understood you, you seemed to 
say that the failure of the Disarmament Conference 
in the last two or three years had been to a consider- 
able extent influenced by agitation by private manu- 
facturers behind the scenes? 

2Ir. Noel Baker : Yes. 

1429. il/r. Spender: When we have so many objec- 
tions and glaring political policies for that failure, 
can you really attribute a very large influence to 
the machinations of sinister influence behind the 
scenes? It seems to me it is putting the thing 
rather out of perspective to put it in that way? 

21r. Noel Baker : Perhaps I might suggest the 
political influences were not really of a kind to 
make nations consider 

1430. Mr. Spender: The fear of Germany by France? 


2Ir. Noel Baker: Ini my view, there was no 
cause in the German situation which justified Prance 
in thinking 

1431. 21r. Spender: It is not a question of justifying; 
it is a question whether it was a motive ? 

2Ir. Noel Baker: which would have made 

the French i>ublic think that Germany was going to 
make another attack upon them in the early future, 
except for the work done over a period of 15 years 
from 1920 onwards by the armaments Press in 
France, which stated year by year over the whole 
of that time that Germany was continuously rearm- 
ing, when in fact they were disarmed almost to the 
bone. 

1432. 2[r. Spender: But you would not suggest it 
needed that incitement to make the mass of French 
people have that fear? 

Mr. Noel Baker : M. Briand thought so. He 
tried for a large number of years to work a policy 
of Franco-German reconciliation, and he got it, and 
he got the support of the French people for it; 
but he always said — in private I have heard him say 
it dozens of times — but he said it verj' emphatically 
in xjublic : “The pens which write these articles 

are made of the same steel as the guns.” It was 
his profound conviction that an immense influence 
in French politics against his policy of Franco- 
German reconciliation was the campaign of the arma- 
ment firms to make the French people believe that 
the Germans were arming, when in fact they were 
not. 

1433. 2Ir. Spender: No one would deny that that was 
a contributing factor; but I, too, have heard 
M. Briand. I heard him make the si)eech which he 
made at Washington, which had such a disastrous 
effect, but it was entirely on the opposite line. I 
do not want to cari’y that point very far, but it does 
lead us to another point; Would you by a state 
monopoly really relieve the pressure ? You quoted the 
Comite des F’orges, whidh is the chief controlling 
interest over the Press. That is the great iron and 
steel industry, is it not? 

2Ir. Noel Baker: Yes. 

1434. il/r. Spender : It would have the same motive 
for pressing governments to increase armaments as 
it has at present, even if governments manu- 
factured them? 

il/r. Noel Baker : Not quite, I think. 

1435. 2Ir. Spender: Very nearly? 

2Ir. Noel Baker: The very important element 
of profit made on the component parts and on the 
finished, arms would be cut out. . It would only be 
the raw steel. 

1436. 2Ir. Spender : Still, that would be a great 
factor ? 

21r. Noel Baker : I think, with great respect, 
it would be desirable also to establish government 
steel plants. I think that is very important. 
Certainly in respect of some kinds of armaments, 
for example, the large gun, I believe the cost of 
the raw steel is about half of the whole. 

1437 . 2Ir. Spender : You would not say the govern- 
ment for this purpose would have to go the whole 
length of providing the iron and steel — go to the 
mine? 

il/r. Noel Baker: No; but I think a steel plant 
is one thing and a mine is another. I think a steel 
plant would certainly be justified on many grounds. 

1438. il/r. Spender : Take another point. Shearer 
was not a nominee of armament firms; he was the 
nominee of the shipbuilding interests, was he not? 

il/r. Noel Baker: They make cruisers. 

1439. il/r. Spender: Yes. 

il/r. Noel Baker: And guns and ammunition. 
Bethlehem and Newport News, I think, are just as 
much armament manufacturers as Armstrongs were 
before the War. 

1440. Mr. Spender : Is not there another very im- 
portant consideration? When you have these 
government arsenals will not you have a very im- 
portant pressure brought to bear on behalf of the 
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workers employed in the dockyards? Will not that 
be a constant pressure to keep up employment, and 
so armaments? 

Mr. Noel Baker ■. I have examined the evidence 
on this question as well as I am able — and no i^rivate 
student can do it thoroughly, especially if he is a 
very busy man, as I am — but I have never found any 
evidence that dockyard workers have agitated for an 
increase in armaments. There was a great agitation 
at Woolwich before the War, which Ur. Slater had 
a great part in, against the discharges from AVoolwich 
Arsenal in favour of the jirivate firms. There was 
no agitation then in favour of an increase in arma- 
ments. I have never come across it. The city of 
Kiel, which has dockyards, elected a German 
socialist to Parliament, to the German Reichstag, 
who voted against the building of the German pocket- 
battleshiips. That meant his electors were without 
work and were unemployed. He went back at a 
new election and was elected again. Similarly 
Herr Liebknecht who exposed tlie evils of the arma- 
ments trade before the War, was elected by an 
armament making town, and was re-elected. There 
is ample evidence that the workers have not brought 
])ressure to bear for the increase of armaments as 
such. 

14-11. Mr. Spender: 1 have known candidates for 
dockyard towns all my life, and I have heard their 
views, and they certainly would not favour a re- 
duction in armaments. 

Mr. Noel Baker: They want to get what orders 
there are, of course, and they scramble for them. 
I admit that; but I think the danger on that point 
has been very greatly overstated. 

1442. Mr. Spender: One question with regard to the 
basis of expansion which is one of the things which 
is troubling me, looking at the possibilities. In 
establishing government arsenals, are yon thinking 
of peace-time armies, or are you going to provide 
something corresponding to what the French and 
the Germans do W their big armies? Most of the 
defects which have been alleged in the case of the 
existing armament firms were that they were not 
ready for expansion, and therefore if you were going 
to remedy that in your government arsenals it would 
need, it seems to me, a very much larger expendi- 
ture and a very much larger holding of labour in 
reseiwe, and materials? 

Mr. Noel Baker: I come back to the point 
that, in my view, the amount of plant which exists 
at any given moment is the amount required to make 
the annual total production, plus the amorant of 
idle plant which the government chooses to pay for. 
That may be any amount you like, but there is no 
reason why under government monopoly it should 
not be exactly the same as it is under the present 
system, and I think it would cost the country no 
more. 

1443. Mr. Spender: Except it is commonly stated to 
ns that the armament firms can afford to keep that 
plant idle, or possibly occupied in other waj's in the 
meantime, without any great cost, whereas the 
government arsenals would bo under the necessity of 
keeping a large part of that plant idle. At the 
beginning of 1914, would it not be true to say that 
onr great difficulty as compared with the French or 
the Germans was that we only started with the small 
arsenals approjiriate to our small army whereas 
France and Germany had great arsenals and estab- 
lishments appropriate to their big armies? 

Mr. Noel Baker: If that were true, it would 
mean that our dependence on private firms had 
handicapped us, as I understand it; but the point 
that private firms are able to keep idle plant at 
the service of the nation is one on which it is very 
important to make a careful examination of file 
facts. And the facts are that the private firms do 
not keep idle plant standing for the service of the 
nation, because they cannot; they cannot afford it. 
^hey receive direct subsidies — I cite one here which 
I took out of Hansard — from the Government, when 


there is no hope of the plant being used; and they 
receive indirect subsidies, undoubtedly, in the prices 
which they get for' the products they produce. The 
prices are much higher than they would otherwise 
be. They get disguised subsidies of various kinds. 
For example, the monopoly of the I.C.I. in a number 
of iiroducts in this country is certainly a very 
important subsidy for which the British taxpayer 
indirectly has to pay. No doubt on the strength of 
that subsidy the I.C.I. can keep some idle plant, 
but the nation is jiaying. I think it would have 
to pay much less if that plant were kept in a govern- 
ment arsenal, because the actual cost of keeping idle 
plant in government establishments is less than keep- 
ing it in private factories. 

That the private firms are content to keep idle 
plant is, I think, disproved by the speeches which 
the private manufacturers make themselves. I have 
read dozens of speeches protesting against the fact 
that the private manufacturers are expected to keep 
idle plant, and the speeches made by unhappy arma- 
ment makers after the AA'^ashington Conference would 
fill a book, in which they said disarmament would 
ruin them, and so on. I will read only one speech 
which I have actually quoted in my Statement, in 
paragraph 192 (c), by Sir Robert Hadfield : 

“ It is doubly unfortunate that the eost of put- 
ting these theories (i.e., disarmament) into practice 
should fall in the main upon an industry xohich is 
already struggling against unfair eeonomic condi- 
tions which are beyond its control. The politician 
is always ready with advice to turn over to peace- 
ful products, not realising that highly specialised 
plant cannot be diverted in this way, and further, 
that the supply of those peaceful products already 
far exceeds the demand, so that such a remedy, 
even if practicable, would merely add to the diffi- 
eulties of other sections of the trade.” 

In other words, he protests vigorouslj', as all of the 
other manufacturers protest, if the plant is idle, 
and they protest even although in fact they are 
receiving subsidies for it to do so. 

1444? Mr. Spender : Does not that suggest that the 
Government is doing rather well out of the armament 
firms? They will always protest that they are being 
ruined ; I am only putting it to you ; I am not 
expressing any dogmatic opinion about it; it is only 
that the probabilities are that if the Government 
and the private firms can work together, especially 
with regard to labour, and having labour at their 
disposal, you might make a cheaper and more 
economical arrangement than if you had a wholly 
government staff. That leaves out of account all 
Ijossibility of a great many other questions, such as 
control, and so forth. 

Mr. Noel Baker: I would reply that if the 
Government are doing well with idle plant at the 
expense of the private manufacturers, then it is very 
unfair to the private manufacturers. 

1445. Mr. Spender: The private manufacturers 

generally look after themselves, do they not? 

Mr. Noel Baker : I think they do. I do not 
think that in fact the Government does do very well, 
because I think it has to put up with the complaints 
of the private manufacturer when his plant is idle 
and nevertheless pay him for the fact that it is 
idle. I think that the Government in fact lose both 
ways under this system, and I think it gets no 
advantage whatever; but if it does I think it is 
wrong, because this is a risk which follows from 
fluctuation in armament demands, and fluctuation 
in armament demands follows from government 
policy and it ought to be borne by the nation, and 
it would be borne by the nation, if the idle plant 
■were kept in government arsenals. 

1446. Sir Philip Gibbs : Do you think, if there were 
a limitation of arms, an international limitation, it 
would necessarily enforce a government monopoly 
of manufacture, or, at any rate, tend to produce 
such a government monopoly of manufacture? 

Mr. Noel Baker: I think it would make the 
inducement to the private manufacturer less than 
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it is to-day. His market is ostensibly limited by 
the disarmament treaty, and might be in fact 
limited. But as I have tried to suggest in Chapter 
IV, the private manufacturer would have a number 
of reasons for trying to evade the disarmament con- 
vention, and there are a nimiber of ways in which 
he might possibly do so. 

1447. Sir Philip Gibbs : I am now asking a question 
rather in favour of your argument, and it is this : 
If there were a drastic limitation of arms, it might 
be that it would not pay the private manufacturer, 
and therefore we should actually be faced with the 
necessity of some form of government monopoly. 
Would you agree with that? 

Mr. Noel Baker: Oh, yes. I often wonder 
why people go on with the private manufacture of 
arms at all ; it must be a most unsatisfactory in- 
dustry, because of these immense fluctuations. 

1448. Sir Thomas Allen : I want to ask you about 
one or two points, by way of elucidation, on the 
summary of your conclusions in Chapter XVII. I 
take it that in any change-over from private manu- 
facture to national i^roduction you would not 
desire to place non-producing nations in any less 
advantageous position to meet their legitimate 
needs? May I put it in another way: Why should 
this nine per cent, which you spoke of just now be 
lost to us if ijrivate manufacturers were abolished; 
why should it be lost under a state monopoly? 

Mr. Noel Baker : I think it probably would 
not be lost. In my view, the position of the non- 
producing states is well summarised in the passage 
of the memorandum prepared by the Danes and 
the Poles and other countries at the Disarmament 
Conference, in which they said definitely that the 
non-producing states derive no benefit from the 
system of private manufacture, and that the aboli- 
tion of this system would therefore not modify the 
situation of the non-producing states in any way. 
That was a view expressed by a group of states 
which included Denmark, a non-producing nation, 
and included also, or at least it was supported in 
committee by, other non-producing states. 

1449. Sir Thomas Allen : The Netherlands, for 
example, did raise objection to state monopoly on 
the ground of technical difficulties of state manufac- 
ture as being far greater for the small nations 
than for the large. 

Mr. Noel Baker: At what date? 

1450. Sir Thomas Allen : At the same time. 

Mr. Noel Baker : I do not remember that. It 
may well be I have missed it in the records. 

1451. Sir Thomas Allen: That was because of the 
geographical condition and disadvantage. 

Mr. Noel Baker : It is very doubtful how far 
the Netherlands are a non-producing state. They 
produce a good lot of armaments for themselves. 

1452. Professor Gutteridge : I was under the im- 
pression that Holland was not an armament-making 
country, but I was told that some of the German 
firms have established branches in Holland. I put 
that to a friend of mine, and he said, “ You are 
quite wrong in saying that Holland is not an 
armament-making country; because a lot of German 
firms have established branches in Holland ” ; and 
he told me that he had bought things from Zeiss. 

Mr. Noel Baker : And Krupps. 

Professor Gutteridge : They both have branches 
in Holland? 

1453. Sir Thomas Allen : Much stress has been laid 
upon the point as to the difficulty of armaments in 
peace-time. Do you see any reason why the state 
should not keep armament factories going in peace- 
time by producing peace-use commodities? 

Mr. Noel Baker : No; I entirely agree with the 
suggestion that national arsenals might very well 
have alternative work in the form of peace-use com- 
modities which are required by government depart- 
ments and by the armed services. It has this par- 
ticular advantage, that the services know over a 
long period of time ahead that there are certain 
commodities of which they want so much every year 


whatever may happen, and probably largely ex- 
panded quantities in case of emergency or war. 
Those commodities could quite easily be built up in 
reserve in times of peace. If a war did not happen 
they would be waste — that is quite true — but if a 
war happened they would not be waste; you could 
then just turn over to armament production and 
you would have the stocks you needed of those 
things; and in my view it is something which a 
government department could do by way of keeping 
the plant employed which a private firm cannot do, 
because they cannot afford to build up stocks like 
that which are not being used. 

1454. Sir Thomas Allen : You said just now, in 
reply to a question by the Chairman, that the real 
objection to private manufacture was founded on 
the question of profit. Do you see in the American 
plan any attempt at all to abolish profit? 

Air. Noel Baker : No, 1 do not. That is why 
I think all systems of control are much less adequate 
than a system of abolition. I do not say they would 
not produce satisfactory results; 1 do not say they 
ought not to be done if nothing else can be done; 
but I believe that, in dealing with what I have 
called the major evil, the political influence of the 
armaments interest, abolition is by far the most 
effective plan. 

1455. Sir Thomas Allen : Are you visualising the 
American plan altering the present situation? 

Air. Noel Baker: Of course, if it were carried 
through in toto it would mean a great deal of 
publicity for the whole of the transactions of arma- 
ment firms. It would mean that their orders had 
to be published before they were executed ; the 
licence to them would be given international 
publicity, and international committees of control 
could go into the factory and see what was going 
on and see whether the work corresponded with 
the orders which had been reported to Geneva, and 
if there was any divergence the insi)ectors would 
no doubt find it out. It would mean that the 
private firms would be hampered a good deal in 
some regards; for example, in respect of illicit 
trafiic, which is important in many ways in my view. 
The illicit traffic in the 19th century was thought 
to be immensely important. The British Army on 
the North-West Frontier still thinks this illicit 
traffic very important; but it would not deal with 
what I call the social and political evils — that is 
to say, it would not enable the government to know 
how an armament order had been got, whether 
there had been bribery or the incitement of one 
government against another, and so on. 

1456. Sir Thomas Allen : In your Conclusion 

No. (10) you say ; 

“ If Private Alanufacture is not abolished, then 
as an alternative the following measures should 
be taken: 

(a) ‘ Public Utility ’ control over private 
firms to limit the prices or profits; 

(b) The establishment of a National Arms 
Board with a monopoly of the home and foreign 
marketing of arms." 

Are you visualising two bodies here, or one? 

Mr. Noel Baker : The first would not exactly 
be a body ; it would be a regime which the private 
firms would have to accept. It would involve in- 
spection of their books, calculation of the costs, cal- 
culation of the normal profit which ought to be 
allowed to them, and so on. I argue elsewhere that 
that is less likely to be advantageous to -yie govern- 
ment than actual government production. Prob- 
ably the costs under such a system would be higher, 
but that is a different point. The point here is, 

I think, that that would be a kind of regime, and 
that when they had made their arms under that 
regime they would then be transferred to the 
National Arms Board, who on behalf of the nation 
would do the commercial transactions — would carry 
through the commercial transactions required. 

1457. Sir Thomas Allen: I asked you that because 
I had in mind that when Dr. Addison was before us 
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he was very insistent npon a single supply authority 
for all arms. He pointed out that the different ser- 
vices had been obtaining materials and machinery 
from firms at the same time, and it was very 
necessary that there should be a single authority. 

Mr. Noel Baker ; I am in entire agreement 
with that view. I did not stress it here because I 
thought Dr. Addison had put it with so much 
cogency and with so much greater authority than 
that which I can command. 

1458. Sir Thomas Allen : Now vdth regard to civil 
and military aviation ; you will agree that in the 
future both civil and military aviation will be very 
important matters. I think it was the Union of 
Democratic Control that said that the government 
should provide all the instruments of aviation. Is 
that your point: that, given state manufacture or 
state monopoly of war-time material, the state should 
deal with the civil side of aviation? Would you 
have them as a separate entity? 

Mr. Noel Baker : Yes, certainly. 

1459. Sir Thomas Allen : I have in mind the easy 
conversion of civil aeroplanes into armaments. You 
would still have a separate authority for the manu- 
facture of civil aeroplanes and a separate authority 
of state monopoly for military aeroplanes? 

Mr. Noel Baker: Yes. I think it might be 
advantageous to the nation to nationalise the whole 
aircraft industry ; but that is a different point, and, 
I think, not strictly relevant to the terms of refer- 
ence of this Commission. I think the question of 
the vested interest could be met by eliminating the 
private manufacturer of military machines, and I 
think that could be done, if we were acting alone 
in this countrj' — unilateral abolition — by simply say- 
ing to the manufacturers : The government is going 
to buy no more military aircraft from you, and it 
is going to allow you to export no military air- 
craft to other countries. If there was a very sus- 
picious increase in the machines of a civil type 
which were going to another country, and which 
might bo organised for military purposes, if we had 
ground to suspect that, I think the government 
would find it out in no time and could penalise the 
company. I do not think there would be any sub- 
stantial danger of evasion on that point. 

1460. Sir Thomas Allen: I put that to you because 
I have in my mind the evidence of the Union of 
Democratic Control. They felt that this particular 
armament service should not be left to private 
enterprise at all. 

Mr. Noel Baker: My own preference would 
be for the total nationalisation of the w’hole aviation 
industry, but I do not think it is essential to the 
purpose of this Commission. 

1461. Professor Gutteridge : I have not many ques- 
tions to ask you, but that is not out of disrespect 
to your admirable memorandum. There are, how- 
ever, one or two things about which I should like 
to ask you, and the first is this : With regard to 
the question of neutrality at the present time, I 
think it is wrong to say, is it not, that the Covenant 
has abolished neutrality; surely it still exists, does 
it not? 

Mr. Noel Baker : Not as between States which 
are members of the League. 

1462. Professor Gutteridge : That is what I am not 
quite sure of. ' May I put this to you : For instance, 
you may, of course, have hostilities which are out- 
side Article 16 of the Covenant because the dispute 
is between non-members — that is clear, is it not? — 
and also I suggest to you it is possible to have a 
dispute between two members which will in fact 
fall outside Article 16 of the Covenant merely 
because tbe League members cannot agree amongst 
themselves as to whether a breach of the Covenant 
has arisen or not; they meet at Geneva and they 
cannot agree as to whether the hostile states are 
at faralt or not. Surely in that case the law of 
neutrality still applies as between members of the 
League, does it not? 


Air. Noel Baker : As regards the first ques- 
tion, it would not be as between members of the 
League. 

1463. Professor Gutteridge : That goes without 

saying. 

Mr. Noel Baker: Even between non-members, 
that comes under Article 17. It reads as follows : 

In the event of a dispute between a Alember of 
the League and a State which is not a Alember 
of the League, or between States not Alembers 
of the League, the State or States not Alembers 
of the League shall be invited to accept the obli- 
gations of Membership in the League for the pur- 
poses of such dispute, upon such conditions as 
thg Council may deem just. If such invitation 
is accepted, the provisions of Articles 12 to 16 
inclusive shall be applied with such modifications 
as may be deemed necessary by the Council. 

Upon such invitation being given the Council 
shall immediately institute an enquiry into the 
circumstances of the dispute and recommend such 
action as may seem best and most effectual in the 
circumstances. 

If a State so invited shall refuse to accept the 
obligations of membership in the League for the 
purposes of such dispute, and shall resort to war 
against a Member of the League, the provisions 
of Article 16 shall be applicable as against the 
State taking such action. 

If both parties to the dispute when so invited 
refuse to accept the obligations of membership 
in the League for the purposes of such dispute, 
the Council may take such measures and make 
such recommendations as will prevent hostilities 
and will result in the settlement of the [dispute. 

So that even in that case it seems to me there is 
a certain doubt as to whether neutrality in the old 
sense could be said to exist. 

1464. Professor Gutteridge : I do not know w'hether 
there is much difference between us, because I agree 
with you that the Covenant, of course, must have 
had a fundamental effect upon the question of 
neutralitju I am not at all sure that your state- 
ments in paragraph 177 do not go rather too far. 
I should have thought that it was still possible to 
have cases in which an appeal to the old law of 
neutrality would be necessary. 

Air. Noel Baker : If I may say one word on 
the second case which you cite — ^where states cannot 
agree as to whether a violation of the Covenant 
has occurred, and the 'Covenant breaks down be- 
cause there is no agreement between the members — 
I can only say in reply that Article 16 as it stands, 
which binds us and the other governments which 
belong to the League, does not make necessary any 
agreement on that point. Our obligation arises 
when in our judgment (assuming good faith, of 
course) a violation has taken place ; in other words, 
orir obligation arose the day Italy went into 
Abyssinia, quite irrespective of whether the other 
members of the League agreed that Italy had com- 
mitted a violation or not. But of course if the vast 
majority of them said: “Nonsense! there was no 
aggression, and no one must help,” then the whole 
League would break down. But otherwise we are 
under obligation to go ahead. 

1465. Professor Gutteridge : If we tried to do any- 
thing we should be met by the law of neutrality. 
The offending state would then be entitled to say : 
“ You must keep your hands off, because the inter- 
national law of neutrality enjoins you to do so.” 

Mr. Noel Baker: I should like to think about 

that. 

1466. Professor Gutteridge : It is rather controversial, 
I agree. I am only suggesting that the statement 
goes rather too far, both as regards the Covenant 
and, moreover, as regards the Kellogg Pact. 

Air. Noel Baker : I know something of the way 
in which that memorandum was drafted, and 
perhaps I may in camera tell you of the authority 
which there is behind the memorandum, 
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1467. Professor Gutteridge : I suggest that the 

Kellogg Pact does not necessarily do away with 
neutrality, because, as a matter of fact, if you get 
an offender against the Kellogg Pact he is entitled 
to say, “ You must not interfere with me, because 
you are a neutral.” 

Mr. Noel Baker : I think, so far as the Kellogg 
Pact is concerned, what you can say is that Mr. 
Stimson said it ought to do away with neutrality. 
That was an obiter dictum by him when he was 
Secretary of State; but in practice what will matter, 
I think, is that the United States are going to 
follow their policy of stopping all munitions for 
belligerents, and I believe they are going to. If they 
do that, most of the arguments used on this point 
fall to the ground, because the argument used is 
thart under the present system we can get an 
immense supply of munitions from America, which 
we would not be able to get if private manufacture 
were generally abolished. 

1468. Professor Gutteridge : I think your view is that 
you can no longer in the future count upon large 
supplies of munitions from abroad? 

Mr. Noel Baker: Certainly not from the 

United States; because I think their present 
neutrality resolutions are going to be made per- 
manent, and they will not be allowed to export — 
unless they are interpreted in the sense which seemed 
likely a little while ago, when they might export 
to non-aggressor states. 


1469. Professor Gutteridge : It seems to me that the 
question, if you approach this from the angle of 
national safety, is that it is more urgent and 
necessary than ever that our supply of munitions 
should be assured in time of war. One thing is 
troubling me : Supposing you have nothing but 

state arsenals in this country, and hostilities were 
to break out on a very large scale, as they did in 
1914, you are going to have a period of very great 
danger, are you not, of perhaps weeks or months, 
because it will take some time for the trade to be 
ready to meet any requirements which are caused 
by the emergency; in other words, you might have 
a danger period of months if you relied solely on 
state arsenals? I do not know whether you woiild 
agree with that or not. 


Mr. Noel Baker: I will try to restate m 3 
view on that, because it is really fundamental to th< 
whole question. The plant which you have foi 
armament production on the outbreak of war wil 
be the plant that you have producing armament 
in time of peace, and that will be the same whethei 
the armaments are produced in government factoriei 
or in private factories, except for this problematica 
one-ninth. 

1470. Professor Gutteridge : As I understand youi 
thesis, you postulate that x amount of plant ii 
required ? 

Mr. Noel Baker : Yes. 

1471. Professor G-utteridge : And you say the resuli 
is the same whether nine-tenths of that is in stat< 
arsenals and one-tenth in private firms, or the othej 
way round. You have always got your x, youi 
constant factor? 

Mr. Noel Baker: For the production ol 

armaments ? 

1472. Professor Gutteridge: Yes. The point I wai 
putting to you was not quite that. Does not it mear 
that you have to keep your reserve of plant, youi 
machines, tools, jigs and gauges, and things thal 
cannot be made very quickly, and so forth, at i 
very high level ? 

Mr. Noel Baker: I think not; I think nc 
higher than you do in any other case, because 
your problem is to expand your actual plant whicl 
is in operation on the one hand, and that you car 
do just as well if it is in a government arsenal af 
you can if it is in a private factorv. 

1473. Professor Gutteridge: You are going to dis 
perse a lot of skilled labour? 


Mr. Noel Baker: If you are going to teach 
the general engineering industry to come into arma- 
ment production you must disperse some skilled 
labour ; you cannot do anything else. The armament 
firms failed in 1914 largely because the 3 ’ did not dis- 
perse skilled labour, because they tried to make 
other engineers produce parts which they did not 
know how to produce, and would not reallj’ give 
them the information thej^ required, because they 
were afraid of making competitors for themselves. 
That is another inherent difficulty in using private 
firms as agents of industrial mobilisation, that they 
do not want to make competitors for themselves 
afterwards. 

1474. Professor Gutteridge : Let me put it in this 
way ; I think it is quite easj' to keep a reserve 
supply of machines, for instance; you send a man 
round with an oil can every now and again, and 
so forth, and keep them in order; but I see very 
great difficulties about the question of labour, because 
if you close down all j’our armament firms, unless 
the government are prepared to keep a large staff 
of men idle or practically idle, j'ou are faced on the 
outbreak of war with a ver.y serious position. You 
have the McKinnon Wood Report. That Report 
points out that owing to the circumstances of the 
War from 1914 to 1919 an educated reserve was in 
hand. As I understand it, that educated reserve 
has now entirely disappeared ? 

Mr. Noel Baker: Just as you have x amount 
of plant, so you have x number of workers making 
a given article of armament. 

1475. Professor Gutteridge: I agree; only is it not 
the fact that it is much more easj' to employ your 
redundant workers in a private firm than it is in 
government arsenals? 

Mr. Noel Baker: Sir Robert Hadfield says not 
in this quotation which I have read this afternoon. 

1476. Professor Gutteridge: I thought he was refer- 
ring to plant. 

Mr. Noel Baker: He is. 

1477. Professor Gutteridge: I am thinking of 

workers. 

Mr. Nael Baker: It applies just the same. 

1478. Professor Gutteridge : I am not sure that it 
does. Take a firm like Vickers; it is miich easier 
for them to switch skilled men off, let us saj', making 
gun fuses on to some other work, than it would be 
for the government arsenal. I still have an open 
mind on the point. It seems to me there is the 
possibility that that is what would happen. 

Mr. Noel Baker: I believe that in fact the 
highly skilled workers are really engaged 100 per 
cent, of their time in armaments manufacture, or else 
they are out of work. I do not profess to have 
complete information on it, but that is mj' informa- 
tion so far as I have any. 

1479. Professor Gutteridge : You have inquired 

into it. 

Mr. Nael Baker: So far as private students 

can. 

1480. Professor Gutteridge : I only wanted to know 
what your view was. 

Mr. Nael Baker: My view, broadly speaking, 
is that the highly skilled people are kept on arma- 
ments work ; otherwise they are probably doing 
nothing. On the other hand, there are people in 
other kinds of employment — Dr. Addison talked 
about them — who have a very high skill in their 
own lines — watchmakers, and so on — ^who can 
be turned over ; so that there are reserves of skill 
in other ways; but, broadly speaking, I think that 
my proposition holds true in respect of labour as it 
does with regard to plant: that the man-power will 
be the man-power required for making armaments 
in time of peace, and you have to build on that 
basis. How can you best build? That is the prob- 
lem. I believe that experience has shown that 
J’OU can best build by having those men in govern- 
ment arsenals, because from a government arsenal 
they can operate much more effectively; they can 
make the jigs and gauges required; they can make 
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the drawings and specifications; and when they arc 
ready they can go round and give instruction. 

1481. Professor Guiteridge : I wanted to have your 
views because we shall no doubt be having further 
evidence on this question. 

il/r. Noel Baker : My views are set forth in 
Chapter XVI. 

1482. Professor Gutteridge : Except that you seem 
to confine yourself rather to plant. That is why I 
asked you to amplify them. I am not quite certain 
that competition is not of very great service to the 
country in some ways. May I mention one, in the 
case of shipbuilding? Where j’ou have a British 
shipbuilding firm in competition with foreign finns 
for building a passenger liner, let us say, there is 
an amount of experience which they gain in that 
way which no dockyard could ever give anyone. 

Mr. Noel Baker-. Well, I do not think it is 
competition in respect of making armaments in any 
way. 

1483. Professor Gutteridge : It depends on how you 
define “ armaments,” of course. 

Mr. Noel Baker-. Yes. 

1484. Professor Gutteridge : I am not saying that. 

What I do say is this : It is conceivable that a 

British firm which is building ocean-going liners is 
in competition with foreign firms, and therefore 
getting to know all that is latest in the way of oil- 
driven engines, and so on, and they would probably 
be a rather more valuable asset to the country for 
the purpose of armaments than a person building 
warships. 

Mr. Noel Baker-. If I may suggest it, it would 
be perfectly possible for the government dockyards 
and for the Admiralty to keep in touch with the 
private firms and get any such information as they 
can get from competition. 

1485. Professor Gutteridge : That would depend on 
the willingness of the private firms to volunteer the 
infoi-mation. 

Mr. Noel Baker: I should have thought that, 
as a matter of patriotic duty, they would be willing 
to do so. I do not think there is any ground for 
thinking that the manufacturers either of arms or 
anything else are not patriotic in • that sense. I 
should have thought they would be more willing, 
since they will not bo communicating it to any 
competitor who is making something that thej' are 
making themselves — only to the government, who 
would not enter into competition with the firms. 

1486. Chairman : There are two more questions 

which I should like to ask you. You would agree, 
would you not, that from our point of view we have 
not got to consider the immediate future, but we 
h.ave got to look ahead. Take this position : 
Supposing a period of 20 years’ peace from now, 
and then an outbreak of war; one would have to 
contrast the position on the expii-ation of those 20 
years of peace as between a government monopoly 
existing during those 20 years and government 
arsenals plus private firms allowed controlled export? 
That is the sort of matter that one has to consider. 
You would agree to that, would you not ? 

Mr. Noel Baker : Yes, certainly. I think, if 
I may say so, the Commission has to consider 
perhaps the immediate future, but quite certainly 
the further future. Whichever hypothesis is taken, 
my memorandum is designed to persuade you that 


it is to our advantage definitely, on balance of con- 
siderations, that in any circumstances it is better to 
abolish. 

1487. Chairman : One other question. I am not 
quite sure that I understood what you said to us in 
your address when you referred to so many extracts 
from the trade Press; because, given a trade of 
sufficient importance to warrant a trade Press, that 
trade Press exists for the purpose of commending 
the trade to all and sundry? 

Mr. Noel Baker: Yes. 

1488. Chairman : Supposing they act bona fide, I 
do not quite follow what conclusion you vranted us 
to draw from that. Of course, the condemnation 
of the trade in a sense was a condemnation of any 
policy that affected the trade materially or in- 
juriously. I do not quite follow the inference you 
wanted us to draw ; I am sorry. 

il/r. Noel Baker : If I may explain it briefly, 
it was this : I think that, as you say, obviously this 
trade Press depends upon the industry which makes 
military aircraft. 

1489. Chairman : That is the same with all trade 
journals, is it not ? 

Mr. Noel Baker: Yes; but in this particular case 
it has the unfortunate result that these journals are 
read by everyone who is interested in aviation. 

1490. Chairman : That is the same with all trade 
journals, temperance or any other? 

Mr. Noel Baker : Yes. I have called them 
the organised air interests, and I have said that the 
effect of their writing over a long period of years 
has been to convince the vast majority of those who 
are interested in aviation that disarmament and 
international solutions of the air problem are non- 
sense, impracticable, and wrong, and even 

unpatriotic. 

1491. Chairman: It is going a long way. With 

regard to the very intelligent people you say have 
been .influenced, why should they take all these 

statements for gospel? I do not quite follow. 

Mr. Noel Baker: I think that in fact they do. 

1492. Chairman: They may agree with them, by 

thinking it out independently for themselves. It 

seems to me you are attaching too much importance 
and assuming that everyone who reads a newspaper 
believes everything he sees in it. I protest against 
that. 

Mr. Noel Baker: I do not want to over- 

stress it, but I do want to suggest that the' air- 
minded are rather a special case; aviators are 
passionately absorbed in aviation, and very often, 
one might almost say, they do not think of much 
outside it ; and therefore I do think that the 

specialised aviation journals and the specialised 
aviation societies and organisations do have much 
more influence on their minds, particularly on these 
big questions of the future of aviation, than, for 
example, the Grocers’ Journal would have upon the 
mind of the average grocer. That is the whole 
point that I wanted to put, though I do not under- 
estimate by any manner of means the influence of 
the Grocers’ Journal on the mind of the grocer. 
I think it is very great. 

1493. Chairman: I understand now. I am sure we 
are all very much obliged to you for giving us your 
evidence. 

Mr. Noel Baker : I am very much obliged to 
the Commission. 


{Adjourned.) 
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CHAPTER I 
Introductory 


1. I undertook the investigation of the subject of 
Private Manufacture of and Trade in Arms as an 
academic student a number of years ago. Since that 
time I have been gradually accumulating such in- 
formation as can be gathered from the daily press, 
technical and other periodicals, Government 
Inquiries, and Parliamentary Questions and debates. 

Throughout most of the period since 1918 I have 
been more or less closely in touch with the actual 
conduct of international affairs. I was a member 
of the British Delegation to the Peace Conference 
in 1919; personal assistant to the Secretary General 
of the League of Nations 1920-22; private secretary 
to the principal British Delegate to the League of 
Nations 1922-24; personal assistant to the League 
of Nations High Commissioner for Refugees 1925-29; 
Parliamentary Private Secretary to the Secretary of 
State for Foreign Affairs 1929-31; British Delegate 
to the Assembly of the League of Nations 1929 and 
1930; private secretary to the President of the Dis- 
armament Conference 1932-33. 

2. My experience in these public capacities rein- 
forced the conclusions which I had previously formed 
as the result of the academic studies I had under- 
taken. It led me to believe that the system of 
Private Manufacture of Arms is open to the 
objections which have been urged against it, and that 
these objections are of the most serious importance 
in their effect upon the course of international 
politics. 


3. I do not desire to concentrate the attention of 
the Commission principally upon the nature or the 
seriousness of what the Covenant of the League of 
Nations describes as the “ evil effects attendant 
upon ” the system of Private JManufacture of Arms. 
As I understand the terms of reference under 
which the Commission is working, these evils are 
already admitted by His Majesty’s Government to 
exist, and it is upon the assumption that they do 
exist that the Commission has been asked to examine 
what action should be taken either by His Majesty’s 
Government alone, or through measures inter- 
nationally accepted, to eliminate these “ evil 
effects 

The Commission has been invited in particular to 
examine whether, these “evil effects’’ can bo 
eliminated by measures of what is called “ control ”, 
or whether to do so will require the total abolition 
of Private Manufacture and the establishment of 
State monopoly, either by the unilateral action of 
Great Britain alone, or by general international 
agreement. 

It is with regard to these practical problems of 
future policy, rather than on the character and 
extent of the evils of the present system, that I 
desire principally to offer evidence to the Com- 
mission. 


CHAPTER II 

The General Nature of the “ Evil Effects ” of Private Manufacture 


4. But it is perhaps desirable, in view of my 
personal experience, that I should also offer some 
evidence to support my view that the objections 
urged against the system of Private Manufacture 
are substantial, and that I should explain how, in 
my belief, they produce the “ evil effects ” of which 
the Covenant speaks. 

5. The objections to the present system are, I be- 
lieve, adequately described in the language of a Re- 
port prepared by the First Sub-Committee of the so- 
called “ Temporary Mixed Commission ” established 
by the League of Nations in 1921 to consider the 
subject of Disarmament.* The Report reads in part 
as follows : 

“ In general, the objections that are raised to 
untrammelledl private manufacture may be 
grouped under the following headings : — 

“1. That armament firms have been active in 
fomenting war-scares and in persuading their own 
countries to adopt warlike policies and to increase 
their armaments. 

“ 2. That armament firms have attempted to 
bribe Government officials, both at home and 
abroad. 

“ 3. That armament firms have disseminated 
false reports concerning the military and naval 
programmes of various countries, in order to 
stimulate armament expenditure. 

“ 4. That armament firms have sought to in- 
fluence public opinion through the control of news- 
papers in their own and foreign countries. 

“5. That armament firms have organised inter- 
national armament rings through which the arma- 
ment race has been accentuated by playing off 
one country against another. 

“ 6. That armament firms have organised inter- 
national armament trusts which have increased the 
price of armaments sold to Governments.” 


* A.81. 1921. C. 321. 1921. 


6. There would be no difficulty in taking these 
objections one by one and producing proved 
examples in support of the various charges which 
they contain. It is true, as Mr. Aamold Forster 
pointed out to the Commission, that “ the competi- 
tive arms trade is conducted in conditions which 
offer every inducement and opportunity for secrecy, 
and usually it is only some accident . . . which 
flashes an occasional light into the darkness.” Yet 
although there is available only a very small propor- 
tion of the total evidence which would be revealed if 
the books and files of all the armament firms of 
the world were made public, yet on each of the six 
points contained in the 'Temporary Mixed Com- 
mission’s summary of “ objections,” adequate and 
conclusive evidence is available. 

7. It is usually by reference to these six charges 
that the subject is treated, and the Commission is 
no doubt familiar with the considerable body of 
literature in which the evidence under each of the 
several heads is set forth. In my submission, that 
evidence has established the case against the existing 
system. 

But in some ways this usual method of treatment 
— by taking separately and seriafim the different 
objections to the existing system, and showing that 
in such and such a country cases of bribery have 
occurred, that elsewhere a panic has been started, 
that elsewhere a so-called “ Patriotic Society ” has 
been under the undue influence of the makers of 
armaments — is liable to obscure the true significance 
of the major evil which the present system involves. 
I would state that major* evil in the following way : 

The investment of large sums of private capital in 
armament production creates a permanent and 
powerful vested interest, the participants in which 
all depend for their prosperity on the policy which 
Governments pursue in respect of armaments. By 
the nature of the case, the controlling representatives 
of this vested interest wield great financial power. 


APPENDIX 


259 


are brought by the necessities of their business into 
close contact with Government Departments, and 
generally possess or are able to establish close poli- 
tical connections. This vested interest constitutes 
a powerful force which inevitably favours the in- 
crease of armaments and opposes those policies 
which tend to diminish armaments and reduce the 
risk of war. It exercises this influence in all im- 
portant countries in a more or less open and in a 
more or less effective way. Its methods differ accord- 
ing to the ijolitical habits and practice of different 
countries. But whatever its methods, the effect is 
the same : the .steady pressure of an elaborately 
organised and financially powerful vested interest 
against policies which make for peace and in favour 
of the increase of armaments, whether there is poli- 
tical justification for such increase or not. 

This vested interest constitutes in some ways a 
veritable imperium in imperio. Its working was 
thus described in an official memorandum laid before 
the Admiralty in 1918 by a wdtness to whose evidence 
I submit that the Commission should attach high 
importance, namely. Admiral Lord Wester Wemyss, 
at that time First Sea Lord : 

“ 2. Apart from the moral objections to the 
present system, w'hich makes warfare a direct 
occasion of private gain, the system is attended 
by the inevitable consequence that the multiplica- 
tion of armaments is stimulated artificially. Every 
firm engaged in the iiroduction of armaments 
and munitions of any kind naturally w'ants the 
largest possible output. Not only therefore has 
it a direct interest in the inflation of the Navy 
and Army Estimates and in war scares, but it 
is equally to its interest to i5ush its foreign busi- 
ness. For the more armaments are increased 
abroad, the more they must be increased at home. 
This interrelation between foreign and home trade 
in armaments is one of the most subtle and 
dangerous features of the present system of private 
production. The evil is intensified by the existence 
of international armament rings, the members of 
which notoriously play into each other’s hands. 
So long as this subterranean conspiracy against 
peace is allowed to continue the possibility of any 
serious concerted reduction of armaments will be 
remote.” 

The opinion thus i)ut forward by Admiral Lord 
Wester Wemyss was the result of a long and close 
experience of the subject wdth which his memoran- 
dum dealt. His biographer, in explaining the pro- 
posals put forward in the memorandum which has 
been cited, writes as folloivs : — 

“ It was in a far different quarter that Wemyss 
believed the principal authors of the war were to 
be found. 

“ For years before its outbreak he had watched 
the baleful activities of the armament trusts; 
the manner in ivhicli they had, heavily subsi- 
dising the Press, influenced ijublic opinion in every 
country, stirring up strife and creating an 
atmosphere of hostility, ill-wdll and susxrioion be- 
tween nations. 

“ He had realized all the danger brought about 
by international armament rings who, playing into 
one another’s hands, had a direct interest in the 
inflation of navy and army estimates and in war 
scares; for the more armaments were increased 
abroad the more, obviously, had they to be in- 
creased. at home. 


“ To put an end to the era of destructive wars 
and help on the cause of disarmament would, he 
felt, be only possible by eliminating the element 
of private gain from the manufacture of arma- 
ments and thus make the waging of war no longer 
a source of private benefit.” 

8. It is sometimes said that whatever may have been 
true of certain firms in the past, the situation has 
been changed by the fact that the private enter- 
prises which now engage in armament manufacture 
also produce other “ peaceful ” goods, and that in 
fact the proportion of their output which consists 
of warlike goods is relatively small. From this it 
is argued that such firms have only a relatively 
minor interest in expanding their armament busi- 
ness, and that it is absurd to supijose that they 
trouble to take political or other action for the 
purpose. This argument is in particular aijplied 
to large combines such as Schneider, Du Pont, 
Bethlehem Steel, Vickers-Armstrong, or I.C.I. 

But no evidence is ever offered for the view that 
such big firms or combines make less effort to increase 
their armament business than they make to increase 
their other kinds of business. Nor is it explained 
how such firms can be content to earn no profits 
on the very considerable capital which they have 
locked up in the specialised plant required for the 
manufacture of many sorts of arms and ammunition. 
In fact no armament firm is ever content to earn 
no profits on its armament plant, or fails to protest 
when the necessity for so doing is imposed upon it. 

But the fact that armaments are now produced 
by great combines which also manufacture many 
other goods has a significance of a different 
kind. The “ armament firms ” proper which belong 
to these combines naturally and inevitably retain 
the desire to expand their armament business ; but 
the fact that through the combines their interests 
range far beyond their armament output, and that 
the combines sometimes embrace a considerable pro- 
portion of the whole industry of the country, greatly 
increases their power to wield an important influence 
in xjolitics and on the press. It is evident, indeed, 
that great corporations, with their wide financial, 
manufacturing and commercial activities and 
interests, with invested capital measured in tens, 
or it may be even in hundreds of millions of pounds, 
must be able to exercise an influence far greater 
than that of a company restricted exclusively to 
armament production. The wider and the more 
comprehensive the capitalisation in wdiich the 
original armament firms are now involved, the more 
comprehensive the services of banking, advertising, 
purchase of raw materials, manufacture of semi- 
finished goods (e.g. steel, etc.) w'hich the combines 
perform, the more powerful in influence they become, 
and the stronger they grow as a potential agency 
for iDolitical influence and propaganda. 

It stands to reason, indeed, that the financial and 
industrial power, and therefore the political 
influence, of a combine such as that of Schneider or 
Du Pont in the national life of their respective 
countries must be immense; and the power in Great 
Britain of groups, like I.C.I. and the combine con- 
nected with Vickers-Armstrong can hardly be less.* 


* For a list of the subsidiary companies under the 
control of Vickers-Armstrong, I.C.I., Schneider, Du 
Pout, see Annex A. 


CHAPTER III 

Government Responsibility for the System of Private Manufacture 


9. I do not desire to suggest that in endeavouring 
to promote their armament business the individuals 
who control what I have called the “ vested arma- 
ment interest ” are inspired by unpatriotic motives, 
or that personally they are more morally reprehen- 
sible than other classes of business men. On the 
contrary, I have been convinced by a study of their 
speeches and writings that most of them are without 
doubt highly patriotic men, inspired by a genuine 


desire to provide employment for their workers and 
to serve what they conceive to be the highest in- 
terests of their country. They genuinely believe that 
every increase in their business, however obtained, 
means an increase in the military strength and 
therefore in the security and welfare of their respec- 
tive national States. 

It is obviously absurd to exi^ect that these men 
should judge the ethics of armament manufacture 
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from tihe point of view of those who have had no 
connection with it. To the ordinary citizen, national 
defence is connected with the loftiest motives : with 
the sacrifice of his highest interests, including the 
sacrifice of his fortune, his happiness, and even his 
life, for the protection of his country. To the i>ri- 
vate manufacturer of arms these conceptions Como 
to be inextricably mingled with those of commercial 
interest. Not only so; hut by the nature of his 
business he is brought into the closest touch with 
many phases of the work of preparation for war, 
and is thus familiarised with ethical standards which 
are necessary in preparation for war, hut which con- 
flict with the standards of morality accepted by 
civilised communities in their daily life. 

Thus it happens that what seem to the ordinary 
citizen to be grave objections to the private manu- 
facture of arms, seem to the manufacturer himself 
to be an inevitable feature of his share in national 
defence. He is not conscious of the objections which 
other people feel, because he is unable to perceive 
that the morality of his business is on any lower 
plane that a good deal of the morality of war and of 
preparation for war, of which his business is a part. 

10. To say this is simply to argue that the private 
manufacturer is not responsible, and ought not to 
be made responsible, for the results of the system of 
Private Manufacture. The true responsibility lies 
with the Governments of the world, and with 
the ordinary citizens who have allowed those Govern- 
ments, not only to promote, but actively to 
encourage, the development of the system. 

It is not generally realised by many of those who 
have raised objections to the system of Private 
Manufacture how direct and how considerable is the 
responsibility of the Governments in this regard. 
The following facts deserve consideration : 


(b) In Great Britain ofifioial Government Com- 
mittees in 1887* and in 1907t reported in favour 
of the system of Private Manufacture, and of in- 
creasing the share of armament orders given to 
private firms. Ministers of State have frequently 
declared, as the Right Hon. Reginald McKenna 
declared in 1909, that great armament firms are 
“ a national asset ” and that if they did not exist 
the “ first duty of the nation would be to dis- 
cover them.” 

(c) By a systematic and carefully planned dis- 
tribution of orders, British War Departments 
have sought to increase the number of factories 
and establishments engaged in armament pro- 
duction. 

(d) They have paid and are still paying direct 
subsidies to ]5rivate firms for the maintenance of 
specialised armament plant. They have placed 
the results of armament research conducted with 
Government money at the disposal of private firms. 

(fi) Some Governments have on occasion 
approved or actually backed loans by their own 
nationals to foreign Governments in payment for 
arms purchased from their private manufacturers. 
There is one known example of the despatch of a 
warship, at the request of a private firm, on a 
special voyage to give a demonstration of artillery 
to the agents of a Government which was the 
potential client of that firm. 

if) Diplomatic support is given by the Embassies 
and Legations of virtually all arms-producing 
Powers to the agents of their private firms when 
they are seeking orders; on occasion this support 
is extremely active. 

(g) Military and naval missions have on occa- 
sion acted almost as the agents of their country's 
private armament firms, and it has been an 
almost general practice that they should co-operate 
very closely with such firms. 


(o) The War Departments of the most important 
Governments have gone as far as any advocate of 
the system of Private Manufacture in actively 
propagating the doctrine that the possession of a 
strong private armaments industry is an essential 
element of national defence, and that therefore 
every possible means should be used to increase 
the scale and output of that industry. War 
Departments have not hesitated to put forward 
this theory in official memoranda presented to 
Governments or to Legislative Commissions of 
Inquiry. And they have gone very far in acting 
on the doctrine which they preach. Indeed, in 
actual practice not only the machinery of the War 
Departments, but virtually the whole machinery 
of the State has been used to assist private manu- 
facturers to increase their business at home and 
abroad, and in this way the seal of official approval 
has been set not only upon the system of Private 
Manufacture, but by implication upon the business 
methods which private manufacturers have 
adopted. 


I have emphasised these facts— all of which can be 
substantiated by numerous historical examples — in 
the hope that the Commission will understand that 
in what follows I have no desire to attach personal 
blame to any individuals for the evils to which the 
system of Private Manufacture gives rise. Every- 
one who reflects upon the matter must regret pro- 
foundly that it should be possible in the twentieth 
century for such evils to occur ; but he will also 
recognise that they are not due to unscrupulous 
behaviour on the part of individuals, but are the 
natural result of a system for which Governments 
are responsible. He will further recognise that 
Governments are still actively promoting the de- 
velopment of this system, although it is founded 
on principles which are at variance with enlightened 
modern conceptions of morality and civilisation. 

* Committee presided over by Mr. John Morlev M.P. 

. 5116, 1887). 

t Committee presided over by Sir G. H. Murray 


CHAPTER IV 


Recent Examples of the Influence 

11. But in spite of- these important oonsidenations, 
it none the less remains true, as was said above 
that the existence of a powerful vested armament 
interest within the State is liable -to exercise a 
dangerous influence on the political life of individual 
nations and of the world as la whole, by stimulating 
an artificial pressure for increases in armaments, and 
by opposing an obstructive propaganda to the adop- 
tion of policies of organised peace and disarmament, 
from which alone international stability and 
prosperity can result. 

It would be easy to cite many proved historical 
examples of the way in which this dangerous in- 
fluence has operated. In this regard, ,as Admiral 
Lord AVester Wemyss* evidence shows, the period 
before the outbreak of war in 1914 deserves par- 
ticular attention. There is, indeed, only too much 
ground for his view that the vested armament in- 
terests played a part of firs-brate importance in 


of the Vested Armament Interest 

preparing and shaping the events from which wiar 
resulted. In his book “ Twenty-five Years ” the 
late Lord Grey declared that in his mature judgment 
the most important cause of that war was armament 
competition — the competition in land armaments 
between the Triple Alliance and the Triple Entente, 
and the competition in naval armaments between 
Germany and Great Britain.* The forces of fear, dis- 
trust and passion which created and quickened the 
development of that armament competition were 
without question greatly strengthened by the 
activities of the vested private interest in arma- 
ments. We cannot doubt that in making such a 
condemnation of their activities as that which has 
been cited above. Admiral Lord Wester Wemyss was 
moved by his memories of the activities of Krup)), 


Lord Grey of Fallodon, “Twenty-five Years”, 
vol, I, pp. 91-2. 
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which had been exposed in the German Reichstag 
by Herr Liebknecht in 1913; and of Mr. Mulliner, 
of the Coventry Ordnance Factory, which came to 
light when Mr. Mulliner’s diaries were published in 
the Times in 1910. To those w'ho have examined 
the history of the period with this in mind, it 
is difficult to doubt that the activities of sueh agents 
of the armament industrj' did much to create the 
forces by wdiich the pre-war movements for organised 
peace and disarmament were brought to nothing — 
for example, the Hague Conferences, the Anglo- 
German naval discussions, and Mr. 'Winston 
Churchill’s proposal for a “ Naval Holiday.” 

12. Of these and other instances drawn from pre- 
war history, adequate accounts have been published 
in books with which the members of the Commis- 
sion are no doubt familiar. It will, therefore, suffice 
to illustrate the argument which I venture to sub- 
mit to the Commission if I cite two recent examples 
of what I mean. 

13. The first is drawn from my personal experience 
at the Disarmament Conference in Geneva in 1932-33. 

For the success of that Conference the co-operation 
of the Governments of certain continental countries 
was essential. It was known that the Governments 
of those countries genuinely desired to reach an 
agreement and to make a first Disarmament Treaty, 
provided they could obtain adequate support from 
their public opinion at home. In this policy they 
were, of course, opposed by some sections of their 
General Staffs, by some elements in the Government 
Departments, and by some sections of opinion. The 
strength of this opposition w'as enormously increased 
by the consistent hostility of the vast majority of 
tiieir national press. From the opening of the pro- 
ceedings in Geneva most of their newspapers consist- 
ently and grossly misrepresented what took place in 
the Conference. They suppressed news; in their 
comments they tried to create a general belief that 
early and complete failure was both expected and 
desired by all important delegations; and in their 
editorial articles they bitterly attacked both the 
Conference itself and the policy of disarmament 
which it was seeking to carry through. 

This sabotage by the press w’as, in my belief, a 
rery important factor in delaying the work of the 
Conference, in exhausting the first wave of deter- 
mination to get results with which the Conference 
began, and in making it difficult for the Govern- 
ments in question courageously to take the major 
decisions which were required for the adoption of any 
scheme of disarmament. 

I have no absolute proof which I could submit 
in a court of law that this attitude of the news- 
papers in question was due to bribery or financial 
control by the vested armament interest; but I share 
the conviction of most impartial and well-informed 
observers with whom I discussed the matter at the 
time that this was the case. 

14. The second example which I wish to cite re- 
lates to the question of air disarmament, and the 
part played in relation thereto by the private arma- 
ment interests in Great Britain. For a variety of 
reasons it constitutes an extremely valuable illustra- 
tion of the argument I wish to lay before the 
Commission. Thus : 

(a) An agreement on Air Disarmament was of 
vital importance to the success of the Disarmament 
Conference, and therefore to the future strength 
and success of the League of Nations. As the 
present Prime Minister said while the discussions 
in the Conference were going on : “ All disarma- 
ment hangs on the Air.” 

(b) In the facts to w'hich I wish to draw the 
attention of the Commission there is no question 
of personal corruption or dishonesty, or of the 
ordinary evils generally connected with Private 
Manufacture. 

(c) It is impossible to doubt the patriotism and 
public spirit of the individuals who were respon- 
sible for the action which I will describe. 


{d) Their responsibility was lessened by the fact 
that they had the support and approval of the 
controlling elements of the Government Depart- 
ment — the Air Ministry — with which they were 
primarily concerned. 

(e) Yet, as I shall endeavour to show, the fact 
remains that the vested air armament interest in 
Great Britain, by means of a long-period cam- 
jjaign of propaganda, had succeeded in leading 
what I may perhaps call the organised air in- 
terests of the country — i.e., the pilots, other ranks 
of military and commercial air services, officials, 
writers on aviation in the Press, etc. — to believe 
that the policy of Air Disarmament was foolish, 
impracticable and detrimental to British interests, 
and that all measures by which it could be brought 
about were unworthy of consideration by serious- 
minded and patriotic citizens of Great Britain. 

(/) This campaign, resulting in the virtually 
unanimous opposition of the air interests to dis- 
armament, was a principal factor in defeating the 
success of proposals for Air Disarmament in the 
Geneva Conference. 

(g) The defeat of these proposals not only helped 
to cause the failure of the Disarmament Con- 
ference and thus to produce the present 
dangerous situation in Europe and throughout the 
world, but it also rendered a signal disservice to 
the vital interests of Great Britain, and in par- 
. ticular to the vital interests of British aviation. 

15. In support of this contention I venture to put 
forward in a summarised, and therefore in .what may 
seem a somewhat didactic form, certain conclusions 
based upon the prolonged debates among the air 
experts of many countries to whidh it was my duty 
to listen in the Disarmament Conference. 

(a) Civil aviation is still in its infancy. Up to 
the present time it has been exploited for the 
most part on a national basis by national organisa- 
tions working under national laws and restrictions 
of many kinds. In consequence those responsible 
for its development have tended to concentrate 
their attention principally upon short distance 
journeys. The advantage of aviation for short dis- 
tance journeys is not very great; for long distance 
inter-continental journeys, on the other hand, its 
advantage is overwhelming, and it is certain that, 
as the technique of aircraft construction and know- 
ledge of meteorological conditions and air naviga- 
tion are improved, the future of aviation for the 
transport of passengers, mails and freight for long 
distances ought to promise almost unlimited ex- 
pansion. Inter-continental air services, rendering 
to the world in at least a considerable measure 
the services which railway systems now render, for 
example, to the continent of Europe, would 
require a vast increase in the number of aircraft 
produced, in the number of pilots and other tech- 
nicians employed, in the scale of the aircraft in- 
dustry, and in the personnel of ground staffs and 
maintenance services. 

(b) To regard the immediate military develop- 
ment of aviation as more important than this long- 
period prospect of civil expansion is extremely 
short-sighted. It is true that at the present time 
the output of military aircraft is at least ten times 
that of civil aircraft. But although aircraft are 
a relatively cheap form of armament, and although 
it is probable that at the present rate of develop- 
ment the major Air Forces of the world may in a 
short period of years reach the scale of ten 
thousand first line machines, there is neverthe- 
less a limit to the taxable capacity of the peoples, 
upon which in the long run military expansion 
must depend. There is the further and much more 
important consideration that expansion on the 
scale already going on will rapidly create such an 
atmosphere of international distrust and strain 
that, as in 1914, the anxieties of the General 
Staffs will almost of themselves plunge Europe into 
war. With Air Forces of the magnitude now 
being planned, the destruction of that war will be 
such that, as the present Prime Minister has so 
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often said, western civilisation itself would prob- 
ably not survive the struggle. It may be particu- 
larly noted that one of the first objectives of air 
bombardment in that war would be the factories 
of the aircraft industry, and that owing to the 
nature of their product these factories take up so 
much room that they are exceedingly vulnerable 
to air attack and virtually incapable of effective 
protection. It is therefore exceedingly probable 
that the result of an outbreak of air war to the 
private manufacturers of aircraft would be a total 
loss of their capital investments. 

(c) Air warfare is, by common admission, a 
greater danger to the United Kingdom than to 
anj' other country in the world. 

(i) The danger of large-scale air attack de- 
stroys our island immunity from invasion. 

(ii) The vulnerability of merchantmen at sea 
to air attack makes our dependence on overseas 
supplies a deadly menace. 

(iii) Aerial torpedoes launched from aircraft 
operating behind smoke screens laid by aircraft 
constitute an as yet untested, but, none the less, 
a disturbing menace to the sea-power of the 
British navy. 

(iv) The danger to London and its docks of 
air bombai'dment is a greater threat to the heart 
of the British Empire than any blow which 
British Air Forces could possibly strike against 
any foreign Power. 

In other words, total Air Disarmament and the 
effective abolition of air warfare would be of 
supreme strategical adv'antage to Great Britain 
and the British Empire, and would so increase our 
national security that it would be worth almost 
any price we were called upon to pay. 

(d) But in fact the price which it would be 
necessary to pay to secure this strategical ad- 
vantage is one which would not damage British air 
interests in any way, but on the contrary would 
probably promote them. For the proceedings of 
the Disarmament Conference showed conclusively 
that the only method of securing Air Disarma- 
ment and the abolition of air warfare lies in the 
effective demilitarisation of all civil aviation, and 
in the acceptance of some regime of international 
control over commercial aviation. But the de- 
militarisation of civil aviation, and the removal 
of the present national restrictions upon inter- 
national flying, is the only means by which a big 
expansion of civil aviation can be hoped for. That 
is to say, the very measures which are required 
to give Great Britain immunity from the greatest 
single threat to the safety of the Empire are 
the measures which in themselves would open the 
way to the expansion of aviation as a world-wide 
service, linking the continents as railways link 
the provinces of national States to-day. 

(e) And British aviation has more to gain from 
this demilitarisation and denationalisation of 
flying than any other nation in the world. For : 

(i) As all experts are agreed, the geography of 
the British Isles militates again.st the large 
development of commercial aviation at home. 
Almost all other large countries have great 
advantages as against Great Britain in this 
regard. 

(ii) Air communications between Great Britain 
and the overseas dominions have to follow routes 
which make the present national restrictions 
upon international flying a severe handicap. 
The difficulties of establishing effective services 
to Africa and India furnish striking examples. 

(iii) In consequence, our present share of the 
commercial aviation of the world is far below 
the proportion which ought to result from the 
pre-eminent excellence of our national aero- 
nautical research, of our aeronautical engineer- 
ing, of our ground organisation, and of the 
flying-skill of our pilots. Any reasonable regime 
of international organisation • and control would 
remove this unfair handicap. 


16 . During the Disarmament Conference at Geneva 
in 1932 and 1933, total Air Disarmament and the 
abolition of air warfare was proposed by the delegates 
of a large number of nations. It entered the realm 
of practical politics after the speech made in the 
House of Commons by the present Prime Minister 
of Great Britain on lOth November, 1932. In pursu- 
ance of the policy of total air disarmament urged in 
that speech, the British Secretary of State for Air, 
Lord Londonderry, went to Geneva and secured the 
establishment of a special Air Committee of the 
Conference. The terms of reference of this Com- 
mittee were as folio, ws : 

“To examine the possibility of the entire aboli- 
tion of military and naval machines and of bomb- 
ing from the air, combined with an effective inter- 
national control of civil aviation.” 

In the course of the debates in this Committee the 
policy of total air disarmament was warmly sup- 
ported by France, Germany, Russia, Italy (subject 
to certain reserves which no doubt would have been 
waived if general agreement had been come to), 
Spain, Sweden, Belgium, Holland and other Powers. 
It was ultimately accepted also by the United States 
Government shortly after President Roosevelt came 
into office in March, 1933. The discussions of the 
General Commission of the Disarmament Conference 
showed that support among the smaller European 
Powers, among the South American republics, and 
other Members of the League was virtually 
unanimous. 

But it was always evident from the first day of the 
discussion that agreement for total Air Disarmament 
could not be reached unless far-reaching measures 
were also accepted to fulfil a condition laid down by 
Lord Londonderry in the following terms : “ Fro- 
vuled that there can/ he devised an effective scheme 
for the international control of civil aviation which 
ivill prevent all possibility of the misuse of civil 
aircraft for military p\t,rposes.” 

In the course of the debates the following measures 
were put forward and were very widely supported 
as essential for the fulfilment of Lord Londonderry’s 
condition : 

(u) The total abolition by international conven- 
tion of aerial bombing in all its forms. 

(6) What was loosely called the interna- 
tionalisation ” of commercial aviation, i.e., some 
regime of international organisation and control 
for commercial air lines, in particular the inter- 
national lines on which heavy aircraft are in use. 

(c) A system of international supervision and 
control for other kinds of civil aviation. 

(d) The establishment of some system of joint 
collective air action to prevent the misuse of civil 
aircraft for purposes of aggressive war. For this 
purpose the French Delegation proposed the 
establishment of a European International Air 
Police Force, and secured wide support for their 
proposal. Other delegates suggested that the case 
might be met by the joint training and co-opera- 
tion of small national contingents of military air- 
craft, maintained exclusively for the purpose of 
supporting the League of Nations in case of 
aggression. 

Broadly speaking, these measures secured the 
general acceptance of a large number of Powers, and 
particularly of European Powers, represented in the 
Disarmament Conference. The opposition to their 
adoption made by the German Delegation was 
formally withdrawn on 27th May, 1933. 

The opposition to all these measures was led by 
the British Air Delegates. Having listened to the 
discussions which took place, I venture to express the 
view that it was the obstruction of the British 
technical experts to the adoption of any practical 
plan for the four purposes mentioned above which 
was principally responsible for the failure of the 
Disarmament Conference to secure total Air Dis- 
armament. I have heard the opinion expressed by 
many impartial observers that if the British air 
experts had been fighting for a disarmament solu- 
tion as hard as they were fighting against it, the 
success of the Conference in this matter would have 
been certain. 
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How near the Conference was to reaching success, 
and how strenuous was the opposition of the British 
technical experts, has been explained by no less an 
authority than the then Secretary of State for Air 
himself. Lord Londondei'ry : 

“ In 1932 the Disarmament Conference 
assembled, and almost its earliest discussions were 
centred around the possibility of the total aboli- 
tion of air forces or at least of the abolition of the 
artillery of the air, the bombing aeroplane, which 
is the weapon which is the distinctive arm of the 
Air Force and to which it owes its separate 
existence. 

“ Through that |)eriod, difficult for any Air 
Minister and particularly for one who, like my- 
self, has always been convinced of the prime im- 
portance of the maintenance of an effective air 
arm to the security of this country, I kept im- 
pressing upon my colleagues and upon the country 
generally the vital nature and place of the Royal 
Air Force in the scheme of our defences. I had 
the, utmost difficulty at that time, amid the public 
outcry, in preserving the use of the homhing aero- 
plane, even on the frontiers of the Middle East 
and India, where it is only owing to the presence 
of the Air Force that we have controlled these 
territories without the old and heavy cost in blood 
and treasure. I felt certain that when the ideals 
of abolition were examined practically they would 
he discovered to be inapplicable in the state of 
the world to-day. We could not put the clock 
back." (Hansard, House of Lords, 22nd May, 
1935, Col. 1017.) 

17. It is, of course, true that Lord Londonderry, 
in making this speech and in allowing his air experts 
in Geneva to obstruct all practical proposals for 
dealing with the danger that civil aviation might 
bo used for aggressive purposes, was acting as Secre- 
tary of State, and therefore with what may at least- 
be called the permissive authority of the Govern- 
ment. In so doing he was certainly not fulfilling 
the desires of the British people, as subsequent 
evidence has clearly shown. But he was — and this 
is the i)oint to which the attention of the Com- 
mission is respectfully directed — representing the 
overwhelming majority of what I have called the 
“ organised air interests ” of the country. 

Among these interests there were notable ex- 
ceptions of distinguished aviators who had held 
positions of high responsibility, and who publicly 
expressed themselves in favour of the policies neces- 
sary to secure Air Disarmament. But, broadly 
speaking. Lord Londonderry had the full support of 
all the air interests in the United Kingdom — whether 
in Government service, in commercial work, in the 
private aircraft firms, or among the experts who write 
about aviation in the press. Unless this had been 
true — if, that is to say, there had been a strong body 
of technical air opinion supporting and explaining 
to the country the irlans for securing Air Dis- 
armament put forward at Geneva — it would, in the 
state of opinion then existing, have been impossible 
for Lord Londonderry to authorise his experts to 
act as they did. In other words, it is virtually 
ceitain that, so far as this country at least is con- 
cerned, Mr. Baldwin’s policy, had it received the 
vigorous support of even a considerable section of 
the “ organised air interests ”, would have 
triumphed in this country, and, as has been argued, 
in Geneva also. 

17a, The opinion of the “organised air interests”, 
and the short-range view they took of the importance 
of aviation in the development of civilisation, was, 
in a considerable measure at least, formed by the 
work of two kinds of agency : — 

(a) Some of the more widely read of the 
periodical journals which are devoted to aviation. 

(b) The so-called “ Patriotic ” Societies which 
have devoted themselves to iireaching the neces- 
sity of “ Air Power ” to British opinion, and to 
promoting the interests of aviators and the air- 
craft industry in various ways. 
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18. The periodical journals have an immediate 
short^period vested interest in the ex,pansion of mili- 
tary aviation — at least so long -as Government pur- 
chases of military machines constitute the (principal 
market for the aircraft industry. One of them has 
declared in an editorial article that it could not live 
without the aircraft industry, which in its turn lives 
by its sales of war machines. A perusal of the pages 
of these journals shows that without the advertise- 
ments of military machines which they receive from 
private manufacturers, they might find it difficult 
to carry on. 

The periodical journals in question have, for a 
long time, consistently attacked the policy of Dis- 
armament in all its forms. They have attacked all 
the proposals for the international control of civil 
aviation, by which the abolition of air warfare might 
be obtained; they have vigorously resisted the aboli- 
tion of aerial bombardment ; some of them have 
attacked the League of Nations and all policies of 
international co-operation ; one at least has con- 
sistently preached the certainty of another world war 
in a comparatively early future; some of them have 
strongly supported the system of Private Manufac- 
ture and have attacked the jjroposals for its aboli- 
tion. They have thus helped to create a general 
belief in the minds of their readers that all policies 
of international organisation and co-operation are 
utopian, unpatriotic and dangerous. 

19. There have been at different times several 
“ Patriotic ” Societies which have concerned them- 
selves with teaching British opinion the value of 
“ Air Power,” and with emphasising the weakness 
of our present Air Forces in comparison with those 
of other States. During the Disarmament Con- 
ference their activity was particularly intense; they 
organised a campaign against the abolition of aerial 
bombing; they attacked disarmament in all its 
forms; and for many years before the menace of 
German air re-armament had begun they urged 
great increases in the size of the British Air Force. 
They have always shown particular anxiety concern- 
ing the interests of the iirivate manufacturers of 
military aircraft, and they have sometimes inter- 
vened officially with Government Departments on 
their behalf. There is considerable evidence for the 
view that the financial and other connections of 
these “ Patriotic ” Societies with the private manu- 
facturers of military aircraft have been close enough 
to prove decisive in determining the policy which 
the societies pursued. 

20. It is respectfully submitted for the considera- 
tion of the Commission that the persistent pro- 
paganda of these journals and organisations, con- 
ducted over a long period of years, played a great 
part in converting the “ organised air interests ” 
of Great Britain to the view that the real im- 
portance and real future of aviation lay in pre- 
paration for war, rather than in preparation for 
peaceful international co-operation ; and that the ex- 
pansion of British military air forces was the 
supreme purpo.se which all “ air-minded ” patriots 
should at all costs strive to attain. It is further 
submitted that in so doing these journals and 
organisations played a considerable part in defeat- 
ing the policy which Mr. Baldwin laid before the 
world in his speech of 10th November, 1932, and 
which, as Lord Londonderry has said, came so near 
to success at the Disarmament Conference six 
months later. 

The above facts have been set out at such great 
length for the reason that they appear to me to offer 
a unique, but little noticed, example of what I have 
called the “ major evil ” of the existing system of 
Private Manufacture, namely, that it creates a per- 
manent vested interest which leads men of high 
probity and public spirit to exert a continuous and 
sometimes exceedingly influential pressure against 
the policies of organised peace and disarmament, 
and in favour of armament increases of different 
kinds. 
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CHAPTER V 

The Basic Principles of Armament Policy : International Anarchy and 
Organised Disarmament and Peace 


21. I have argued above that the sj'stem of Private 
Manufacture of Armaments is one for which Govern- 
ments, and therefore the peojjles of the civilised 
countries as a whole, are responsible, and that it 
is foolish and unjust to saddle the private manufac- 
turers with special blame for what they do to in- 
crease the sales of their goods under competitive 
conditions similar in many regards to those of other 
industries. 

I desire now to call the attention* of the Commis- 
sion to some of the basic principles which His 
IMajesty’s Government ought to bear in mind in 
formulating their policy concerning Private Manu- 
facture. 

22. The purpose of national armaments in the 
modern world, as determined by international 
treaties, is to preserve peace and to secure the safety 
of national territories from invasion. 

23. In seeking to fulfil this purpose. Great Britain 
has associated itself with 56 other nations in estab- 
lishing the collective system of the League of Nations 
Covenant and the Pact of Paris for the Renuncia- 
tion of War. Under this system : 

(а) Conquest is abolished by the guarantees of 
Article 10 of the Covenant. 

(б) War is forbidden “as an instrument of 
national policy (Articles 12-15 of the Covenant: 
Pact of Paris.) 

(c) Machinery, procedure and law are provided 
for the pacific settlement of international disputes. 
(Articles 12-15 of the Covenant; Kellogg Pact; 
Permanent Court of International Justice; Op- 
tional Clause; General Act.) 

(d) Disarmament by international agreement to 
the lowest point consistent with national safety 
and international obligations is enjoined. (Article 8 
of the Covenant.) 

(e) Full publicity with regard to armaments is 
enjoined. (Para. 2 of Article 8 of the Covenant.) 
(It has been shown that in practice this must in- 
volve international inspection, if the obligation is 
to be effectively observed.) 

(/) Collective action by all Members of the 
League is enjoined against any State which dis- 
turbs international order by resort to aggressive 
war. (Articles 16 and 17 of the Covenant ; Locarno 
Pact.) 

24. Unfortunately the provisions of Article 8 of 
the Covenant have not yet been fulfilled, and so far 
as armaments and armament policy are concerned, 
Governments are not yet basing their policy upon 
the principles of the collective system by which in 
law they are bound. 

On the contrary, with regard to armaments they 
are still pursuing the policies of what has been 
called the “ international anarchy ” of the pre-war 
period. This anarchy leads almost automatically to 
armament competition and to the formation of armed 
alliances. As the armament competition between 
rival groups becomes more acute and more dan- 
gerous, it means that in practice Governments must 
subordinate almost every other consideration of 
national policy to prospective military advantage; it 
means that diplomacy must, in considerable measure, 
be founded not only upon the principle “ my 
country, right or wrong ”, but upon the still more 
pernicious principle of “my alliance, right or 
wrong . This principle is not only inconsistent 
with, but is utterly destructive of any organised 
system of international law and order. 


As I have said, the great majority of nations are 
legally bound by the obligations of the two treaties 
analysed above; and the Governments have by no 
means abandoned their attempt to make the collec- 
tive sj’stem a reality. On the contrary, responsible 
members of the most important Governments have 
recentl 3 ' declared that it is more essential than ever 
that the nations should uphold the Covenant in order 
that by so doing they may ibe able to arrive at effec- 
tive disarmament agreements. But since such agree- 
ments have not yet been made, every Government 
feels itself obliged to apply in armament policy the 
principles of the system of international anarchy. 
In some w'ays (e.g., in respect of scientific research 
for the “ improvement ” of armaments) the armament 
competition and the dangers ivhich it involves are 
far greater than in the pre-war period. There are 
many signs of a return to the old policy of alliance 
and counter-alliance, and espionage has never been 
more active than at present. 

25. It is plain that the merits of the problem of 
the Private Manufacture of armaments may differ 
considerably under these two systems. 

Private Manufacture is certainly open to objection 
on moral grounds; but it is difficult to maintain that 
it is ethically more reprehensible than the rest of the 
sj’stem of international anarchy, i.e., armament com- 
petition, and the espionage and power-diplomac.y to 
iViiich ainiament competition obliges Governments to 
resort. So long as foreign policy is founded upon the 
expectation of war and the pursuit of militarj' advan- 
tage in war, then the moral aspects of Private Manu- 
facture will remain of secondary' importance. 
Similarly, from the technical point of view', the re- 
moval of the “ evils ” of Private Manufacture would 
be far simpler under a disarmament system, while 
from the political and strategical points of view some 
people would certainly argue that, w'hile Private 
Manufacture may be an unhappy necessity under 
conditions of international anarchy, it would be 
dangerous and undesirable to retain it under a 
sj'stem of international disarmament. 

In other words, the conditions of the two rival 
systems of international anarchy and organised collec- 
tive peace and disarmament differ so fundamentally 
that it rnay clearly be possible that measures for 
dealing with Private Manufacture which ought to be 
adopted iinder the one system may be undesirable 
or impossible under the other. 

26. In the evidence which follows I propose to 
argue that even if His Majesty’s Government are un- 
able in the near future to secure an international 
treaty for the Reduction and Limitation of Arma- 
ments, including a stringent system of supervision 
and control, it w'ill nevertheless be to the advantage 
of the nation that they should abolish Private Manu- 
facture of armaments on British territory. I venture 
respectfully to suggest, however, that even if the 
Commission should not find it possible to accept this 
conclusion, they should nevertheless consider, as a 
separate problem, wlhether, when disarmament is 
finally brought about. Private Manufacture should 
not then be abolished. 

In other w'ords, I submit that the Commission 
should consider the problem of armament manufac- 
ture on two hypotheses : 

(а) That of a collective system of the kind which 
His Majesty’s Government is endeavouring to 
create, including a Disarmament Treaty, full pub- 
licity for armaments, and international supeivision 
and control; and 

(б) The conditions of international anarchy upon 
which armament policy at the present time is in 
fact determined ; 

and that they should make recommendations for 
action by the Government appropriate to the differ- 
ing conditions which these two hypotheses involve. 
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CHAPTER VI 

How to deal with the “ Evil Effects ” of Private Manufacture : 

Abolition or Control? 


27. If it be admitted tliat tlie authors of the 
Covenant were right in declaring that the system of 
Private Manufacture is “ open to grave objections,” 
and that measures should be adopted to eradicate the 
“evil effects” to which it leads; or even if only a 
prima facie case for this view can be made, every 
right-minded person, including certainly those 
engaged in the manufacture of armaments them- 
selves, must ardently desire that adequate measures 
should be taken to sujipress these evil effects. As 
the terms of reference of the Commission show. His 
Majesty’s Government evidently desire that the 
Commission should make all useful proposals to 
this end. 

Broadly speaking, the proposals so far put forward 
fall under two broad headings : those for what is 
loosely called control, and those for the abolition, 
of Private Manufacture. 

28. The word “ control ” is loosely used to describe 
widely differing kinds of systems. 

(o) Some people who use it mean nothing more 
than the acce;ptance by all nations of the system 
now in force in Great Britain, namely, that arms 
and ammunition must not be exported without the 
previous granting of a Government licence. There 
are those who claim that if this system were inter- 
nationally adopted, the evils of Private Manu- 
facture would be effectively prevented. 

(b) Others have used the word “ control ” to 
mean something more ambitious. They have 
usually taken the Convention of 1931 on the Manu- 
facture of and Traffic in Dangerous Drugs as the 
model for the system they propose. Under that 
Convention, they point out, each signatory State 
is allowed a limited annual supply of various drugs 
for its “ legitimate scientific and medical require- 
ments.” Thus the total legitimate world demand is 
officially determined. This demand is met by th^ 
various private drug factories in the nine or ten 
countries which rank as “ Producing States.” 
These factories both supply their home markets 
and export the drugs required by non-producing 
States. No factory may manufacture drugs at all 
without a licence from its Government; nor may it 
export drugs without a further licence, specifying 
the jjermitted quantity and the destination to 
which the drugs are sent. Copies of all these 
licences must be furnished to the Secretariat of 
the League of Nations, for examination by the 
League Central Board. All factories are subject 
to close national inspection, and their total product 
is carefully controlled. Combined with the inter- 
national control of the League Central Board, 
this system of licences land inspection ensures, it 
is maintained, that drug production does not ex- 
ceed the total of legitimate world requirements, 
thus the illicit trade in drugs is dried up at its 
source. 

A similar system, it is argued, could be estab- 
lished for the Manufacture of and Traffic in Arms. 
The Disarmament Convention would establish the 
world’s total “ legitimate requirements.” A 
system of licences and inspection, under the con- 
trol of the Permanent Disarmament Commission, 
would ensure that this total is not exceeded. 
Since the Disarmament Treaty itself would forbid 
armament expansion beyond permitted limits, the 
evils of private firms’ solicitation for orders would 
be removed. And as for illicit traffic, it is main- 
tained that while smuggling of drugs may be easy, 
the smuggling of Arms and Munitions is very hard. 

(c) Others who advocate control have gone even 
further in what they demand. The United States 
Government, for example, have put forward in 
Geneva a Draft Convention, the merits of which 
have been explained to the Commission by Miss 
Kathleen Courtney. If this Draft Convention had 
been adopted, it would have involved not only 


national Government licences for the manu- 
facture, export and import of arms, together with 
the publication of all armament orders before 
their execution ; it would also have meant a system 
of international inspection and control of all 
armament factories. 

(cZ) Yet others have proposed the establishment 
of a National Arms Board, with a monopoly of 
the distributive trade in arms, both for home 
Government consumption and for export. Although 
this proi>osial is sometimes put forward as an 
alternative to the abolition of Private Manufac- 
ture of Arms, it yet goes so far beyond what is 
ordinarily meant b 5 ' control, that it hardly falls 
within the discussion of this present chapter. 

29. It is plain that systems of control such as 
that contained in the Convention on the Manufac- 
ture of and Traffic in Drugs, or in the Draft Con- 
vention irut forward by the Government of the 
United States, would considerably reduce the present 
unhampered freedom of the armaments trade. 
Moreover, if a system of licensing and control rvere 
founded upon and linked to the principles of the 
Covenant and the Pact of Paris, it might serve a most 
important purpose. For it would then become a rule 
of national policy that no licence should be granted 
for the export of arms to States engaged in aggres- 
sive war in violation of the Covenant and the Pact, 
or to States whose disputes were subject to the con- 
sideration and adjudication of international 
tribunals. Indeed, such a rule would seem to be 
the logical result of the acceptance by a Member of 
the League of any system of Government licence 
for armament exports, since, as the United States 
Government has pointed out, licensing of exports 
establishes the principle of full Government responsi- 
bility for the despatch of arms even from private 
sources, and thus implies Government approval of 
the purpose for w'hich the exported arms are to 
be used. 

I will later suggest that the Commission would do 
well to recommend to His Majesty’s Government 
the adoption of a stringent system of control on 
the lines proposed in the United States Government’s 
Draft Convention; and that this system should be 
operated on the basis of the principle just suggested, 
namely, that the export of arms should never be 
allowed to States who may be engaged in preparing 
aggression, or who have actuall 5 ' violated their inter- 
national engagements by resort to aggressive war. 

30. But it is difficult to see how any system of 
control of the kind now under discussion (not, of 
course, including the proposal for a National Arms 
Board) can remove the evils of Private Manufacture 
referred to above. How can the British Govern- 
ment, for example, before it issues an export licence, 
ascertain that the order for the arms to be ex- 
ported has not been obtained by bribery and corrup- 
tion of the officials of some foreign State? How 
can they be certain that the agents of co-operating 
armament firms have not agreed to “ play one 
country off against another ”? How can they, by a 
licensing system, ensure that those who control 
private armament firms shall not also control news- 
papers in their own and foreign countries ? How 
can they ascertain that agents of armament firms 
have not “ disseminated false reports concerning the 
military and naval programmes of various countries 
in order to stimulate armament expenditure”? 
How can they ensure that the firm seeking the 
export licence does not form part of an international 
trust or combination? 

It ds difficult to resist the conclusion that those who 
urge that “ control” is adequate, or who simply advo- 
cate the general adoption of an export licence system 
such as that which Great Britain to-day enforces, 
are not really convinced that there are any con- 
siderable evils in the present system which need to 
be removed. 
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31. It iSj indeed, evident, whatever the advocates 
of control may say, that no system of licensing and 
supervision can in itself remove the real cause of 
the major evil of the present system, namely, the 
fact that a large number of influential people with 
important industrial, social and political connec- 
tions and with large financial resources at their dis- 
posal are, by the nature of their business, driven to 
.work for the increase of existing armaments. Under 
any system of control, however stringent, the profit 
motive will continue to operate. 

32. In the first place, it is plain that unless the 
system of control is combined with an international 
agreement on disarmament, i.e., for the qualitative 
and quantitative reduction and limitation of the 
stocks of arms which nations are permitted to possess, 
the profit motive will have a free field for its opera- 
tion exactly as it has to-day. Those who make and 
sell armaments will continue to seek new contracts, 
and the system of “ control ” will place no restric- 
tions upon Governments in giving orders whenever 
the agents of private firms can persuade them that 
their countries require greater quantities or new or 
better qualities of arms and ammunition. 

33. But it may appear at first sight that if the 
system of “ control ” were combined with an inter- 
national treaty for the reduction and limitation of 
armaments, then it would suffice to remove the un- 
fortunate effects of the profit motive. And no doubt, 
if it were honestly applied, such a combined system 
of disarmament and control would severely hamper 
the operation of the profit motive, since it could not 
fail to check the increase of armaments which private 
manufacturers desire. It would moreover greatly 
assist the Governments in checking what have been 
called the “ minor evils ” of the private trade in 
arms, i.e., the illicit traffic with backward and un- 
civilised parts of the world. In this way, if generally 
adopted and combined with an adequate system of 
publicity and control, it might prove of real assist- 
ance to the British army in preventing costly out- 
breaks of disorder on the remoter frontiers of the 
Empire. The system could be made more effective 
if evasion of the prohibition to export without licence 
were punished by the subsequent withdrawal of all 
British Government orders from the offending firm. 

34. But even under a Disarmament Treaty, the 
profit motive would in some degree continue to 
operate, and what may be called the inherent dis- 
advantages of Private Manufacture would appear. 
Thus: 

(o) The private armament firm would have, 
under a system of armament limitation and inter- 
national control, an enhanced incentive to recoup 
the diminution of profits which reduction of arma- 
ments must cause by indulging in illicit produc- 
tion and trade. How true this is has been proved 
by the Central Drugs Board, which has discovered 
illicit traffic on the largest scale. 

It is true that arms and munitions are harder 
to smuggle than drugs; but there has been enough 
“ gun-running ” in modern times in Ireland, 
China, the Riff, the Persian Gulf and elsewhere 
to prove that Governments cannot always prevent 
it, however hard they try. 

(b) Private firms would likewise have an 
enhanced incentive to establish new arms factories 
in countries where the administration is incom- 
petent or corrupt, and where, in consequence, the 
system of control would be less effective. Drug 
manufacturers have proved how real is this danger, 
by establishing factories in such countries. The 
danger would be increased in respect of arms by 
the absence of publicity in countries which are not 
governed by the methods of Parliamentary 
democracy. 

The uncontrolled production of arms in such 
countries might constitute a serious menace to 
international peace, particularly on the remote 
frontiers of the British Empire. 


(c) The danger of such abuse would be greatly 
increased if the Disarmament Convention failed to 
impose the strictest quantitative limitation upon 
arms of every kind. Indeed, even if a strict 
quantitative limitation is imposed, the control of 
that quantitative limitation of small arms, air- 
craft, and other weapons will present the Per- 
manent Disarmament Commission with serious 
problems. These problems would be far harder to 
solve if scores of private armament firms through- 
out the world were actively engaged in trying to 
mislead the Commission’s agents and defeat their 
efforts. 

(d) The private firms would have an enhanced 
incentive to expand their diminished market by 
qualitative improvements in the arms they sell. 
The firms would be continually endeavouring to 
persuade their own and foreign Governments that, 
without exceeding their respective qaiantitative 
limits, they could increase their strength by scrap- 
ping their existing permitted weapons, and by 
substituting new and better models. 

The continual application of scientific invention 
to armaments, and the unending stream of new 
and Improved weapons which the private firms 
already, produce to-day, show that this danger is a 
real one. 

(e) The private firms have every incentive to 
arm a Government which is engaged on, or which 
is preparing, an aggression. 

The fact that this aggression may involve a 
flagrant violation of international law and justice 
is of no importance to the private firms, whose 
sole concern is to do as much business as they can. 

Advantages of State Monopoly under a Disarmament 

Treaty. 

35. The disadvantages of Private Manufacture just 
described all arise from the fact that private 
capitalists engaged in arms-production must 
necessarily have a private interest — namely, in- 
creased profits — which would make them seek to 
induce Governments to spend more and more money 
on armaments, even if to do so the Governments must 
circumvent or defeat the purposes of the Disarma- 
ment Convention. 

36. But this private interest w'ould be in evident 

conflict with the public interest of the nation as a 
whole. For it would be the overwhelming interest 
of the nation — and particularly of a nation like ours, 
which desires always to fulfil its international 
obligations — that the Disarmament Convention 

should be scrupulously observed. It follows 
that if a Government abolished Private Manu- 
facture and established a State monopoly of arma- 
ment production, its interest would always lead it 
to exactly the opposite result from that produced 
by the interest of private armament firms. 

37. For example: — 

(n) A Government must always desire that 
foreign Governments should not secretly exceed the 
limits of their permitted armaments under the 
Disarmament Convention ; for every violation of 
these limits will reduce its own relative strength 
as compared with the Governments which are 
guilty of such violation. 

(b) On the assumption that foreign Governments 
are observing their disarmament obligations, a 
Government must always desire that its own 
national defence should lay the lowest possible 
burden upon the taxpayer. The Government has 
no motive for increasing expenditure, but exactly 
the reverse. 

(c) A Government can have no conceivable 
interest in establishing illicit arms factories in 
countries where the administration is incompetent 
or corrupt. It is its evident interest, indeed, that 
no such factories should be established. 

Under a system of state monopoly, moreover, 
there would be no trained personnel at the dis- 
posal of private capitalists to be placed in charge 
of such illicit enterprises. The Government would 
naturally prohibit its own employees, under 
.severe penalties, from taking service abroad. 
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(d) A Government can have no interest in 
“ qualitative improvement ” in existing arma- 
ments. 

To “ improve ” its own armaments must add to 
the burden of its unproductive expenditure, and 
must involve the risk that other Governments will 
follow suit in a new qualitative competition. 

To sell “ improved ” arms to the Governments of 
other States would obviously be to add to their 
relative military strength at its own ex^jense. 

(e) A Government can have no interest in arm- 
ing a foreign state that is engaged on, or is pre- 
paring, an aggression. On the contrary, its over- 
whelming interest is that world law should he 
everywhere observed. 

38. Quite apart from the question of interest, it 
is inconceivable that a Government should take the 
responsibility of arming an aggressor or indulging 
in illicit trade. The risks of exposure would be in- 
tolerably great. The anxiety of the Italian Govern- 
ment to disclaim responsibility for arming Hungary 
a few years ago, is proof enough. It may be asserted 
with the utmost confidence that, if there had been 
no ijrivate armament firms in the world, Japan 
would have received no arms from abroad to assist 
her in her recent aggression against China, and that 
the Governments of Bolivia and Paraguay would not 
have received the arms from abroad without w'hich 
their war in the Chaco could not have been 
conducted. 

38a. The unfortunate results of the profit motive 
could, perhaps, be further mitigated if the system 
of control wmre extended beyond the proposals for 
licensing, publicity of orders, and international in- 
spection, which are all that have been hitherto 
officially suggested. If, for example, private arma- 
ment firms were subjected to the kind of measures 
now imposed on Public Utility concerns, whereby 
their profits are limited either directly or by fixing 
maximum prices, the private manufacturers of arms 
would have both less reason and less freedom to 
seek to circumvent or defeat the provisions of a 
Disarmament Treaty. 

The successful working of any such plan would, 
of course, require full publicity of the correspondence 
and accounts of the private armament firms, and a 
stringent system of government inspection of 
factories, stocks, etc. 

It can hardly be hoped that this plan would serve 
the public interest in regard to prices as well as the 
system of Government monopoly. For the adminis- 
trative expenses of control w'ould be considerable, 
while in fixing maximum prices a certain margin 
would always have to be allowed to the i^rivate 


manufacturer. Thus unless the manufacturing 
methods of Government establishments were definitely 
less efficient, prices under such a system of control 
would tend to be higher. 

38b. This plan of what I have called “ Public 
Utility Control ” would deserve more careful con- 
sideration if it had been officially put forward as an 
alternative to the abolition of Private Manufacture. 
And although it has not yet been officially proposed, 

I would venture respectfully to urge that if the 
Commission decided that it was impossible for 
them to recommend the abolition of Private 
Manufacture, at least so long as the conditions of 
present-day international anarchy endure, it might 
be desirable that they should recommend as an 
alternative this system of “ Public Utility ” control. 
If, combined with the other measures of licensing, 
inspection, etc., described above, this plan would 
certainly be of great value in mitigating some of the 
evil effects of the present system. 

Conclusions. 

39. But even if “ control ” were thus extended to 
include the fixing of prices or the limitation of the 
maximum rate of profit, it would still remain true 
that the private manufacturers of arms would have 
an interest to increase their sales. For that reason 
no system of control can wholly eliminate the social 
and political objections to the system of Private 
Manufacture. And so far as the other measures of 
“ control ” (i.e. licensing, inspection, etc.) hitherto 
discussed by Governments are concerned, I respect- 
fully submit to the Commission that the considera- 
tions put forward above justify the conclusion that 
no such system can suffice to remove the major 
“ evil effects ” of Private Manufacture. 

I submit : 

(a) that under conditions of international 
anarchy such measures of licensing, etc., would 
obviously be wholly inadequate to the requirements 
of the situation ; 

(b) that even if they were combined with a 
system of international disarmament and super- 
vision, the working of the ijrofit-motive would 
remain, in the ways described above, a serious 
weakness. 

I submit, therefore, that there is a prima facie 
case in favour of the abolition of Private Manu- 
facture and of its replacement by a Government 
monopoly of the production of arms. I submit that 
this prima facie case ought to determine the main 
findings of the Commission, unless the Commission 
are convinced that there are important practical 
advantages in the system of Private Manufacture, 
or important practical difficulties in its abolition. 


CHAPTER VII 

The Alleged Advantages of a System of Private Manufacture 


39a. I venture, therefore, to submit to the 
Commission the following examination of the alleged 
advantages of Private Manufacture and of the 
alleged difficulties involved in its abolition. For this 
purpose I have based my argument upon the con- 
tentions put forward by Government advocates of 
Private Manufacture in Parliamentary Debates, and 
in other official pronouncements on the subject. 

39b. For greater convenience, I will arrange these 
contentions under the following headings : — 

(1) The general advantages of industrial and 
commercial competition and of the profit-motive in 
the production of arms. 

(2) The comparative prices charged to the 
national exchequer for armaments produced respec- 
tively by Government establishments and by 
private firms, i.e. the alleged heavy cost of the 
abolition of Private Manufacture. 

(3) The advantages of progress in invention and 
design due to private enterprise and competition. 


(4) The advantages of an export trade in arms. 

(5) The increased capacity to expand national 
armament production in time of war alleged to 
result from the system of Private Manufacture. 

(6) The difficulties of defining “ armaments ” for 
the purposes of the abolition of Private Manu- 
facture. 

(7) The difficulties of foreign trade under a 
system of Government monopoly: i.e. neutrality; 
the position of the smaller non arms-producing 
States ; the supply of arms to Great Britain from 
foreign governments in time of war. 

(8) The technical difficulties involved in the 
nationalisation of the armament industry. 

Finally, I will conclude this Statement of Evidence 
with a summary of the recommendations which, I 
respectfully submit, it is desirable that the Commis- 
sion should make to His Majesty’s Government. 
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CHAPTER VIII 

The General Nature of the Alleged Advantages of the System of Private Manufacture 


Competition and the stimulus of private gain. 

40. The general advantages which are alleged to 
be inherent in the system of Private Manufacture, 
as the result of the stimulus of competition and profit 
which it provides, have been admirably stated to 
the Royal Commission by an earlier witness, who 
has had wide experience of armament production in 
the service both of the Government and of private 
firms. In his Statement of Evidence, Sir Eustace 
Tennyson d’Eyncourt said: — 

“ The aspect of this question to which I 
specially wish to draw attention is the necessity 
of ensuring that war material should be of the 
best and most efficient design and construction. 
That this is a necessity is obvious, whatever the 
decision on the question of limitation of armaments 
may be ; although it may be argued that the more 
limited the quantity the better still should he 
the quality. 

“ Having had experience with establishments 
manufacturing armaments, and with government 
departments, for nearly 50 years, I have been in 
a position to form an opinion on the subject; and 
as the result of the most careful study of the 
question, my considered opinion is that to abolish 
the private manufacture of arms altogether and 
put the whole thing under Government control 
woidd certainly not make for efficiency. 

“ There are many reasons for arriving at this 
opinion. 

“ With private firms, not only is there competi- 
tion between one firm and another — whether in 
the case of home firms against one another, or 
British firms versus foreign firms — but there is a 
strong incentive to individuals to find some new 
and improved devices which will not only help the 
firm foi‘ whom they work but will also improve 
their personal position with that firm. This is a 
consideration which does not exist to nearly the 
same extent in government departments.” 

41. Before considering Sir Eustace d’Eyncourt’s 
claims concerning “ efficiency ” and the advantages 
of “a strong incentive to individuals ”, it may be 
useful to examine the more important part of his 
statement — that which relates to ‘‘ competition be- 
tween one firm and another, whether in the case 
of home firms against one another, or British firms 
versus foreign firms.” 

It is necessary to begin by inquiring how far there 
is any real competition in the armament industry. 

42. First, what competition is there in the home 
market of an arms-producing country, e.g., in Great 
Britain? 

Plainly competition does not work in the business 
of arms-production as it does in other departments 
of industry, for the practice of Government limits 
its operation in two important ways. 

42a. First, it is an accepted principle of policy 
that the arms manufacturing capacity of Great 
Britain — i.e., the actual output of arms in time of 
peace — should be increased to the utmost possible 
extent. It follows that the Government must inir- 
chase all its arms from home producers. This has 
been declared in Parliament by Ministers of the 
Crown to be the accepted policy of all the Service 
Departments and, as reference to the relevant 
official statistics will show, there is virtually no 
import of arms into Great Britain. That is to 
say, there is no foreign competition of any kind. 
The same is true of all arms-producing States. 
Thus the Governments of these arms-producing 
States do not benefit by the international rivalry 
of private firms. 

43. Second, Government practice limits the normal 
operation of competition within the home market. 
As was stated by a Minister in Parliament in 1928 : 

“ There are ... all over the country great naval 
building establishments (i.e., the great private 


firms) which in the interest of the country must 
be kept going .... We have to keep the dockyards 
in a state of efficiency and not let the private yards 
go out of use ”.* 

With this in view. Government Departments en- 
deavour to “ spread ” their orders. That is to say, 
they seek so to place their orders that as many 
different plants as possible may be engaged at least 
part-time on arms-production. This practice of 
“ spreading ” orders and the desire not to allow 
private plant to “go out of use ” must plainly 
limit the operation of competition, must favour the 
growth of understandings and agreements among 
the firms which receive this favourable treatment, 
and must predispose the Government not to insist 
too rigidly on competitive prices or on the accept- 
ance of the lowest tenders. 

44. Moreover, there are special characteristics of 
the armament industry itself which makes it more 
liable than other industries to develop trusts, com- 
bines, or agreements. Thus : • — ■ 

(а) The firms engaged in it suffer such violent 
fluctuations of prosperity — long periods of stag- 
nation being followed by periods of rapid ex- 
pansion — that new' firms do not enter readily into 
competition with established firms. 

(б) The importance of patents is enormous, for 
Governments insist on buying only the newest and 
most efficient types of arms; and established firms 
with strong Government connections are obviously 
much better placed than new or weaker com- 
petitors for securing patents for inventions. 

(c) The nature of the market and the character 
of the salesmanship required must no douht deter 
others from seeking to enter the industry, 

(d) The extreme complexity of modern weapons 
and ammunition, the great number of different 
components required, the many kinds of expert 
skill and scientific knowdedge needed for research, 
design and production, favour large and powerful 
combines. 

(e) The importance of chemicals and steel favours 
A'ertical, as well as horizontal combination, and 
thus tends to eliminate the weaker firms. 

For these reasons there has been in most arms- 
producing countries a tendency in the armament 
industry either to monopoly or to cartellisation. This 
has been notoriously true in the past of arms-pro- 
duction in Germany and France. And in Great 
Britain there has been for many years much less 
real competition than Sir Eustace d’Eyncourt’s 
statement would appear to imply. 

45. Even when there are a considerable number 
of finns, in appearance independent of each other 
and submitting competitive tenders for Admiralty 
or War Office orders, it is difficult to know whether 
they are not in reality working together behind the 
scenes. Even before the war many armament firms 
were linked together by inter-locking directorships. 
In a valuable study of the pre-war British arma- 
ment firms, the late Mr. G. H. Perris showed that 
15 persons held no less than 43 directorships in 14 
companies. No doubt such arrangements must have 
led to a good deal of close co-operation between the 
firms in question. 

But, as previous evidence offered to the Com- 
mission has shown, the Avhole armaments trade is 
now very closely connected with the general body 
of the iron and steel industry, the chemical in- 
dustry, the electrical industry, and even the raw 
materials industries. Inter-locking directorships, 
share participations, control of apparently inde- 
pendent subsidiary companies, agreements to ex- 
change patents, to concert with regard to prices, 
etc., have no doubt done much to limit free com- 
petition. 


* Lt.-Col. Headlam, Financial Secretary to the 
Admiralty, in the House of Commons, March 22, 1928. 
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46. As long ago as 1907 a Government Com- 
mittee, presided over by Sir G. H. Blurray, wbich 
recommended a large increase in the proportion of 
orders given to private firms, nevertlieless wrote in 
their Report as follows : 

“ Witli regard to other kinds of necessary sup- 
plies, including some of the most important and 
costly munitions of war, the operation of those 
economic ])rinoiples which ordinarily determine 
prices is less certain. 

“ Not only are the sources of supply in these 
cases strictly limited, hut demand also is limited. 
Government finds itself in the position of a con- 
sumer supplied by a limited number of producers, 
who enjoy something approaching to a monopoly; 
and effective competition can scarcely he said to 
exist. 

“ It is obvious that such conditions are favour- 
able to the existence of understandings of a more 
or less formal nature, between the few firms who 
are capable of supplying the requirements in 
question ; and experience shows that where Govern- 
ment is not in a position to manufacture for 
itself, full advantage will be taken of its necessi- 
ties.” 

Describing the working of the armaments industry 
as he found it nearly ten years later. Dr. Addison, 
in his evidence to the Commission, said as follows : 

“ So far as I ever ascertained there was no 
effective competition between these firms as to 
price, whilst there were many evidences of a fairly 
close understanding between them.” 

In a speech made in the House of Commons on 
8th November, 1934, Sir John Simon said : 

“ A nucleus of state factories is useful not only 
for the weapons that they themselves produce, but 
as a check on the prices and qualities of those 
produced by private companies.” 

This last statement of Sir John Simon’s is no less 
significant or important than those of the Murray 
Committee and Dr. Addison. For if Government 
manufacture is useful “ as a check on the prices and 
qualities ” of the arms “ produced by private com- 
panies,” this means, and can only mean, that apart 
from Government manufacture there is not enough 
competition in the private trade to ensure high 
quality and reasonable prices. 

It may be added that this argument for the main- 
tenance of Government Arsenals has been used in 
Government pronouncements in almost every arms- 
producing country in the world, and that Sir John 
Simon’s language was textually reproduced and un- 
reservedly endorsed in a memorandum laid before 
Senator Nye’s Commission of Inquiry by the War 
Department of the United States Government. 

47 . Whatever free competition may have existed 
in Great Britain when the Murray Committee 
made its Report in 1907, the field for the operation 
of that competition has certainly been narrowed 
since then. So far as I have been able to discover, 
the present situation is roughly as follows : — 

Small Arms. 

Only the Birmingham Small Arms Co. manufac- 
tures military rifles. Only Vickers-Armstrong and 
the Birmingham Small Arms Co. manufacture 
machine guns. The manufacture of small arms 
ammunition is virtually a monopoly of the sub- 
sidiary companies of I.C.I. 

Artillery. 

For most types of artillery Vickers-Armstrong are 
now the only firm in the field. Details of the guns 
they produce fill seven pages of Ifrassey’s Naval 
and Shipping .Annual for 1935. It is true that 
Brassey also gives a page to guns produced by 
Beardmore, including some of the same categories 
as those made by Vickers-Armstrong; but in fact 
Beardmore only manufactures gun-barrels, and 
virtually there is no competition except that of 
Government Arsenals. 

Only Vickers-Armstrong produce gun-mountings. 
For many types of gun-mountings there is no pro- 
duction by Government Arsenals, and therefore no 
competition of any kind. 


Gun ammunition. 

Vickers-Armstrong and their subsidiaries appear 
to be the only firm producing many types of gun 
ammunition. Hadfields manufacture gun ammuni- 
tion, and in particular some special types of naval 
armour-piercing ammunition, but in these special 
lines they appear to bo without competitors. 
Warships. 

There are eight private yards which could lay 
down as large a battleship as is contemplated by 
naval authorities to-day, but according to an 
anonymous authority in “ Brassey’s Annual,” “ the 
only British private undertaking which can build 
a complete armoured ship out of its own resources 
is Vickers-Armstrong Ltd.” This, no doubt, gives 
Vickers a great competitive advantage. 

There are important financial and other connec- 
tions between the owners of the eight private 
yards. 

With regard to smaller ships, a number of firms 
specialise in them and share the orders. To the 
outside oibserver there appears to be genuine com- 
petition. 

Only Vickers-Armstrong and Cammell Laird now 
make submarines, Beardmore having dropped out. 
Armour-plate. 

The same authority who has just been quoted, 
records in “ Brassey’s Annual ” for 1934 that “ For 
armour . . . dependence is on John Brown & Co., 
Sheffield, and the English Steel Corporation — 
which is, it will bo recalled, a combination of the 
steel interests of Vickers, Armstrong- Whitworth, 
and Cammell Laird.” Beardmore, however, still 
manufactures a small quantity. There is no 
Government plant, and plainly no competition. 

Tanks. 

Tanks used to be made by Vickers-Armstrong 
and by Armstrong-Siddeley. Apparently Arm- 
strong-Siddeley have ceased production. There is 
no Government manufacture of tanks. 

Explosives and Chemical preparations. 

For high-explosives, for the substances required 
for poison-gas, and for the other agents of chemical 
warfare, the only producing firm is Imperial 
Chemical Industries, who have a complete mono- 
poly of the private trade. 

Aircraft. 

In respect of aircraft there are, as has been 
shown in evidence submitted to the Commission, 
a considerable number of firms who compete for 
Government orders. Their competition, however, 
is limited in its effect by the practice of the 
Government in two respects: 

(o) The Air Ministry in a certain measure 
pursue the policy of “spreading” their orders, 
as the Admiralty do. Thus the Air Ministry say 
in official correspondence with the Auditor- 
General : 

“ The need for the expansion of the Air 
Industry on a sudden emergency has further 
always to be borne in mind. The Council do 
not suggest that this could not bo accom- 
plished under a competitive system, but in 
present conditions it would undoubtedly de- 
mand considerable latitude in spreading 
orders, with resulting diminution of the full 
effectiveness of competition.” 

(b) For reasons connected with progress in de- 
sign, something like 80 per cent, of the contracts 
placed by the Air Ministry are given not by 
the system of competitive tender, but by the 
so-called “ single tender.” 

There is no Government manufacture. 

48. It i-esults from the above statement that for 
many of the- “ most important and costly ” forms of 
armament and ammunition there is either virtual or 
absolute monopoly, in the hands of a single firm, or 
of a small number of firms between whom the con- 
nections are close. In respect of a considerable 
number of these products there is not even the 
“ check ” of manufacture in Government Arsenals. 
Even where that “check ” exists, its operation must 
be greatly limited by the universal Government 
practice of giving the greater part of the available 
orders to the private trade. 

2 Q 
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49. The advantages to the British Government 
which result from competition are, therefore, 
extremely limited, since the competition of foreign 
purchasers is in principle excluded, and since there 
is, in respect of most kinds of armament-production, 
no competition among home producers. 

49a. It may ijerhaps he argued, however, that the 
British firms are “ kept up to the scratch,” and 
that their efficiency and enterprise are stimulated, 
by their competition with foreign firms in the world 
market for the orders of foreign Governments. 

50. Competition on the world market is, however, 
considerably limited. I venture to call the attention 
of the Commission to the following pioints : 

(a) There is undoubtedly a considerable degree 
of international combination in the armaments 
industry effected by means of interlocking direc- 
torships, share participations, the control of sub- 
sidiar 3 ' companies, exchange of patents, price 
cartels, etc. There have been a number of well- 
known examples of close international “ rings,” 
e.g., 

(i) The Harvey United Steel Co., Ltd. ; 

(ii) An arrangement made between German, 
Austrian and Belgian Small Arms Manufacturers 
in 190-5; 

(iii) The pre-war combination between ex- 
plosive firms connected with the Nobel in- 
dustries ; 

(iv) The patent and market-sharing arrange- 
ments between Vickers-Armstrong and the 
Electric Boat Co. of New York, etc. 

As an example of the international connections 
which big armament firms tend to build up, the 
foreign interests of Vidkers-Armstrong are shown 
in Annex A. 

(h) I do not desire to suggest that these inter- 
national arrangements among armament firms have 
eliminated all free competition in the world market. 


On the contrary, it is certain that in many arma- 
ment transactions the competitive bidding of rival 
firms is very keen. 

(e) But what is the world market .P As I argued 
before, it includes none of the arms-producing 
countries, i.e., the greater Powers, who between 
them purchase the ovei-whelming majority of all 
the arms produced in the world. 

(d) Nor, for the most part, does it include non- 
arms-pioducing countries which have military 
alliances with arms-producing States, since the 
General Staffs of allied armies desire to furnish 
their troops, as far as possible, with identical 
types of arms and ammunition, and thus endeavour 
to secure them from the same source. 

(e) It may, therefore, be doubted whether the 
effective world market in which there is real com- 
petition includes more than one-tenth of the actual 
W'orld expenditure on arms. 

Conclusions. 

51. It may thus be concluded with some confidence 
that : 

(a) For British armament firms there is little 
competition in the home market, except for that 
afforded by Government Arsenals; 

(h) This Government Arsenal competition does 
not exist at all in respect of many of the “ most 
important and costly munitions of war,” while in 
respect of others its operation is severely limited 
by fixed practice of Government in “ spreading ” 
orders ; 

(c) In the world market the total amount of 
orders is so relatively small that competition is not 
a very important factor. 

52. The Commission will be aware that allegations 
have been made that private firms have in the past 
endeavoured to secure the reduction of the output 
of Government Arsenals, and thus to limit the com- 
petition to which they are subjected. 


CHAPTER IX 

Would the System of Government Monopoly increase National Taxation? 


53. It has been widely asserted that the abolition 
of Private Manufacture would involve the country in 
a great increase in national taxation. This conten- 
tion is usually supported by the following argu- 
ments ; 

(а) That under Private Manufacture competition 
keeps down both real costs and prices of arma- 
ments ; 

(б) That if Private Manufacture were abolished, 
the Government would he involved in vast capital 
expenditure for new national arsenals to supnly 
its annual armament needs; 

(c) That Private Manufacture furnishes the 
country with large reserves of arms-manufacturing 
capacity and thus ensures that at a moment of 
crisis production of munitions could be very 
rapidly increased. If Private Manufacture were 
abolished this loss of potential reserves would, it is 
said, have to be met in one of two ways ; 

(i) The annual manufacture of larger stocks of 
munitions. This would not only add a large sum 
to the annual defence Budget, but would in itself 
be wasteful, because stocks are liable to 
deteriorate or to become obsolete; or 

(ii) The building of large reserve factories 
which would stand idle in time of peace, and the 
maintenance of which would he extremely costly. 

54. These various arguments may be briefly 
examined in turn ; — 

Comparative Real Costs of Government and Private 
Manufacture of Arms. 

55. There is obviously a prima facie case for 
thinking that the real cost of Government manufac- 
ture of armaments should be lower or, in any case, 
not higher than the real cost in private firms. For 
if Government establishments had a monopoly of 
all armament production they would be able to 
realise economies in the following ways : — 


(i) From the centralisation of administration, 
design, testing, inspection, etc., which could be 
effected ; 

(di) From the centralisation and co-ordination 
of purchases of raw materials and component parts 
of all kinds; 

(iii) Prom the long distance planning of output 
and factory organisation which would be possible. 

56. This prima facie case would appear to be con- 
clusive unless actual experience had shown that Gov- 
ernment establishments are in practice wasteful; 
that their delivery is slow; or that, in other ways, 
they are technically inefficient. 

I have not been able to find any evidence of this 
description and I suggest to the Commission that, 
if it existed, it would have been given wide publicity 
by those who defend the system of Private 
Manufacture. 

57. There is, however, a good deal of evidence 
which testifies that Government establishments are 
at least as efficient as private firms. 

For example, repair work is notoriously a test of 
efficiency, for in no department of industrial activity 
is wa.ste more liable to occur. Speaking in the House 
of Commons, the First Lord of the Admiralty said of 
the Royal Dockyards : 

“ We (i.e. the Government) believe that as 
regards repair work they are more efficient than 
private yards or at least they do it for less 
expenditure.’’* 

Coming from so authoritative a source, this is a 
strong testimony to the efficiency of Government 
establishments. This testimony, which is fully con- 
firmed by the Reports of the Murray and McKinnon 
Wood Committees, is further supported by the fact 
that it is the established practice in all the Fighting 
Services to send all repair work to Government 
factories and yards. 

* Hansard, March 22, 1923, Col. 2882" 
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58. The same view is supported by the experience 
of the last war. The Commission will remember that 
in the statement of evidence submitted! by Dr. 
Addison there appeared (Exhibit C) the Minutes of 
a Committee held at the Ministry of Munitions on 
24th January, 1916. The members of the Com- 
mittee were; — 

Mr. S. H. Lever. 

Hon. N. Cliarles Rothschild. 

Mr. John Mann. 

Mr. Frederick Palmer. 

Paragraph 9 of the Minutes reads as follows : — 

“ 9. Conclusion re armament firms. — The only 
conclusion that can be reached at present is 
that ; — 

(o) . . . . 

(h) ... . 

(c) The organisation and management of their 
works are inferior to those of other shell manu- 
facturers.” 

59. There is further evidence in support of this 
view from individual engineering firms who during 
the War were first offered sub-contracts by i^rivate 
armament firms and afterwards undertook similar 
work for the Ministry of Munitions under the guid- 
ance of Woolwich Arsenal. Their view was that 
the methods of the Private Firms were cumbrous 
and wasteful, while many firms expressed great satis- 
faction with Woolwich methods. 

60. There is much further evidence in favour of 
this view to be drawn from the experience of the 
national factories established by the Ministry of 
Munitions during the War. No doubt it is true that 
war conditions differ greatly from peace conditions, 
but there is no reason for thinking that the economies 
realised by the national factories in time of war 
might not in some measure be realised also in time 
of peace and that, therefore, the real costs ;of 
Government manufacture will tend to be less than 
those of manufacture by ijrivate firms. 

Comparative Prices of Government made and 
Privutehj made Armaments. 

61. There is an even stronger prima facie case for 
thinking that the prices charged by Government 
Arsenals for their products will be lower than the 
prices charged by private firms. This is true for 
the following reasons : 

(a) Government establishments do not need to 
allow in their price for the cost of competitive 
advertisements or for other selling costs; 

(b) As shown above, there is very little real 
competition between the private firms ; 

(c) Both nationally and internationally such 
competition as would otherwise exist has been 
highly restricted by the formation of rings and 
cartels. 

(d) Thus the private firms are virtually in a 
monoijolistic position and are able to charge prices 
that more than cover their full costs, including 
normal profits. Thus if Government establishments 
and private firms are equally efficient and have 
equal costs of production, it is to be expected that 
the Government will have to pay more when they 
buy from inivate firms. This is not an extra real 
cost in the sense that it uses up the real resources 
of the nation. But it is an extra charge to the 
budget, and in effect a ransom levied by the 
firms on the taxpayer. 

62. This prima facie case is reinforced by the 
authoritative statements by the Murray Committee, 
Sir John Simon and others, which have been re- 
ferred to above. In these statements it has been 
officially declared that Government Arsenals are re- 
quired as a “ check ” on the prices charged by 
private firms and in order to furnish a standard for 
the quality of their products. Such statements are 
really decisive in themselves on the question of com- 
parative prices. For obviously it cannot be arguec 


both that the taxpayer will obtain his armaments 
cheaper and of better quality from private manu- 
facturers than from Government factories and that 
the cost of production and quality of goods made 
by Government factories provide a standard which 
can be used to control the prices asked and the 
quality of the goods supplied by private firms. 

The Evidence of Actual Experience. 

63. In view of current misconceptions, however, it 
may be useful also to consider such definite in- 
formation as has heen published concerning the actual 
prices charged respectively by Government factories 
and private firms. 

64. It is, of course, true that this information is 
fragmentary and that, therefore, it can do no more 
than give certain general indications, the value of 
which I do not desire to overstress. It is a remark- 
able fact that, so far as I am aware, no compre- 
hensive study of these comparative prices has ever 
been made. The most comprehensive official in- 
formation on the subject comes from the United 
States of America. It may most usefully be sum- 
marised by reproducing extracts from official evi- 
dence given by the United States War Departments 
to Congressional Committees of Inquiry. 

65. Experience in the United States of America . — 
In 1915 the Secretary of the United States Navy, 
Mr. Daniels, said as follows : — 

“ Contrary to the popular idea, the Navy 
Department in what it manufactures does so, from 
a superdreadnought to a gallon of paint or a pound 
of powder, cheaper than the same can be pur- 
chased. This is particularly true of gasoline 
engines, electrical supplies, engines for dread- 
noughts, shrapnel, clothing for marines and 
sailors, accoutrements, and a multitude of other 
articles required for the fleet and shore stations.” 

66. In a memorandum of evidence presented by 
the United States War Department on 21st December, 
1934, to the Senatorial Committee presided over by 
Senator Nye, the following paragraph appears: — 

“ In time of peace. Government arsenals can 
manufacture at slightly less cost than commercial 
facilities. It has been estimated that this saving 
w'ill average 11 per cent. The difference is due 
in large part to the following factors : — 

(a) Arsenals make no allowance for profits. 

(b) Overhead expenses are slightly lower in 
the arsenals and there are no selling costs. 

(c) Depreciation charges are less in the 
arsenals because there is no question of future 
business. Sporadic Government orders neces- 
sitate private plants entering a relatively high 
depreciation charge against each order.” 

67. In evidence given to various Congressional 
inquiries certain other detailed information with 
regard to the comparative prices charged for specific 
articles has been published. I may, perhaps, sum- 
marise this evidence, which is taken from the official 
Congressional Proceedings, in the following table: — 


Year 

Article. 

Government 
Arsenal Price 
(Including over- 
head charges). 

Private 

Manufacture 

Price. 

1912 

3" Shrapnel Case 

|l-76 

$3-06 


2 •8" Shrapnel 

.'i;7.94 

$17-50 

1913 

4-7" Shrapnel 

,§15-45 

$25-26 

1915 

Smokeless Powder 

J;0'36 per lb. 

from $0-53 to 
$0-80 per lb. 

1887- 

1916 

Armour Plate 

Average of 9 
different offi- 
cial estimates 
of cost : 

,^247 per ton 

Average price 
paid over this 
period to pri- 
vate firms .- 
$440 
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68. British Experience. — There has been much less 
official inquiry into this subject in Great Britain 
than in the United States. The information is, 
therefore, still more fragmentary and is, in fact, 
mostly derived from answers to casual parliamentary 
questions. A few scattered examples may be 
given ; — 

(а) In 1893 the Secretary of State for War de- 
clared that the price, including royalty, of 
machine guns made in the Ordnance Factory at 
Enfield “ compared favourably ” with the price 
paid to the private company; 

(б) During the period 1889-1904 the average 
prices charged for rifles by the Ordnance Fac- 
tories and the Birmingham Small Arms Factory 
were as follows : — 

Eoijal Ordnance Factories. J3.S..4. Company. 

Enfield. Sparkirook. 

£3 3s. 2d. £3 7s. 7|d. £4 3s. 9d.* 

(c) Similar figures for other articles are : — 
Sword-Bayonets. 

Enfield. Private Firms. 

7s. lid. 11s. 5|d. 


Cavalry-Swords. 

Enfield. Private Firms. 

19s. 8|d. £1 2s. 95d.t 

(d) In 1907, Dt. Gilbert Slater, acting on behalf 
of the Woolwich Joint Conference on Discharges 
from the Arsenal published in “ The Times ” the 
following table of comparative prices : 


Articles. 

Woolwich. 


£ 

s. 

d. 

18 pounder gun-carriages ... 

343 

14 

44 

13 pounder gun-carriages ... 

400 

3 

6 

18 pounder limber carriages 

99 

0 

1 

13 pounder limber carriages 

108 

9 

Oi 

18 pounder limber wagons ... 

107 

9 

7 

13 pounder limber wagons ... 

118 

5 

5 

Torpedoes 

362 

0 

0 


Contract 
Work. 
£ s. d, 
672 7 0 
631 19 0 
197 5 6 
182 16 0 
283 12 1 
184 0 0 
584 0 0 


Although the system of Private Manufacture 
was at this time the subject of acute controversy. 
Dr. Slater’s figures were never challenged. 

(e) With regard to Armour Plate, there has 
never been any Government manufacture in Great 
Britain, but the spokesman of the Admiralty 
admitted to a Select Committee in 1912 that the 
prices charged by British armament firms for 
Armour Plate were higher than they should have 
been. 


69. French Experience. — ^That French Govern- 
ment Armament Factories charge lower prices than 
French private manufacturers is shown by the 
following statement by M. Pierre Cot, who was 
Minister of Air in France in 1933-34 : — ■ 

“ In the course of the year 1933, at the instance 
of the Daladier Government, the French Ministry 
of Finance undertook a study of this question. 
It was sought to discover whether the French 
Treasury could, without incurring excessive 
charges, buy up and nationalise the private manu- 
facture of arms. M. Georges Bonnet was Finance 
Minister, and he reached the conclusion that the 
acquisition was possible without laying any extra 
burden at all upon the French taxpayer. M. Georges 
Bonnet contemplated meeting the costs of acquisi- 
tion through the issue of Treasury bonds; a similar 
system had been employed by the French 
State to liquidate part of the commitments in- 
volved in the reconstruction of the liberated areas. 
Interest and amortisation of these bonds would 
have been largely covered by the economies 
achieved in the arms-market, with the result that 
without extra expense the State would have be- 
come the owner of valuable factories, and thereby 
have brought off an excellent bargain. That, 
it is true, is not the main reason for the 
nationalisation of the arms manufacture, but it is 
not irrelevant to emphasise the fact that the 


* These figures are given in the Murray Report, 
Cd. 3626, 1907. 

t Cited by J. Walton Newbold, The Labour Leader, 
July 31, 1913. 


mere financial interest of the State points to 

nationalisation.” (14th December, 1934.) 

70. I submit that the above evidence justifies the 
conclusion that Government arsenal prices are likely, 
under a sj’stem of Government monopoly, to be 
lower, or at least no higher, than the prices now 
charged by private armament firms in time of peace. 

71. Experience in Time of War. — The Commission 
has already received much evidence showing that 
during the last war the prices charged by private 
manufacturers were very much higher than those 
charged by Government arsenals and factories. 
It is indeed certain that the economies which re- 
sulted from the large scale establishment of national 
factories by the Ministry of Munitions, and from 
their competition with the private armament firms, 
amounted to hundreds of millions of pounds sterling. 

72. A good deal of censure has been passed upon 
the private manufacturers for exploiting the needs 
of the Government and charging prices that were 
far above their costs of production. Some of this 
censure may be justified, but it must be said in 
defence of the i^rivate manufacturers that such over- 
charging was an almost inevitable result of the 
system then in force. For the private manufac- 
turers were being called upon very greatly to expand 
their production. To do this they were obliged to 
build new factories and to sink large sums of capital 
in new and costly plant; they had no idea how long 
the war would last; it was the general view that it 
would be comparatively short; Government could 
give them no guarantee that they would receive 
orders for their new factories when the war was over; 
it was inevitable, therefore, that they should 
endeavour to recover their capital expenditure in the 
shortest possible time by charging the highest possible 
prices which Government could be induced to pay. 
The Government was in no position to bargain about 
prices, since their demand was far greater than 
all the available sources of supply could meet. 

73. It was, therefore, almost inevitable that the 
private manufacturers’ prices should have been 
greatly inflated during the early part of the last war, 
and if the same system obtained, the same thing 
would happen if another war broke out. This fact 
is a strong reason in favour of establishing Govern- 
ment monopoly in time of peace. For expenditure 
in time of war is on so incomparably greater a scale 
than expenditure in time of peace, that it would be 
good economy to adopt a system which is cheaper 
in war-time even if it could be shown that it was 
more expensive in peace-time. 

Would New Arsenals be Required? 

74. It is next argued that the abolition of private 
manufacture would involve the building by the State 
of a large number of costly new arsenals in all 
quarters of the country. To this argument 1 would 
reply as follows : — 

75. The amount of armament plant required de- 
pends upon the armament demands of the Govern- 
ment. If a Disarmament Treaty were made, and 
particularly if this Treaty involved a large reduction 
or the total abolition of national Air Forces, the 
existing Government arsenals and dockyards would 
almost certainly be able to suppl.y the nation’s needs 
without great addition to their present capacity. 
If, however, expansion of their present capacity were 
required, there would be no difficulty in taking over 
at a valuation the specialised armament i)lant and 
factories, which private manufacturers now possess. 

76. If, as is possible, the Government decided that 
the distribution and organisation of the existing 
private factories is inefficient, the siiecialised 
machinery could be placed either in the existing 
Government factories or in new factories to be built. 

The Commission is no doubt aware that Woolwich 
Arsenal to-day employs approximately 8,000 men, 
while in 1918 it emiiloyed over 74,000. It has been 
estimated that the total number of men employed 
in private armament manufacture amounts, approx^ 
mately, to 26,000. There is thus room at Woolwich 
for an expansion which would meet all the possible 
requirements of the Government. 
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77. If new plant and machinery are, in fact, re- 
quired, the capital expenditure could probably be 
wholly met, as, according to M. Cot and M. Bonnet, 
it could he met in France, by the economies which 
would follow from the lower prices which the Govern- 
ment factories charge. 

This second argument, therefore, also apxjears to 
be without foundation. 

The Increase of Meserve Armament Plant. 

78. It is further argued that if private manufac- 
ture were abolished the Nation would lose the re- 
serves of armament plant which the private firms 
now maintain, and that the Government would be 
obliged, in the national interest, to make good this 
loss in one of two ways : 

(а) By increasing stocks of arms and munitions 
maintained in time of peace. 

(б) By increasing the reserves of armament plant 
in Government arsenals and thus adding to the 
existing reserve machinery which stands idle. 

It is said that either of these plans will cost the 
Treasury large sums of money. 

79. With regard to this argument, the following 
observations may be made : 

(a) Of the two methods proposed, it may be 
assumed that the Government would desire to 
adopt the least costly. This would appear plainly 
to be the method of increasing reserves of 
machinery, since to inoi’ease stocks of arms and 
munitions is liable to be wasteful, since such 
stocks may easily deteriorate or become obsolete 
du type. 

(b) How exijensive would it in fact be to in- 
crease the reserves of armament plant in the way 
proposed? In Great Britain no official calculation 
has been made on this subject, as far as I am 
aware. But in the United States War Depart- 
ment’s Memorandum cited above, it is said that 
the abolition of private manufacture would have 
the following effect ; 

“ The enormous carrying charges on reserva- 
tion facilities would more than double present 
costs, i.e., instead of costing.il per cent, less, 
current supplies would cost from 90-100 per 
cent, more, than if procured commercially.” 
This calculation, however, is based on the 
assumption that the i)lant of private industries 
would not be used for producing war material in 
time of war and that, therefore, the United States 
Government would have to build in time of peace 
the additional arsenals required to furnish the 
arras and munitions needed by an army of not 
less than four million men. The initial cost of this 
new Government plant was estimated by the 
War Department to be $1,000,000,000, and the 
annual maintenance charge 18 million dollars. 
This sum, the memorandum says, would be a net 
addition to the cost of national defence. 

(c) It need hardly be said that no one in this 
country has proposed any such plan as here 
envisaged. It is, on the contrary, assumed that 
the Government would, directly war broke out, 
carry through an industrial mobilisation of 
private industry, as it did during the last war. 
In so doing, it would no doubt take whatever 
measures might be required : 

(i) To secure effective Government control of 

all armament production. • 

(ii) To limit the profits made by< private 
manufacturers. 

In other words, there is no suggestion that all 
armament production should be confined to Gov- 
ernment Arsenals in time of war; on the con- 
trary, the abolition of Private Manufacture in 
time of peace would not affect the fact that the 
general engineering industry of the country would 
furnish the same reserves of non-sijecialised jalant 
as it would if the present system continued. 

{d) Thus the Government would only have 
to ensure that the country’s total reserves of 
specialised armament machinery were the same 
after the abolition of Private Manufacture as those 
which now exist. If it added to national arsenals 


the same quantity of such plant as now exists in 
private factories, the power of the country to ex- 
pand armament production at a moment of crisis 
would remain at least what it is to-day. 

(e) The question now to be answered, there- 
fore, is whether such additions to the existing 
Government reserves of ^ecialised madhinery and 
plant .would involve very heavy additional ex- 
penditure to the Exchequer. 

(/) When this question is discussed, it is usually 
assumed that the specialised armament plant now 
maintained by private manufacturers cost the tax- 
payers nothing, and that when it is idle the 
private manufacturer pays the cost. 

If it were true that the private manufacturer 
paid the cost, it would be a most unjust return 
for the service of armament manufacture which 
the Government encourages him to undertake. 
Some part of paying this cost may, pePhaps, be 
paid by the private manufacturers; at least they 
make frequent complaints on the subject. The 
nation, however, pays much the greater part. 
Thus : 

(i) Government pays direct subsidies to help 
to meet the maintenance charges on idle plant, 
e.g., in 1928 a payment of £90,000, was made 
to five British companies which manufacture 
armour plate ; 

(ii) These charges are also allowed for in fixing 
the higher prices paid to private firms; 

(iii) Some armament enterprises receive a 
privileged position, e.g.. Imperial Chemical In- 
dustries has a monopoly of many products in the 
British market. This monopoly enabled Imperial 
Chemical Industries to show a large increase 
in profits during the three worst years of 
the world depression. It can hardly be doubted, 
therefore, that British citizens pay an important 
indirect subsidy for the increased national 
security which Imperial Chemical Industries 
provides and for the increased reserves of plant 
for war production which it maintains; 

(iv) It must be remembered further that the 
private manufacturer is furnished without pay- 
ment with the results of Government research. 
This, no doubt, is a further “ disguised ” sub- 
sidy of an important kind. 

(g) In view of these facts, the next question to 
be answered is this : Is there any reason for be- 
lieving that the cost of maintaining additional 
reserve plant in Government arsenals would be 
greater than the present cost of inducing private 
manufacturers to keep such plant by the direct 
and indirect subsidies just described? 

In answering this question, the following points 
appear to be relevant : — 

(i) To keep extensive specialised plant stand- 
ing idle means locking up capital in unproduc- 
tive investment. The cost of so doing must 
depend on the rate of interest to be paid. Gov- 
ernment borrows at a lower rate of interest than 
private firms. This, of course, is offset by the 
fact that the taxpayer has to bear the risk of 
future loss instead of a private firm doing so; 
but there is probably some real saving to the 
Exchequer. 

(ii) The plant must be housed in a factory on 
which a private firm must meet current charges, 
rent, interest, etc. The Government already 
possesses large arsenals, sites, and numerous 
empty shops on which no charge except deprecia- 
tion would need to be paid. For a certain time 
after the reserve plant was transferred to Gov- 
ernment arsenals, an economy would thus be 
made. 

(iii) The plant must be kept in good con- 
dition by unskilled labour working under ex- 
pert direction. It is probable that the Service 
Departments could, without extra salary and 
wage charges, furnish both the labour and the 
expert staff required from persons already in 
their employ whose time is not now fully 
occupied. 
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Thus it seems probable that the costs of interest, 
rent and administration would all be less on re- 
serves of idle armament plant kept in Government 
factories than on similar reserves kept by private 
firms. 

Note. — In this discussion I have omitted the point 
that the maintenance charges on reserve plant may 
partly be paid for by the profits on arms manufac- 
ture for the export trade. This is discussed in para- 
graph 106 below. 

(7i) The above considerations justify the con- 
clusion that the abolition of Private Manufacture 
would not involve the Exchequer in heavy ex- 
penditure for the maintenance of additional re- 
serves of arms-manufacturing machinery and plant. 

79-i. For greater clarity, the above argument may 
be summarised as follows : If £x worth of reserve 
equipment has to be held in any event for the 
needs of war-time, it makes no difference whether it 
is held in Government arsenals or by private firms; 
because, if it is held by private firms, the Govern- 
ment will have to pay for it in the prices charged 
by the firms or by direct or disguised subsidies of 
different kinds. 


Against this, however, must be set the point that 
if this plant can be used by private firms in its spare 
time for making arms for exiport or “ peaceful ” 
goods, but can 7iot be so used by Government, then 
there is pro tanto a real economy in the system of 
Private Manufacture, because the plant lias to be 
kept idle for a smaller i)roportion of its time. How 
far this is a real advantage of Private Manufac- 
ture is discussed in paragraphs 106, 192 and 193 
below. 

Conclusion. 

80. It follows from the above argument that there 
is no sound reason for thinking that the abolition 
of Private Manufacture would increase either the 
real burden on the nation or the cost of national 
defence to the Exchequer. On the contrary, it 
appears probable that : 

(a) the real costs of production, 

(b) the prices charged to Government, and 

(c) the cost of maintaining reserve-plant for 
war-needs 

would all be less under a system of Government 
monopoly than they are under the existing system. 


CHAPTER X 


The Alleged Advantage of Private Manufacture in Promoting Progress in the Design 

of Armaments 


81 . One of the principal contentions in favour of 
Private Manufacture laid before the Commission 
by earlier witnesses is that the incentive of private 
enterprise and private gain tends to promote pro- 
gress in design. 

Thus Sir Eustace d’Eyncourt stated that he de- 
sired “ specially to draw attention ” to “ the neces- 
sity of ensuring that war material should be of the 
best and most eflicient design and construction ”, 
and he argued that “ right through peace and war 
you have to keep up the whole idea of keeping the 
initiative in invention ”. He further declared that 
“ in the ordinary way the government arrangements 
are very clogging for developing a new idea ”, and 
that in consequence “ most of the great inventions 
come from private individuals ”. 

Similarly, Mr. Douglas Vickers in 1931 claimed 
that in this respect “ a private firm had great 
advantages over a State factory. A private firm 
had to go out into the world and meet competition, 
and they got to know in this way what was up 
against them and what they had to beat. This 
sharpened their wits ”. 

How the Stimulus of Private Profit is alleged to 

work. 

82 . Three arguments — or, more accurately, three 
variant expressions of one argument — are advanced 
in favour of the view that the stimulus of private 
gain tends to promote progress in design. 

(a) It is said that private firms must obviously 
have the keenest possible desire to secure and 
launch new inventions, since there is an unfailing, 
an immediate and virtually an unlimited, market 
for new types of armaments. This is more true 
of armaments than of any other product, for 
the reason that new or powerful weapons very 
quickly drive less efficacious weapons out of use. 
The private manufacturer of arms can thus in- 
crease his business by securing new patents, or by 
improving the power and efficacy of existing 
weapons, more certainly than he can increase it 
by any other means. 

(b) It is said that in order to retain their 
clientele, a private armament firm must always 
strive to keep ahead of rival firms in the improve- 
ment of design, since Governments insist on 
obtaining the most efficient weapons, irrespective 
of cost. 

(c) It is said that if the Government purchased 
all warlike material from State factories, the result 
might be complete stagnation in respect of design, 
since the State servants in Government factories. 


being without the profit motive, would have no 
incentive to change or improve existing types. In 
modern conditions, where science is changing not 
only individual weapons, but perhaps the whole 
character of warfare, with great rapidity, such 
stagnation in design might lay the nation open to 
defeat in a future war. 

Do the interests of the Private Manufacturers and 

the interest of the Nation in this matter 

coincide? 

83 . It is usually assumed without argument by 
those who put forward the above contentions that 
in the matter of design the interests of private manu- 
facturers and of the nation will always coincide. 
But it is not a priori certain that this is true, for 
the interest of a private firm is profit, while the 
interest of the nation is security. 

It may, therefore, be worth while to examine the 
possible conflict of these public and private interests, 
and to do so on the basis of the various h 3 'potheses 
which the Commission have to consider, i.e. : 

(a) Under conditions of internatioiial anarchy 
and armament competition ; 

(b) In time of war; 

(c) Under a system of organised international 
disarmament and peace. 

84 . International anarchy and armament competi- 
tion. — It is plain that in the conditions of inter- 
national anarchy the private manufacturer has as a 
rule a great incentive to secure new patents or to 
improve the weapons which he possesses. For 
example : 

(a) The acquisition of the patent for the Maxim 
machine-gun was the true foundation of one of the 
most powerful armament corporations in the world. 
The fipanoial return which; may follow from the 
acquisition of such a patent is shown by the fact 
that the British Government, during the war of 
1914-18, furnished its troops with no fewer than 
250,000 machine-guns, at an average cost of probably 
not less than £100 apiece. 

(b) Similarly, the private manufacturer has an 
interest in making improvements and develop- 
ments in existing types of arms, in order to 
increase their complexity and their cost. In the 
armaments industry there is an almost limitless 
field for improvements of this kind. A good 
example is furnished by the development during 
the last twenty years of the 6-inch gun cruiser. 
When war broke out in 1914, the standard light 
cruiser of the British fleet was the Birmingham 
type, of 5,440 tons displacement. Its cost was 
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approximately £350,000. The modern equivalent 
of the Birmingham is the Leander, a 6-inch gun 
cruiser launched in 1933. The Leander has only 
approximately 2,000 tons greatcsr displacement 
than the Birmingham, and on paper its armament 
is much the same. But the cost of the Birmingham 
was £1,627,819.* The cost of the propelling and 
auxiliary machinery had increased from £135,000 
to £435,000; while the cost of the guns had 
increased from £50,000 to £500,000. 

85 . Thus as a general rule private firms have a 
great financial inducement both to promote new in- 
ventions and to make improvements in existing types 
of arms. But there are also two other points which 
they have to consider. 

(a.) They naturally desire to find as many pur- 
chasers as they can. They therefore take out 
patents for their new inventions in all foreign 
countries where they can hope to induce the 
Government to buy. 

(5) They must sometimes find that it is to their 
interest to suppress a new invention or improve- 
ment. The invention may simplify, instead of 
complicating an existing weapon; it may reduce 
its cost; it may make a large and costly plant 
obsolete; or it may render useless some other 
weapon more costly than itself. This would 
happen, for example, if the present experiments 
in torpedo attack carried out by aircraft and by 
small motor speed-boats were to render obsolete 
the super-dreadnought tj’pe of armoured ship. It 
frequently happens in ordinary industrial experi- 
ence that inventions are suppressed. Dr. Addison 
declared to the Commission that it happens no less 
frequently in the armament industry, and that 
even in time of war there were many valuable 
ideas which were not adopted until the Ministry 
of Munitions took them up. 

Now it may obviously happen that on both of these 
two points the interests of private manufacturers and 
of the nation may be in conflict. A new weapon may 
bring profit to the manufacturer but danger to the 
country. I may perhaps cite a practical example. 
The accepted Government view is that command of the 
sea is no less important than it was in pre-aviation 
days, and that our Battle Fleet of armoured ships 
is the essential factor in giving us that command. 
If this be true, the new Hadfield “ Relieved-Base ” 
armour-piercing shell might, in the hands of an 
enemy, be a serious menace to British safety. It is, 
therefore, in the interest of the nation that that 
shell should be kept secret for the use of the British 
fleet alone. But in execution of their duty to their 
shareholders, the Hadfield company have patented 
their shell in eight foreign countries. The same re- 
marks apply to a new torpedo for use from aircraft 
wihich has been introduced Ify Whiteheads, and which 
that company have offered for sale to all Govern- 
ments abroad. 

86. Thus, in conditions of international anarchy 
the interests of the private manufacturers may con- 
flict with the interest of the nation in the following 
ways : 

(a) The private manufacturers may desire to 
suppress an invention which it would be to the 
military advantage of the nation to develop. 

(b) The private manufacturers may desire to 
develop an invention which it would be to the 
military advantage of the nation to suppress. 

(c) The private manufacturer may desire to sell to 
all foreign governments the new weapons which 
he may produce, although it may be — and usually 
will be — to the military advantage of the nation 
to keep these weapons as a secret for itself. 

87 . In Time of TFar. — It is not clear that even in 
time of war the interests of the private manufac- 
turers and of the nation in the matter of progress 
in design will be the same. The History of the 
Ministry of Munitions says as follows ; — 


A small part of this difference was no doubt due to 
change in price-levels, but not enough seriously to 
diminish the value of the illustration given. 


“ In times of peace the War Office had relied 
almost entirely upon the Ordnance Factories and 
the armament firms for the origination of patterns 
which needed the skill of the expert combined with 
the manufacturer’s knowledge of workshop prac- 
tice. When hostilities began, these same factories 
were the sole source of output. The interests of 
immediate production were paramount, and ex- 
perimental work took a second place .... More- 
over, S7nall experimental orders must necessarily 
have been less attractive to armament makers than 
the contracts which were being placed for manu- 
facture on a large scale.”* 

A possible conflict of interest may thus arise. The 
military Command will desire that any possible 
new weapon which will give them the advantage of 
surprise shall be developed. But, at a time when 
the private manufacturer finds an unlimited de- 
mand for evei'ything he can produce he will, almost 
certainly, make more profit by large scale contracts 
for standard products which require no change of 
plant, material, or organisation, and no other in- 
cidental expenses of any kind. We cannot, there- 
fore, trust the profit-motive to operate in time 
of war as a stimulus which will certainly lead to 
maximum military advantage in respect of pro- 
gress in design. 

There is thus a case for holding that on grounds 
of theory the interest of the Government in new in- 
ventions will be keener than that of private firms, 
and that, in so far asi private firms introduce inven- 
tions and improvements they will do so rather for 
patriotic reasons than for the sake of additional 
profit. This case is strongly supported by Dr. 
Addison’s evidence to the Commission. 

88. Under a Systein of Organised International 
Disarmament and Peace . — But the conflict of in- 
terests between the nation and the private 
manufacturer in respect of progress in design is 
most evident under a system of organised disarma- 
ment and peace. Under such a system, indeed, their 
interests would be, in all oases, diametrically 
opposed. 

The purpose of a disarmament treaty is two-fold : — 

(а) To establish a permanent international 
equilibrium of strength by the stabilisation of 
the armaments of the signatory States at the 
lowest level at which agreement can be reached. 

(б) To relieve each signatory State, by a system 
of international control, from its present anxiety 
that neighbour States may gain a secret advantage 
in military strength. 

To make it possible to achieve this two-fold pur- 
pose, it is essential that competition in quality of 
armaments should be prevented. To do this would 
require a special clause in the Disarmament Treaty 
prohibiting the signatory States from introducing 
improved or more powerful weapons. The Polish 
Government submitted proposals for this pui-pose to 
the Disarmament Conference, and they also sug- 
gested a special machinery of control. 

Such arrangements would obviously promote the 
interests of every nation which, like Great Britain, 
intended loyally to observe the obligations of the 
Disarmament Treaty, and which, therefore, must 
desire that other Governments should also do the 
same. But they would strike a serious blow at the 
interests of private manufacturers. For, as I said 
in paragraph 34 (d) above, the best hope of expanding 
their business which private manufacturers would 
have under a Disarmament Treaty would lie in new 
inventions and in changes of pattern and formula, 
which might induce Governments to replace their 
existing permitted stocks of war material. Private 
manufacturers would thus have an inducement to 
defeat the purpose of the Disarmament Treaty at 
the cost of damaging the interests of every signa- 
tory nation, including their own, which loyally 
observed its terms. 


* History of the Ministry of Munitions, Vol. IX, 
Part II, pp. 45-46. 
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An obvious example of how this might happen 
is furnished by the provisions of the Versailles 
Treaty which forbade Germany to maintain s^hips 
of more than 10,000 tons displacement. The Com- 
mission will remember that the German designers 
invented processes by which their 10,000 tons ships 
had an equal strength in horse-power, armament, 
etc., with all previous vessels of 13,000 to 14,000 
tons. Qualitative competition of this kind would 
both upset the equilibrium which a disarmament 
treaty is intended to establish, and would involve 
Governments in the useless expenditure of great 
sums of public money. 

88a. Conclusions. — It may be concluded, there- 
fore, that in many different ways the working of the 
profit motive in the armament industry does not 
coincide with the interest of the nation in respect 
of progress in design. 

Have Private Firms a Better Becord than Govern- 
ment Departments in respect of Progress in 
Design? 

89. It must next be asked whether it is true on 
the facts of history that private firms have been 
responsible for more inventions and improvements 
than Government arsenals or departments. 

So far as I am aware, no systematic historical 
study of this matter has ever been made by any 
Government or private authority. As far as I have 
been able to assemble the facts, I have not found 
sufficient justification for the broad statements that 
are made in favour of the private firms. The authors 
of these statements usually assume that all credit 
for any invention or improvement associated with 
the name of a private firm must be given to that 
firm. But, in fact, it is at least open to question 
.whether in many cases the credit should not go to 
others. 

In this connection I draw attention to certain of 
the most famous cases on which are based the claims 
made for private manufacture in this respect. 

(а) Sir W. G. Armstrong was a distinguished 
inventor of naval ships and guns. Before he 
founded the enterprise which was destined to 
become one of the greatest armament firms in the 
world, he had been in the employment of the 
Government at Woolwich Arsenal. 

(б) Similarly, Mauser left the service of a 
German State factory to manufacture the rifle by 
which he made his fortune and his fame. He had 
designed this rifle while he was in Government 
employ. 

Should the credit for the production of these two 
inventions be given to the private firms they founded 
or to the Government arsenals in which they received 
their training, learned their technique and, in a 
certain measure at least, made their plans? 

(c) During the last war the paravane was in- 
vented by Commander Burney, who tooik it to 
Vickers to be exploited. Commander Burney was 
a naval officer and an employee of the State. In 
what sense can the firm of Vickers claim credit 
for his invention? Can it be believed that if there 
had been no private armament firms he would not 
have taken his paravane to a Government arsenal? 
Can it he doubted that a Government which 
bought Sir W. G. Armstrong’s guns from Elsvvick 
would have refused to allow him to make them if 
he had remained at Woolwich? 

90. It has sometimes happened that private firms 
have exploited for their profit new designs made in 
Government arsenals and research departments. A 
famous case is that of the Buffington-Crozier dis- 
appearing gun carriage. General Buffington, then 
Chief of Ordnance in the United States Army, 
designed and constructed a gun at Government ex- 
pense in Government gun shops, .spending hundreds 
of thousands of dollars in experiments to perfect the 
gun carriage. The Bethlehem Company then made 
a secret contract with General Buffington and his 
co-inventor. Captain Crozier, 'and patented the gun 
carriage in many foreign countries. The facts con- 
cerning this case were exposed in the American 
House of Representatives by Congressman Claude H. 
Tavenner in 1915. In what sense can the Bethlehem 
Company claim credit for this invention? 


91 . These few examples show that it is exceedingly 
difficult to justify any general claim that private 
firms have a much better record than Government 
Departments in respect of progress in design. This 
was true even before the War; it must be much more 
true to-day when public expenditure on Government 
armament research is on a far greater scale and 
when the results of that Government research are 
frequently iplaced at the free disposal of private 
firms. 

How Progress in Design is effected. 

92. Apart from this unsubstantiated historical 
contention that private firms have a “ better record ” 
than Government Departments and arsenals, is there 
anything in the nature of progress in design which 
supports the argument now being discussed? 

Progress in design means change in the nature, 
tj'pe or construction of weapons and munitions which 
renders those weapons and munitions more powerful 
for the destruction of enemy troops or their defences, 
communications, etc. ; which renders these weapons 
or munitions more mobile or easier to use; or which 
makes them simpler in construction or less in cost. 

Such progress may be brought about by change so 
considerable as to justify the use of the word 
“ invention ” ; or it may be brought about by 
gradual minor improvements in existing types. 

Invention may mean the production of some 
entirely new kind of weapon, e.g., the tank, or 
poison-gas; or so great an increase in the efficiency 
of an existing weapon as to render all previous 
models obsolete as, e.g., the Maxim gun made the 
Gatling and Nordenfeldt machine guns obsolete. 
Such inventions are frequently made 'by men of 
genius not regularly engaged in armament work. 

Improvement, as distinct from invention, is the 
result of the gradual adoption of minor new devices, 
suggested as a rule by the experience of those who 
are regularly engaged in the work of armament 
research, experiment, repair or manufacture. 

93. I call the attention of the Commission to the 
following points : — 

(а) Progress by either method usually results 
from scientific research and practical experimenta- 
tion. Modern armaments are so complex and the 
precision required so great that hoth research and 
experimentation are very expensive. Prior to 1914 
a considerable part of the research and experi- 
mentation carried out was done by private firm.s; 
now there is no major military Power in the world 
that does not devote to this purpose sums amount- 
ing, at least, to hundreds of thousands of pounds 
a year. 

(б) Research and exiperimentation give the best 
results when they are carried on in close con- 
junction with the practical work of manufacture 
for large scale production and with the work of 
repair. 

(c) Experimentation often requires the active 
help of the Armed Forces and the use of Govern- 
ment ranges, training and testing grounds, etc. 

94. At the present time, both armament firms 
and the Government concern themselves with pro- 
moting progress in design. 

I have not been able to discover any comprehen- 
sive published data concerning the amount of re- 
search and experimentation which is done by private 
manufacturers, or what sums they devote to these 
purposes. The following points, however, may be 
noted : 

(a) All armament firms keep drawing offices for 
design proper on a larger or smaller scale. 

(b) Some armament firms, including the more 
important, devote considerable sums to research 
and experimentation. Sir Robert Hadfield, himself 
a distinguished scientist and researcher, has 
described the research work done by his firm. 
According to “ Brassey’s Naval Annual ”, most 
warship-building firms spend something on re- 
search. 

Imperial Chemical Industries maintain research 
laboratories. 

Most aircraft firms do little, if any, research, 
but a number of them do a good deal of experi- 
mentation with new models. Part of this experi- 
mentation is financed by public money. 
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(c) Most of the results obtained by Government 
Research Departments are placed at the disposal 
of the private firms. 

(d) The private firms receive facilities from 
the Services in their experimental and testing 
work, e.g., the use of ranges, training-grounds, 
troojj co- 0 ;peration, etc. : 

(e) Some of the private firms have an obliga- 
tory option on inventions made by persons in their 
employ : 

(/) Private firms, of course, accept, and indeed 
are extremely anxious to secure, new inventions 
brought to them by those not in their employ. 

95. The Government also takes part in work of 
promoting progress in design in the following ways : 

(a) It maintains research stations and establish- 
ments at a large cost to the Nation. Details of 
the work done in research and experimentation are 
shown in the following tables : 

(i) Army : 

(For the year ended 31st March, 1933). 


Vote 9. 


Warlilce Stores. 


Service Grant. 

£ 

A. Establishment for Research 617,000 

Experiment and Design. 

B. Inspection of Warlike 402,000 

Stores. 

(ii) Navy. 

.Appropriation Account. 
■ Vote 6. 


Expenditure. 

£ 

614,000 

400,696* 


Scientific Services. 

Scientific Research and 
Experiment. 

£ 

N. Salaries, Wages and 163,913 

Allowances. 

N.N. Salaries of Analytical 15,919 
Chemists. 

O. Maintenance of Research 89,748 

Establishments and 
Laboratories, and Mis- 
cellaneous Expenses of 
Scientific Research. 

Mine Design Department, Tor- 
pedo Experimental Station, 

Signal School and Anti- 
Submarine Establishment. 

P. Salaries and Wages of 73,353 

Civilian Staff. 


£ s. d. 
162,237 9 6 

16,173 10 3 

76,209 16 9 


71,628 4 0 


£342,933 £326,238 19 6f 


(iii) Air. 

Extract from the Memorandum on the Air 
Estimates presented to Parliament by the 
Secretary of State for Air in 1934. 

“ The provision for experimental services 
(shown in Appendix I) is £1,428,000, an increase 
of £43,000 on the figure for 1933. There is an 
urgent demand for further research and develop- 
ment work .which can no longer be postponed. 

“ The gross expenditure on the Royal Aircraft 
Establishment at Farnborough amounted to 
£385,791 Is. 3d., £325,000 of which went for 
experimental and research work.”f 

(b) The Government take an option on the in- 
ventions made by persons in the employ of 
Ordnance Factories and other Government estab- 
lishments ; 

(c) They also receive inventions from outside 
sources; 

(d) They stimulate the flow of inventions by 
giving rewards to those who put forward useful 


* House of Commons Document 32, 1934, p. 19. 
t House of Commons Document No. 31, 1934, page 20. 
+ House of Commons Document 33, 1934, p. 12. 
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ideas. In the years 1932-33, 
amounted to the following total : 

these rewards 


£ 

Army ... 

— 

Navy 

10,602 

Air Ministry ... 

19,263 

Total 

... £29,765 


(e) Woolwich Arsenal maintains a large Drawing 
Office which keeps in close touch with the research 
stations under the control of the 'War Office. 

(/) The Admiralty maintain a Royal Corps of 
Naval Constructors who receive and approve sug- 
gestions made by private Arms and decide upon 
their incorporation in new vessels to be built. 
The Royal Corps of Naval Constructors is 
responsible for the designs and construction of all 
new vessels for His Majesty’s Navy. 

(g) The Air Ministry, on the other hand, con- 
sider that design is better left to the competition 
of private Arms. In consequence, they have not 
established a Royal Corps of Aeronautical 
Designers. 

(h) All repair work, the importance of which in 
connection with design has been stressed above, is 
done in Government establishments, i.e., in 
Ordnance Factories, Royal Dockyards and Royal 
Aircraft Stations. 

96. In the light of 'these facts, it is now necessary 
to consider whether there is really adequate ground 
for the contention that the abolition of Private 
Manufacture would cause stagnation in design. 

I submit, for the consideration of the Commission, 
that there is no adequate ground for that conten- 
tion. The following points appear to support this 
view : 

(а) The research and experimentation now done 
by Government Departments are overwhelmingly 
more important than that done by private 
firms, for the reason that the equipment, plant, 
laboratories and annual income at the disposal of 
the Government Departments are all much greater 
than .private firms can possibly afford. 

(б) If it were desirable, the most successful 
research experts, .designers, etc., now attached to 
private firms could be moved to Government estab- 
lishments when the private firms were liquidated. 

(c) There is no reason to think that inventors 
would be any less ready to bring their inventions 
to Government Departments than they are to 
bring them to ijrivate firms. It may be that 
while the system of Private Manufacture exists 
the inventors retain the hope of securing higher 
remuneration from private firms than Govern- 
ment will give. But if there were no private 
firms they would, obviously, take their inven- 
tions to the Government instead. If Sir W. G. 
Armstrong had not been able to exploit his ships 
and guns in private trade, can it be seriously 
believed that he would not have stayed at Wool- 
wich and made them there? 

(d) If the Commission consider that the induce- 
ments to inventors at the present scale would 
be inadequate under a system of Government 
monopoly, they could recommend that the rewards 
given should he more generous. 

(e) For the work of research, experiment and 
design, it is plain that centralisation has great 
advantages. As said above, the system of a 
Gov^ernment Corps of Designers is already 
adopted by the Admiralty and, in a considerable 
measure, by the Army; while Mr. McKinnon 
Wood has laid before the Commission cogent 
reasons for thinking that the Air Ministry might 
with advantage adopt the same system. It is, 
indeed, obvious from the very nature of research 
and ex.perimentation that the pooling of ideas is 
more likely to produce the best results than a 
system by which small groups of persons carry on 
their work in competition with each other, each 
working .with smaller plant and resources than they 
require, all of them keeping their results secret 
from each other. 

2 R 


278 


APPENDIX 


(/) It can hardly be doubted that the Govern- 
ment will be quite as ready to accept from persons 
in its own employ, or from private inventors 
outside, new ideas and inventions, as they now are 
to purchase these ideas and inventions in the 
form of finished goods from a private firm. It 
may have been the case in pre-war days that 
Government methods acted as a “clog” upon 
development and change. But that can hardly 
be true to-day when so much public money is 
devoted to promoting progress in design. Indeed, 
to doubt that Government Departments will be as 
anxious as any private firm can be to secure 
improvements is to throw aspersions upon the 
public spirit, scientific attainments, and organising 
power of the distinguished men who are employed 
by the three Fighting Services for the express 
purpose of promoting progress in design. 

97. Conclusions . — The above argument may be 
summarised by saying that to-day there is no 
difference in the methods adopted by Government 
Departments and by private firms for promoting 
progress in design, except that the Government 
Departments have far greater resources at their 
disposal and the advantages which result from the 
centralisation and pooling of effort. The agents 
of Government Departments may not have the 
stimulus of personal profit in quite so high a 
degree as some of the agents of a private firm; 
but it may be doubted whether this stimulus of 
private profit is really more powerful than the 
search for military advantage which must inspire 
all ranks of Services which, like the Army, the 
Navy and the Air Force to-day, are responsible for 
preparing for the contingency of another war in 
which the superiority of weapons may be decisive. 
It is what Sir Eustace d’Eyncourt described as the 
international “ Derby ” race among nations for the 
lead in armament invention which, to-day, is the 
true stimulus to progress in design, and I submit 
that, while this “ Derby ” race continues, the nation 
could rely on the public spirit and the personal 
interests of its servants to ensure that no true 
opportunity of military advantage should be lost. 

War Experience in respect of the matter of Progress 
in Design. 

98. The above conclusion is confirmed by the ex- 
perience of the War of 1914-18. To support this 
contention I offer the following quotations ; 

(a) An extract from the History of the 
Ministry of Munitions : 

“ Administrative methods for ensuring 
good quality play an important part in the 
successful provision of warlike stores. The 
relations between research, design, production 
and test are so intimate that ultimate 
effectiveness depends upon the facilities pro- 
vided for a irqady co-operation between the 
officers concerned with each of these tasks. 

“ When in the summer of 1915 a ministry 
of supply was set up to produce the equipment 
for the growing armies, responsibility for de- 
sign and the standards of inspection were re- 
tained by the War Department. By the end 
of the year, it had been found to be essential 
to success in fulfilling the enormous munitions 
programme for 1916 and 1917, that these duties 
should be united with that of supply. 
Accordingly the Ministry of Munitions became 
responsible for design and the standards of 
inspection in December, 1915. At the same 
time, the technical duties so transfeired were 
concentrated in a strong military department 
within the Ministry in order to safeguard the 
interests of safety and efficiency. 

“ The immediate results of the transfer were 
to expedite decisions upon which depended the 
whole of the supplies for the summer campaign 
of 1916, and to render more elastic the system 
for securing changes needed to facilitate pro- 
duction and to make the most of the country’s 
waning material resources. . . . The 

maintenance of good quality in so large an 
output 'and under stringent economic condi- 
tions was a matter of considerable difficulty. 


The administrative problem of combining 
military and commercial knowledge in a single 
Department of State was not easy to solve. 
In spite of these difficulties the technical 
achievements of the new Department were 
remarkable. New weapons were developed 
with success. Existing patterns were modi- 
fied with rapidity to meet the changing 
exigiencies of the tear. The general quality of 
the munitions supplied improved steadily, so 
that by the end of the war British troops could 
place even greater confidence than before in 
the safety and efficiency of their equipment.”* * * § 

(6) An extract from “ The Great Munition 
Feat,” by Dewar. 

“ Woolwich, through its immense expert and 
practical knowledge of munitions of war, was 
expected to test and advise on all manner of 
new inventions, which were offered first to the 
TFnr Office and Admiralty and later to the 
Ministry of Munitions. It had incomparable 
facilities for that purpose. ”t 

(c) An extract from the Report of the 
McKinnon Wood Committee, presented to His 
Majesty’s Government in March, 1919. 

“ .... It will still be vitally necessary fur 
the Government to continue to carry out experi- 
ments with new forms of weapons and new de- 
velopments in the material for war, introduced 
by scientific research, and therefore a Factory 
or Factories, either owned by the Government 
or Private trade, will be required for this pur- 
pose. We consider that the arguments in favour 
of the retention of a Government Arsenal in 
peace time are overwhelming . . . . It is of 

value that repair work should be undertaken in 
the Factory that is most closely in touch with 
design .... This can best be effected by 
both the main Design office and Factory being 
under Government control.* 

The McKinnon Wood Committee went on to 
say : — 

“ In all probability .... private Design 
will largely decrease in future as armament 
manufacture ceases to be a subject of commer- 
cial production. ”§ 

This prospect did not alarm the McKinnon 
Wood Committee and they made no recommenda- 
tions for encouraging or maintaining private 
Design, research or experimentation. 

(d) An extract from the History of the Ministry 
of Munitions. 

Discussing the necessity for the maintenance of 
a Government Arsenal, the History says : — 

“ Some such establishment seems essential as 
a source of the specialised knowledge of manu- 
facture required for Government inspection and 
control and as a headquarters for the improve- 
ment of Design."\\ 

The Value of Secrecy in Progress in Design. 

98a. The argument set forth above provides, in 
some measure at least, an answer to the contention 
that Private Manufacture is essential to that pro- 
gress in design on which, as it is said, national 
security depends. 

But, it does not provide the whole answer. There 
is another aspect of increasing importance. 

In setting forth the arguments in favour of a 
Government Arsenal, the McKinnon Wood Com- 
mittee, in the report cited above, says as follows : 

“ In the first place secrecy, which is often a 
great essential in armament development, can 
more easily be preserved in a Government 
establishment. ’ ’ H 

* History of the Ministry of Munitions. Vol. IX 
Part II, pp. 106-7. 

t Dewar, The Great Munition Feat. pp. 69-60. 

t Cmd. 229, 1919, p. 8. 

§ Ibid, p. 12. 

II History of Ministry of Mimitions. Vol. VIHj P- 1- 
^ Cmd. 229, 1919, p. 8. 
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The History of the Ministry of Munitions uses 
almost the same language: “Secrecy,” it says, 

“ which is often essential in armament development 
is more easily attained in a Government Factory.” 

98b. These judgments result from the experience 
which many Governments have had of the working of 
the present system, under which new armament de- 
velopments lu'oduced in one country are at once made 
available to the world at large. 

It has sometimes even happened that private 
manufacturers have stolen new ideas or inventions 
developed in Government Arsenals, or Research 
Stations, and have sold them abroad. It has more 
frequently happened that private manufacturers, in 
the ordinary course of their business, have sold 
ideas and patents to other countries which their 
Governments and their peoples believed to be a 
national secret. 

A remarkable example of the working of the pre- 
sent system is furnished by the sale of British Aircraft 
to Germany in 1934. Mr. McKinnon AVood has 
pointed out that, as the result of this sale, the Ger- 
man Government, whose competition is now forcing 
His IMajesty’s Government greatly to increase the 
British Air Force, obtained the benefits of prolonged 
research and experimentation carried out by a British 
Government Department at a very heavy expendi- 
ture of public monej'. 

Another example, no less important from the pre- 
sent point of view, is furnished by the patenting in 
foreign countries of the Hadfield “ Relieved Base ” 
armour-piercing shell, referred to in paragraph 85 
above. 


Conclusions. 

99. I submit, therefore, the Hollowing conclu- 
sions : 

(o) There is no peculiar merit in the system of 
Private Manufacture which secures progress in 
design which Government Departments could not 
secure if Private Manufacture were brought to an 
end. 

(b) Government Departments have greater re- 
sources, larger staffs and better equipment for 
research and experiment than private firms. 

(c) They have an even keener stimulus to keep 
ahead of foreign rivals. 

(d) Under Government monopoly new armament 
secrets would not be broadcast to the world, un- 
less the Government decided that it was to their 
advantage that foreign countries should have them 
too. Thus, under conditions of international 
anarchy and armament competition, the Govern- 
ment would not lose, as it so often loses now, the 
differential military advantage which new inven- 
tions give. 

(e) These advantages of Government monopoly 
are even greater in time of war than in time 
of peace. 

(/) When international anarchy has been re- 
placed by a stable system of disarmament and 
organised peace, the abolition of Private Manufac- 
ture would remove a factor likely to upset the 
balance of armed strength established by the Dis- 
armament Treaty. For while under the Treaty, 
Governments would have every interest to safe- 
guard the balance of strength established and to 
prevent new qualitative improvements calculated 
to render valueless the quantitative limitations 
which the Treaty laid down, private manufac- 
turers would have an interest to circumvent or 
defeat the purpose of the Treaty in every way. 


CHAPTER XI 


The Alleged Advantages of Foreign Trade in Arms 


100. The next important argument in favour of 
the present system is based upon the alleged advan- 
tages of an export trade in arms. 

Language is sometimes used by those in authority 
which would lead to the conclusion that it should 
be an important object of national policy to increase 
our export trade in arms, and it has been admitted 
that diplomatic missions abroad receive instructions 
to assist the agents of arms manufacturers in their 
efforts to accomplish this end. 

The value of Great Britain’s exports of arms. 

101. It will be useful to preface the discussion of 
this point by a statement of Great Britain’s present 
export trade in arms. It is set forth in the follow- 
ing tables : 


Naval Armaments.* 


Exports of New Ships from the United Kingdom. 

War Vessels 


1925 

1926 

1927 

1928 

1929 

1930 

1931 

1932 

1933 


(including Machinery 
and Armament). 

£ 

14,354 

19,300 

45,388 

5,143,150 

3,820,250 

707,400 

600,000 

525,000 

254,928 


* Brassey’s Naval Annual, 1935, p. 347. 


Exports op Arms.* 

(Guns, Machine-Guns, Mountings, Riples, Side-arms and other Military Stores) 



1927. 

1928. 

1929. 

19 

30. 

1931. 


Value 

1,000 

£ 

Per 

cent. 

Value 

1,000 

£ 

Per 

cent. 

Value 

1,000 

£ 

Per 

£ 

Value 

1,000 

£ 

Per 

cent. 

Value 

1,000 

£ 

Per 

cent. 

Total of exports for foreign 
countries. 

650-1 

65-2 

628-7 

50-4 

1,252-0 

68-0 

902-4 

63-5 

1,101-1 

79-2 

Total of exports for British 
countries. 

446-0 

44-8 

618-1 

49-6 

588-2 

32-0 

519-5 

36-6 

288-7 

20-8 

General Total 

996-1 

100 

1,246-8 

100 

1,840-2 

100 

1,421-9 

100 

1,389-8 

100 


* League of Nations Statistical Year-book of the Trade in Arms and Ammunition, 1933. 
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Expokts op Ammunition.* 


(Shells, Torpedoes, Small-arms Ammunition, Propellants, Explosives) 



1927. 

1928. 

1929. 

1930. 

1931. 


Value 

1,000 

£ 

Per 

cent. 

Value 

1,000 

£ 

Per 

cent. 

Value 

1,000 

£ 

Per 

cent. 

Value 

1,000 

£ 

Per 

cent. 

Value 

1,000 

£ 

Per 

cent. 

Total of exports for foreign 
countries. 

800-6 

36-9 

1,299-9 

45-4 

1,141-1 

43-3 

834-6 

40-1 

702-4 

45-1 

Total of exports for British 
countries 

1,368-9 

63-1 

1,561-9 

54-6 

1,492-2 

56-7 

1,243-9 

59-9 

855-7 

54-9 

General Total 

2,169-5 

100 

2,861-8 

100 

2,633-3 

100 

2,078-5 

100 

1,558-1 

100 


* League of Nations Statistical Year-book of the Trade in Arms and Ammunition, 1933. 


Am Armaments.* 


Exports of Aeroplanes, Engines and Spares. 


Year. 


Aeroplanes. 



Engines. 


Spares. 


Number. 

Value. 

Average 

Value. 

Number. 

Value. 

Average 

Value. 

Value. 

Value. 



£ 

£ 


£ 

£ 

£ 

£ 

1924 ... 

188 

438,000 

2,330 

580 

449,000 

775 

314,000 

1,201,000 

1925 ... 

148 

345,000 

2,330 

492 

439,000 

895 

362,000 

1,146,000 

1926 ... 

150 

391,000 

2,610 

266 

296,000 

1,110 

430,000 

1,119,000 

1927 

140 

205,000 

1,460 

380 

396,000 

1,040 

484,000 

1,085,000 

19s8 ... 

358 

451,000 

1,260 

432 

349,000 

1,050 

527,000 

1,327,000 

1929 

525 

804,000 

1,530 

1,148 

504,000 

440 

852,000 

2,159,000 

1930 ... 

317 

601,000 

1,890 

552 

540,000 

980 

909,000 

2,050,000 

1931 

304 

779,000 

2,560 

363 

413,000 

1,140 

668,000 

1,860,000 

1932 ... 

300 

641,000 

2,140 

452 

467,000 

1,035 

633,000 

1,742,000 

1933 

234 

475,000 

2,030 

409 

448,000 

1,100 

542,000 

1,466,000 

10 years’ 
average. 

271 

513,000 

1,900 

507 

430,000 

850 

572,000 

1,516,000 


* Annual Report of the Director of Civil Aviation, 1933. 


101a. On the above tables the following observa- 
tions must be made : — 

(a) The total average export of armaments in 
the period up to 1933 was approximately £6,000,000 
per annum. The considerable expansion of world 
armaments since 1933 has probably increased this 
total; but the increase of exports is almost cer- 
tainly not out of proportion to the increase of 
armaments manufactured for the home Govern- 
ment. 

(b) The total of £6,000,(X)0 includes the exports 
of civil aircraft. I have been unable to secure 
exact figures, but it appears improbable that the 
proportion of civil aircraft exported is more than 
one-twelfth of the military exports. 

(c) The rough average of £6,000,000 may be 
considerably increased if armament firms receive 
orders for the larger types of warship. As the 
table shows, this is an occasional, but not a 
frequent, event. 

(d) The total arms exported amount to approxi- 
mately one-fifth to one-sixth of the total arms 
produced in Great Britain. 

(e) Of the total arms exported, approximately 
one-third go to British dominions and possessions 
abroad, i.e. the value of the total exports of arms 
to non-British destinations may be taken as 
approximately £4,000,000 per annum, or one- 
eighth to one-ninth of the national production. 

The alleged advantages of arms exports. 

102. It is said: — 

(а) That the export of arms gives employment 
to British workers and thus helps to pay for the 
large imports of food and raw materials without 
which the nation cannot live. 

(б) That by spreading the overhead charges of 
arms-producing plant over a larger output than 
there would be if there were no export trade, 


exports reduce the prices which the purchasers of 
arms — i.e. the British Government and foreign 
Governments — must pay. 

(c) That by employing jjlant in arms production 
in peace time, it adds to the reserve of manufac- 
turing capacity available for armament expansion 
if war occurs. 

(d) That if war occurs, the Government can re- 
quisition the arms being manufactured for export, 
and thus increase its potential reserve supplies. 

103. Before these advantages are examined it is 
necessary to consider an implicit assumption on which 
they are based. 

It is assumed that if Private Manufacture were 
abolished. Great Britain would lose the whole of 
her present export trade in arms. This assumption 
rests on no foundation of exiierience or reason. On 
the contrary: — 

(a) It is certain that the Overseas Governments 
of the British Commonwealth would continue to 
purchase their arms from national arsenals in 
Great Britain. Thus the maximum loss of export 
trade would amount to two-thirds of the present 
total, i.e. approximately £4,000,000 per annum. 
This is about 1 per cent, of Great Britain’s manu- 
factured exports of all kinds. 

(b) As will be argued later, there is no reason 
for thinking that, if a National Arms Board of 
the kind proposed were in fact established, foreign 
governments would cease all their purchases of 
British arms. It may ivell be argued that such 
governments -would prefer to deal with the agents 
of a non-profit-making public body rather than 
with the agents of private firms. If there were 
any purchases by foreign governments, the per- 
centage of export trade lost would be even lower. 

I now proceed to examine in turn the four alleged 
advantages of this export trade in arms. 
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104 . The employment given by the export trade in 
arms. — It is true that the export of arms furnishes 
employment to a considerable number of British 
workers. But it is not true that if the exports of 
arms ceased, the woi'kers who made them would 
remain permanently unempiloyed. The economic 
effects would be as follows : — 

(а) In the long run, there would probably be 
equivalent employment in other exports, or in 
making other goods for home consumption. 

(б) In the period of transition employment would 
be reduced; but relatively to the total unemploy- 
ment at present existing, the reduction would be 
trivial. 

(c) If the transition were made in a period of 
expanding trade, the reduction would be nil. 

(d) If the arms exported are used in war, their 
effect in reducing the potential market for other 
British exports may outweigh their own value. 

105 . It must be added that if Great Britain gave 
the example of abolishing Private Manufacture, the 
political effect might be such as materially to im- 
prove the chances of securing international agree- 
ment for Disarmament. 1'he ultimate economic 
effects of this would be beneficial and most im- 
portant, and this hope must be counted as a real, 
though, of course, a purely hypothetical, offset 
against the immediate economic loss, if any. 

106 . The “ spreading ” of “ overhead charges .” — 
In most statements of the argument that the 
system of Private Manufacture spreads the 
“ overhead charges ” on the manufacture of arms 
and thus reduces prices, there is considerable con- 
fusion of thought. 

(a) The reduction of overhead charges on any 
given product depends on two things : 

(i) How nearly the factory or other unit of 
production approximates to the ojjtimum size 
of a productive unit in a given industry. 

(ii) Whether the units engaged in production 
are working up to full capacity or not. 

(b) The analysis given above may be recalled. 
If the Government desires to keep a permanent 
reserve of plant standing idle, it must pay for it, 
whether the plant is in Government or private 
factories. But in addition there may be in pri- 
vate factories plant which is sometimes used for 
making armaments for the home Government 
and sometimes in making armaments for export. If 
this gives the plant more continuous employment, 
a real economy results. But it must be noted 
that, if Private Manufacture w^ere ajbolished. 
Government factories might be able to manufac- 
ture for export (cf. paragraphs 174 and 175 
below). 

(c) Further, it must be remembered that over- 
heads will not only be reduced if a firm under- 
takes the manufacture of arms ; they will also bo 
increased by the cost of the specialised selling 
organisation which the armament trade requires. 
The foreign purchasers will presumably as a rule 
pay for this in the prices they give for the arms 
they buy; but perhaps not always. In any case, 
the Commission wdll recall that in 1915 the larger 
armament firms laid great emphasis on their heavy 
expenses in this resident. 

It is thus fair to conclude that the advantage 
due to the “ spreading ” of “ overheads ” under 
Private Manufacture is at best very slight, and 
in all probability amounts to nothing at all. 

107 . The alleged increase of reserve capacity for 
armament expansion in time of war. — It is 
evidently true that if engineering plant is en- 
gaged in making arms for export when war 
begins, the immediate increase of arms-production 
will be pro tanto greater than if no export trade 
existed. But, as shown above, the total volume of 
export is relatively small. The additional plant due 
to exports which will be available at a time of crisis 
will be the plant needed to make £4,000,000 worth 
of armaments a year. This is equivalent to a daily 


output of approximately £10,950 worth of arms. In 
the last war consumption was at the rate of hundreds 
of thousands of pounds worth per day. 

Moreover, as I will endeavour to show in a later 
section, the output of government factories can be 
more rapidly expanded at a time of crisis than that 
of private factories. It would therefore certainly 
not disadvantage the nation from the military point 
of view to keep in Government factories an addi- 
tional amount of plant equivalent to that now used 
for the export trade. The cost of maintenance of 
the plant required for an output of £4,000,000 per 
annum would be extremely small. 

108. The requisition of war material on order for 
foreign Powers when war breaks out. — It is, of 
course, true that if war breaks out, the Gov- 
ernment of an arms-producing country can 
requisition for its own requirements the arms and 
ammunition being manufactured for foreign pur- 
chasers. In 1914 Great Britain requisitioned four 
“ Dreadnoughts,” other smaller ships of war, and a 
certain quantity of small arms and ammunition. 

The following points should, however, be noticed : 

(a) The amount available in the early stages of 
the war will not be the whole annual output of 
arms for export, but only a part of that output. 
How largo a part it will be will depend on the 
“ period of production ” of the various arms 
which are requistioned. It will in any case be a 
small amount relatively to war needs. 

(5) The diminution of potential reserve stocks, 
due to the loss of the power to requisition arms 
on order for export, could therefore be remedied 
by a very small annual expenditure, the cost of 
which would probably be offset by the economies 
resulting from the abolition of Private Manu- 
facture. 

(c) In practice, the military advantage of the 
policy of requisition may be offset by important 
disadvantages. For since, in the Prime Minister’s 
words, “ the Covenant is the sheet anchor of 
British foreign policy,” Great Britain will never 
he an aggressor in any future war and wdll, there- 
fore, only engage in large-scale hostilities when 
she does so in co-operation with the other Mem- 
bers of the League in defence of the Covenant. 
In this case the requisitioning of arms ordered 
for foreign powers might mean keeping back sup- 
plies for ultimate use by British troops which 
require a long training before they can use them, 
instead of furnishing the said arms to allied troops 
who could use them at once. 

(d) The requisitioning of arms may create 
political complications of a serious kind. Thus, 
the taking over in 1914 of two “ Dreadnoughts ” 
which were destined for the Turkish Government 
undoubtedly created great resentment in the 
Turkish Empire, and some good judges hold the 
view that it was a most important factor in 
determining Turkey’s decision to take part in 
the war on the side of the Central Empires. 

Conclusions. 

109. As the result of the above discussion, I sub- 
mit the following conclusions for the consideration 
of the Commission : 

(a) That the loss of employment due to the cessa- 
tion or diminution of the export trade in arms 
would be less serious than is often believed. 

(b) That the advantage accruing from the 
“ spreading ” of “ overheads ” under Private 
Manufacture over exports of arms is relatively 
very small. 

(c) That the addition of reserve manufacturing 
capacity due to the export trade is negligible in 
comparison with war requirements; and that the 
loss of such reserve capacity, if any, could easily 
bo made good by additions to the existing plant 
in government factories at a very low cost to the 
nation. 

(d) That the military advantages of requisition- 
ing arms on order for export may be offset by 
important military and political disadvantages. 


282 


APPENDIX 


CHAPTER XII 

Private Manufacture and the Expansion of Armament Production in Time of War 

110. Of all the arguments deduced in favour of Thus the Air Ministry, like the War Department 

the system of Private Manufacture, the most im- of the United States, are willing to give the benefit 

portant is that which relates to the expansion of of their technical improvements to potential 

armament production in time of war. It was this enemies provided, in return, there is in their own 

argument which inspired a recent official statement country an increased manufacturing capacity 

to the effect that to abolish the private firms would which will enable them to expand the output of 

be to “strike a vital blow to our own real security.” armaments in time of war. 


111. This view has been shared by many Govern- 
ments and has led them to accept anomalies which, 
otherwise, it is most improbable that they would 
have approved. Two examples may he given : 

(a) In the Proceedings before Senator Nye’s 
Senatorial Commission of Inquiry, a letter was 
read addressed on 8th May, 1928 to Mr. L. L. 
Driggs, the President of the Driggs Ordnance and 
Engineering Company of New York, by the 
Assistant Secretary for War in the United States 
Government. The letter reads as follows : 

“It is the desire of the War Department to 
encourage the manufacture of munitions in the 
United States by oommeroial manufajcturers. 
The War Department would be willing to 
release to your company the designs of our 
latest anti-aircraft material, with the exception 
of certain secret portions, provided you had 
a contract with a foreign Government for a 
production quantity of anti-airoraft material 
which you would agree to manufacture in the 
United States. You can readily appreciate that 
an order from a foreign source for only two or 
three of these new “ anti-aircraft materials 
would only serve to disclose to the foreign 
power the latest United States developments in 
anti-aircraft artillery, and would not develop 
any munitions manufacturing capacity in yowr 
plant. The size of the order wiU, therefore, 
have to receive the approval of the War Depart- 
ment before any design information is released 
to your company.”* 

This letter shows that the War Department of 
a Great Power was so anxious to increase the 
“ munition manufacturing capacity ” of a private 
firm that it was prepared to “ disclose to a foreign 
Power the latest United States developments (i.e., 
secret Government developments) in anti-air- 
craft artillery,” provided it was satisfied that the 
foreign Power (N.B. — any foreign Power) would 
avail itself of these developments in large amounts. 

(b) An extract from a Memorandum on the Air 
Estimates contained in the British Air Ministry’s 
“ Appropriation Account,” 1932, reads as follows: 

“ The Council regard it ... as a matter for 
satisfaction that Great Britain has of recent 
years, as a result of the close partnership 
between the Air Ministry and the industry, led 
the world both in performance and in develop- 
ment of the new technique. This is reflected 
in the growing volume of foreign orders with 
the advantageous reaction on domestic prices 
indicated in paragraph 9 above.” 

This is equivalent to saying that the potential 
enemies of Great Britain are receiving the benefit 
of all the technical improvements which have given 
us the lead in military aviation and which are due 
in great part to the Air Ministry’s research. 

Nor are the Air Ministry content merely to give 
“ the industry ” the benefit of their research; 
they also assist them in securing foreign orders. 
The Chairman of Hawker Aircraft, Ltd., Mr. 
Sopwith, spoke to the Annual General Meeting of 
his shareholders on 2nd July, 1935, as follows: 

“ A strong measure of support has been 
received from the Air Ministry and the Depart- 
ment of Overseas Trade in all our foreign busi- 
ness, and we shall spare no effort further to 
build up this side of our activities.” 


* Hearings before the Special Committee investigating 
the Munitions Industry, United States Senate, Part 2, 
Exhibit No. 206, p. 530. 


112 . In this chapter of my statement of evidence 
I desire to examine in the light of pre-war and war 
experience this officially accepted doctrine that the 
possession of a private armament industry enables 
a country to expand its armament production more 
rapidly than it could expand it if the manufacture 
of arms were a Government monopoly. 

At first sight the argument in favour of this 
doctrine appears persuasive. Armament production, 
in many of its processes, requires specialised 
machinery, specially trained workers and specially 
expert managerial skill. The mechanism of most 
arms and most kinds of munitions is highly complex 
and a high standard of precision is required; it 
seems obvious, therefore, that a system which 
increases the number of factories where armament 
manufacture is understood and where there are the 
necessary machinery and trained personnel must 
also increase the power of the country to expand 
production in time of war. The more widely peace- 
time production is “ spread,” the more numerous 
the units which understand the woik and which 
could, therefore, be switched over to arms produc- 
tion when war begins, the more, it would seem, the 
total potential increase is bound to be. 

113 . In reality, however, this simple statement of 
the matter begs the question. 

The amount of specialised armament plant in any 
given country will consist of : 

(а) the amount required to produce the annual 
output of armaments for consumption at home and 
for export abroad; 

(б) the unused reserve plant for the maintenance 
of which in idleness the Government elects to pay. 

As I have shown above, this amount will be the 
same whether the plant is situated in Government 
arsenals or in private factories. In the case of 
Great Britain, the only addition due to the system 
of Private Manufactura which might be lost if that 
system were abolished, is the small amount of 
specialised plant required to make the arms which 
Great Britain at present exports, and which she 
might cease to export under a system of Govern- 
ment monopoly. 

It follows that the problem as to whether or not 
the possession of a private .armament industry will 
increase the power to expand armament production 
in time of need, reduces itself to three simple 
questions : 

(a) Will a Government arsenal, with a given 
amount of plant, specialised machinery, special 
labour and special managerial skill, expand less 
rapidly than a private armament factory with the 
same amount of .plant, specialised machinery, etc..*’ 

(b) Is a private firm better adapted than a 
Government arsenal for mobilising and bringing 
into production the general engineering resources 
of the country? Is it better equipped for instruct- 
ing the ordinary non-armament firms how to carry 
out the manufacturing processes required ; for 
furnishing them with the drawings, jigs, gauges, 
etc., which they will need; and for distributing, 
co-ordinating and assembling the many various 
products of their work? 

(c) Is a private firm better adapted than Govern- 
ment Departments for building the new factories 
and installing the new plant required to jjroduce 
those kinds of war material for the production of 
which all the existing Government and private 
manufacturing resources of the country are in- 
adequate? 
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I will attempt to answer these questions in the 
light of British experience before and during the 
War. For this purpose I will base the discussion 
on the assumption — on which all my evidence is 
based — that in order to meet the needs of the nation 
in future war it would be necessary both to expand 
Government arsenals to their maximum capacity, 
and to bring into armament production the whole of 
private industry that is capable of making the neces- 
sary adaptations in its plant. 

Comparative Expansion of Government Factories 
and Private Armament Firms. 

114 . Are there grounds for thinking that a pri- 
vate armament factory with a given amount of iplant, 
etc., will expand its iiroduction in time of crisis 
more rapidly than a Government arsenal with an 
equal amount of iplant? 

I submit to the Commission that the answer to 
this question is as follows : 

(а) There is an a priori case for believing that 
Government arsenals will be able to expand jnore 
quickly than a private armament firm. Indeed, 
they obviously have certain natural advantages. 
Thus : 

(i) It is easier for Government arsenals than 
for private firms to prevent their men from 
enlisting in the armed forces. 

(ii) Since the work of Government arsenals is 
more highly specialised than that of private 
firms, the general level of skill, both among 
workers and managerial staff, tends to be higher. 
“ Dilution ” of labour can, therefore, be carried 
further. 

(iii) Since there is no question of private 
profit, the workers can he asked to make greater 
efforts, and arrangements for longer hours, etc., 
can thus more easily and more rapidly be made. 

(б) A Government Committee which examined 

the armament industry and the Government Fac- 
tories and Workshops under the Chairmanship of 
Sir G. H. Murray in 1907, declared as follows : 
“ Their (the Ordnance Factories) primary 

function is to provide a reserve of pro- 
duction power capable of being utilised to 
the full in times of emergency. It is 

admitted on all hands that the ultimate produc- 
tive power of the private industry of this country 
is greater than that which is possessed by the 
Government establishments ; but the trade takes 
time to adapt itself to an increased demand and 
the arsenal must be adequately equipped for tiding 
over the first few months of a critical period.” 

They therefore recommended a jilan which, in 
their view, would enable the arsenal “ to increase 
its output without loss of efficiency to the greatest 
possible extent in the shortest possible time.” 

In other words, the Murray Committee believed 
that, under the organisation which they proposed, 
and which, in fact, was adopted. Government 
arsenals could expand mo)'e rajiidly than private 
firms. 

(c) But according to the evidence given by 
General Martel to the McKinnon Wood Com- 
mittee in 1919, the man-power of Woolwich 
Arsenal had been reduced before 1914 below the 
level at which maximum expansion was possible. 
General Mai'tel declared, indeed, that the num- 
ber of skilled men was on the low side ; that the 
shop staff was so low that it was barely possible 
to carry on, even in peace time; that this was a 
serious handicap when rajiid expansion was 
needed ; that the Ordnance factories were left 
with machinery to meet a moderate expansion 
but not more. 

General Martel gave evidence that the total 
number of men in the Ordnance Factories had 
been reduced to approximately 10,500, although 
the Chief Inspector of Ordnance Factories had 
declared that 14,600 was the minimum required 
for efficiency. 

In other words, the Ordnance Factories were 
less well iirepared in 1914 for rapid expansion 
than the Murray Committee had believed they 
would be. 


(d) Nevertheless, so far as it is possible to 
make any comparison, there are grounds for 

thinking that the Government establishments ex- 
panded at least as raiiidly and as much as. 

private firms during the War. 

As the History of the Ministry of Munitions 

makes plain, no statistics were obtained until 1918 
as to the numbers of workers engaged on different 
classes of aa-mament work, nor was there any exact 
computation either of the total number of arma- 
ment workers or of the separate categories of 

armament workers engaged on the production of 
war material before the War. But the following 
figures may perhaps serve to give a rough indica- 
tion of the comparative expansions that took 
place : 

Total employed in Private Firms: 

August, 1914 (estimate made by 

Ministry of Munitions) ... ... 50,000 

13th April, 1915 (total employed by 
12 principal armament firms) ... 62,924 
Total employed in Ordnance Factories: 

August, 1914 ... ... ... ... 10,500 

(approx.) 

13th April, 1915 36,393 

Woolwich Arsenal: Total 

Employed. 

June, 1914 ... ... ... ... 8,500 

31st December, 1914 ... ... 23,000 

The figures of expansion in certain specialised 

departments of Woolwich Arsenal may be compared 
with the expansion effected by two comparable 
private firms. 

Woolwich Arsenal — Fillincj Factories : 

Total 

Employed. 


1st August, 1914 ... ... ... 1,580 

31st December, 191'5 ... ... 11,000 

Woolwich Arsenal — Small .inns 
Munition Factories : 

1st August, 1914 ... ... ... 666 

5th October, 1918* ... ... ... 8,027 

Birmingham Small Arms Company: 

August, 1914 ... ... ... ... 3,500 

November, 1918* ... ... ... 13,000 

Kynochs : 

1914 3,410 

1915 10,798 


1 do not suggest that these figures can be used 
to justify any definite conclusion ; but I think they 
suffice to show that there is at least no proved case 
for the view that in the last war private manu- 
facturers effected & greater expansion than the 
Government arsenals on an equivalent basis of 
Iplant and personnel. 

(e) The judgments of those in charge of muni- 
tions production during the War lend at least some 
support to the view that the Government arsenals 
expanded more rapidly than private firms. Mr. 
Lloyd George’s declarations concerning the success 
of Woolwich Arsenal are well known. Speaking 
of Woolwich Arsenal a well-known authority, Mr. 
Dewar, says : 

“ We could not have won the war except for 
its resources and ingenuity in the earlier part 
of the struggle.” 

Many other such judgments could be cited. 

Bringing non-specialised industry into armament 
production. 

115 . I now turn to the second question set forth 
in para. 113 above : whether private firms are better 
adapted than Government factories or arsenals for 
bringing into armament production the non- 
specialised engineering resources of the country. To 
put this question in the language of to-day : should 
the private armament firms be entrusted with the 
industrial mobilisation of the nation for the produc- 
tion of arms and ammunition in case of war? 

On this question the experience of the last war 
furnished evidence of the utmost importance. 

* No earlier figure available. 
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116 . For at the beginning of the war the task of 
industrial mobilisation was left in the hands of the 
private armament firms. This was the result of a 
deliberate policy adopted on the recommendation of 
the Murray Committee referred to above. The 
governing passage of the Murray Committee’s Report 
is as follows ; 

“It is admitted on all hands that the ultimate 
productive power of the private industry of this 
country is greater than that which is possessed by 
the Government establishments. Bat the trade 
takes time to adapt itself to an increased demand, 
and the Arsenal must be adequately equipped for 
tiding over the first few months of a critical 
period. After that period, all important as it is 
in war, private enterprise may be trusted to meet 
the national requirements to a large extent.” 

117 . No effort was spared to give an honest trial 
to this plan of making the established armament 
firms the agents for developing the arms-producing 
resources of the country. Thus before war broke 
out : 

(a) The share of orders given to the armament 
firms was greatly increased. It was a consequence 
of this that, although armament expenditure rose 
from £59,000,000 in 1907 to £77,000,000 in 1914 
the man-power of the ordnance factories was re- 
duced by nearly 40 per cent. 

(b) The armament firms were given special 
assistance, including subsidies to enable them to 
increase their plant. 

(c) The Government established very close rela- 
tions of co-operation and consultation with the 
armament firms. 

118 . Nor did this special treatment and encourage- 
ment end when war began. On the contrary : 

(a) Oi'ders for arms and munitions were given 
exclusively to the established armament firms on 
the Admiralty and War Office lists. 

All other firms who offered to help were 
instructed to apply to the armament firms for sub- 
contracts. 

(b) The armament firms were allowed to make 
sub-contracts free from inquiry, supervision or 
review by the Government. 

(c) They were given special privileges with 
regard to the recruitment of skilled labour. The 
Labour Exchange organisation was even made “ te 
go beyond its normal functions and attempt to 
persuade employers to surrender their skilled men 
to the armament firms.” (Hist, of Ministry of 
Munitions.) 

(d) The technique of armament manufacture 
was kept a close secret of the armament firms ; for 
this purpose even Government factories were closed 
to enterprising engineers who wanted to find out 
if their plant could not be used for munition pro- 
duction. This secrecy was first impaired when 
Lord Kitchener threw open Woolwich Arsenal in 
April, 1915. 

(e) The armament firms were given almost any 
price they asked for, in the belief that higher 
prices would induce greater output. The History 
of the IMinistry of Munitions says that many of 
the prices paid were “ fantastic.” 

(/) The plan adopted was not abandoned after 
a brief or unfair trial. On the contrary, it was 
adhered to from August, 1914, until May, 1915, 
in spite of many demands from Government De- 
partments, spokesmen of the engineering industry 
and public opinion that a new system should be 
tried. 

119 . Yet in spite of these great efforts to make it 
succeed, the plan of using the private armament 
firms to adapt the engineering resources of the 
country for warnproduction w'as a total failure. Dr. 
Addison has furnished the Commission with such a 
full account of this failure, and with so many de- 
tailed figures demonstrating its extent, that it is 
unnecessary for me to dwell on it. I only offer as 
further evidence some additional contemporary 
judgments. 


(a) Lord Kitchener, Secretary of State for War, 
in the House of Lords on 15th March, 1915: — 

“ The output ” (of arms and munitions) “ is 
not only not equal to our necessities, but does 
not fulfil our expectations, for a very large 
number of our orders have not been completed 
by the dates on which they w'ere promised.” 

(b) Mr. Bonar Law, in the House of Commons 
a week earlier : — 

“ I do think that we have not mobilised the 
industries of the country in the way in which 
it was possible to mobilise them for the pur- 
poses of the war.” 

(c) The “Times” on 6th April, 1915: — 

“ It is certain that the national resources 
have not been utilized to the full. Indeed, no 
attempt has been made to do so.” 

(d) Mr. Lloyd George, the first Minister of 
Munitions, in June, 1915: — 

“To be quite candid, the armament firms 
were inadequate to the gigantic task cast upon 
them not merely of organising their own work, 
but of developing the resources of the country 
outside.” 

(e) I also offer the mature judgment of an 
impartial author who has written an important 
study of the production of munitions during the 
war, Mr. Dewar : — ■ 

“ During the first 10 months of the war we 
were struggling to get sufficient munitions 
despite the fact that neither Labour nor 
Capital, neither employer nor employed, was 
organised on a great national basis. . . . 

“ The more one looks into that organisation 
(the Ministry of Munitions) in detail and surveys 
it as a whole, comparing it with the welter of 
the first 10 months of effort, the stronger 
becomes the conviction that the munition feat 
could not have been carried out on the old 
lines. . . . Those who expected the TFa?- Office 
to deliver the goods working under the old 
system, and in the midst of the labour and in- 
dustrial chaos of 1914-15, expected a miracle 
in munitions.” (“ The Great Munition Peat.”) 

120 . The failure of the armament firms has brought 
upon them a great deal of censure for their rapacity 
and lack of public spirit. It is usually forgotten 
that there is a good deal to be said in their defence. 
Thus : — 

(a) Before 1914 they had concentrated princi- 
pally on Admiralty w'ork, for the reason that it 
was primarily Admiralty orders which they re- 
ceived. The Navy did not require, and had 
never expected to require, such an immensely in- 
creased output of guns and ammunition as that 
which was reqnired for the Army. 

(b) Not even the War Office itself had foreseen 
how immeasurably requirements of guns and 
ammunition would be increased. They had given 
the private firms no warning to prepare for such 
expansion as in fact was needed. 

(c) Undoubtedly the private firms accepted 
orders far beyond their power to fulfil. But in 
August and Soptcmbor, 1914, when their contracts 
were made, it was exceedingly difficult for them 
to foresee what expansion they might be able to 
effect under the stimulus of war. 

(d) By the end of the war in 1918 they had suc- 
ceeded in making an immense contribution to the 
total armament with which the British forces 
were supplied. 

121 . But these mitigating considerations do not 
affect the fact that under the system in force the 
Government relied upon the private armament firms 
to fulfil their promises; that in consequence it 
failed itself to take the steps required to increase 
the outimt of arms ; and that when the promises of 
the manufacturers were not fulfilled, disaster 
inevitably followed in the field. 

This disaster was not confined to the 

British armies, for Mr. Lloyd George has 

shown that the private armament firms also 
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accepted “ orders on a gigantic scale from the Russian 
Government.” Mr. Lloyd George goes on to say: 

“ When they accepted these Russian contracts 
they must have known that they had not the 
faintest chance of executing them in time if they 
were to deal fairly with their British orders. Their 
failure to execute these orders was largely respon- 
sible for the disasters which befell the Russians in 
the campaign of 1914-15.” 

122. The truth is that in so far as mitigating cir- 
cumstances may provide excuses for the individual 
firms concerned, they only furnish further condemna- 
tion of the general system by which the national 
fate was made dependent on the efforts of a small 
number of private undertakings. 

The causes of the failure of the private firms. 

123. The following are the principal causes of the 
failure of the private armament firms as agents for 
industrial mobilisation. 

124. Their internal organisation. — There seems to 
be no doubt that, owing, perhaps, to the privileged 
position which thej’ had held before 1914, and to the 
exceedingl)' high profits which theywere able to earn,* 
the armament firms had allowed their internal organi- 
sation to fall below the Ingjliest standards of industrial 
administration. 

125. The suh-C07itracting sj/stemi. — There is evidence 
both from the two Ministers of Munitions, and from 
many representatives of the engineering industry, 
that the system of “ sub-contracting ” was a total 
failure. The main reasons for this failure were as 
follows : 

(a) As a rule, the armament firms did not pass 
on to sub-contractors any substantial proportion 
of the high profits they were making. On the con- 
trary, “ it was at least a common complaint that 
. . . the contracts that were sub-let . . . were 

given on terms that left a very moderate margin 
of profit.” (Hist, of M.M.) Or, as one representa- 
tive of the engineering industry reported to the 
Ministry of Munitions, “ the large armament firms 
are taking the last drop of financial blood from 
these small contractors.” 

(h) This fact increased what was perhaps the 
natural antipathy of the sub-contractor for the 
direct contractor. But apart from this financial 
consideration, there is general evidence that manu- 
facturers desired on patriotic grounds to work 
directly for the State, and resented the inteiwen- 
tion of the armament firms. 

(c) The natural reluctance of the armament firms 
to teach sub-contractors the techniciue of arma- 
ment production. The records show that during 
the early stages of the War the armament firms 
were constantly preoccupied with the danger that 
that they might be creating new competitors in the 
armament market who would continue production 
when the War was over. 

(d) Tlie armament firms were not only making 
sub-contracts ; they were simultaneously trying to 
extend their own factories. To do this they had 
to attract skilled labour from the other engineering 
firms in their own regions, i.e., from the firms to 
whom they tried to let suh-contraots. Their efforts 
in this direction were strongly resented by the other 
firms. This was a further obstacle to the smooth 
co-operation upon which successful sub-contracting 
must depend. 

(e) Still more imijortant was the inability of the 
private firms to furnish the instruction and assist- 
ance which the sub-contractors needed. 

For the most part, the work given to sub-con- 
tractors in the early part of the War was not 
difficult. If they had received adequate drawings, 
specifications, jigs and gauges, with one or two 
skilled workers to supervise their work, they could 

'^^1® Commission will recall Dr. Addison’s evidence 
that Mr. J ack of Hadfield’s declared to the Ministry 
ot Mumtions that” the War Office in peace time had 
given Hadfield’s millions of pounds worth of orders at 
.profit, which meant really 33 per cent, 
profit. (Minutes of Evidence, 4th and 6th Days, 
Appendix, p. 122.) 
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have put their factories into production without 
undue delay. But the armament firms could 
spare no skilled workmen; they had no drawings, 
jigs, etc., ready; and they could not provide the 
necessary experts to make them. In consequence 
sub-contractors had to work out their own methods 
of iiroduction, which often involved a delay of 
many months. 

For this failure the armament firms were not 
to blame, for they could not be expected to pre- 
pare drawings, jigs, etc., in time of peace. But 
for that very reason this was a most serious in- 
herent weakness of the system of sub-contracting, 
i.e., of relying upon private firms to mobilise 
the general engineering resources of the country 
for war production. 

126. Sub-contracting was the method by which it 
had been intended that the private firms should 
mobilise the potential resources of the country ; and 
when it failed, there was no hoiie that the private 
armament firms could produce adequate results by 
other methods. But apart from the failure of sub- 
contracting, the whole conception of relying on a 
limited number of private firms was proved to be 
inadequate and wrong. 

Although Dr. Addison has dealt with them at 
length, it may perhaps be useful for me to summarise 
again the main reasons why this was true. 

127. Labour. — Dependence on the armament firms 
made it impossible to use to maximum advantage the 
skilled, semi-skilled and unskilled labour resources 
of the nation. This was because : 

(a) A census of available labour of various kinds 
was required. 

(b) It was necessary to curb the patriotism of 
skilled workers who desired to enlist in the armed 
forces. 

(c) The transference of labour from one trade 
to another, from one finn to another, and from the 
armed forces hack to industry was necessary. 

(d) It was necessary to negotiate with the Trade 
Unions for the “ dilution ” of labour, i.e., for 
the relaxation of rules to which the Trade Union 
movement attached the highest importance as 
social safeguards. 

.ill these functions could only be performed by 
Oovernment. It was obviously impossible for private 
firms to perform them. 

,128. Not only so, but the system of reliance on 
the private armament firms increased the great in- 
herent difficulties of these tasks in various ways : 

(n) The factor of private profit was a most serious 
disadvantage. It increased the reluctance of other 
employers to agree to labour transference to the 
armament firms. It greatly increased the re- 
luctance of the Trade Unions to abandon or miti- 
gate their protective regulations. Lord Kitchener 
and the History of the Ministry of Munitions give 
decisive evidence that the establishment of national 
factories “ led the way in dilution ” for the reason 
that “ there could be no suggestion of profit being 
made except for the nation.” 

(b) The competition of the private armament 
firms for skilled labour reduced the whole labour 
market to chaos. 

129. Haw Materials. — Dr. Addison has similarly 
given evidence to show that : 

(n) The competition of private manufacturers for 
raw materials vastly inflated prices, and thus pre- 
vented the most economic use of such supplies as 
were available. For this reason adequate arma- 
ment production was impossible until the Govern- 
ment had monopolised raw material supplies and 
placed them under a scheme of national organisa- 
tion and distribution. 

(b) In respect of many essential raw materials 
the total available peace-time supplies were wholly 
inadequate for war needs. The additional 
quantities required could only be' adequately pro- 
duced in national factories and on a non-profit- 
making basis. 

2S 
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130 . Machine Tools. — In respect of machine tools, 
as in respect of labour and raw materials, two 
problems arose : 

(а) Securing the best use of available supplies. 

(б) Increasing supplies where they were in- 
sufficient. 

(a) While the private firms were in charge there 
were only two plans which could be adopted for 
using the available supplies : 

(i) Using the machine tools in the factories 
where they were already situated, i.e. sub-con- 
tracting, which proved a failure. 

(ii) Moving machine tools from factories where 
they were not being used to most advantage to the 
new factories which the armament firms were 
building.- This created the utmost possible friction; 
and it was in fact impossible to secure any 
effective redistribution of machine tools until the 
Government had taken charge and a national 
census had been made. 

(b) There was no means of ensuring the increased 
supply of machine tools* and the most advantageous 
allocation of the current products of the machine tool 
trade, except by government control. 

Thus in respect of machine tools also, the system 
of reliance on the private firms inevitably failed. 

131 . Sub-division of industrial processes. — The 
immense increase in the scale of armament 
production showed another inherent weakness 
in the system of reliance on the private armament 
firms. In his War Memoirs, Mr. Lloyd George says: 

“ In place of the War Office method of con- 
tracting with a few experienced firms for supplies 
of finished articles, a method which had worked 
satisfactorily in peace time but had proved quite 
inadequate to this war, the Ministry of Munitions 
had to concern itself directly with the production 
of every raw material and intermediate stage of 
manufacture of each component in its munitions 
supplies.” 

It soon became evident that great economies could 
be made by the sub-division of manufacturing pro- 
cesses and the distribution of production of different 
components over a larger number of different 
factories. 

This plan had the following advantages : — • 

“ The effects of State Control of the munitions 
industry soon became visible in the introduction 
of economies in labour and material through the 
spread of mass production, in increased standard- 
isation, and increased sub-division of manufac- 
turing processes, which allowed the employment of 
automatic machinery and of unskilled labour, and 
in the pooling of manufacturing skill and ex- 
perience ”. (Hist, of M.M.) 

This highly developed sub-division of manufac- 
turing processes was obviously too large-scale an 
operation to be handled successfully by the private 
armament firms. 

132 . Co-ordination of Production. — Nor were the 
private firms capable of creating the centralised 
authority required to conduct the co-ordinated 
assembly and inspection which was required before 
war material could be delivered to the Government. 

The advantages in this respect of a system of 
Government monopoly have been well stated by 
M. Pierre Cot, who writes as a member of a French 
Cabinet which made a special study of the subject. 
He says : — 

“To be able to assure their war production in 
case of need all States plan their industrial 
mobilisation in advance. Everywhere, secretly or 
openly, plans are drawn up by the General Staffs. 

I cannot imagine a single General Staff that would 
ignore this capital problem. These plans are 
more or less complete. They rest on an inventory 
of the economic and industrial resources of the 
country. A chart of the ‘ war potential ’ is con- 
structed. It is on the basis of this potential that 

* I leave out of account the purchases made from 
the United States, which were wholly inadequate to 
the national requirements, and which do not in any case 
affect the present argument. 


the plans of industrial mobilisation are framed. 
Groups, or ‘ families ’, of factories are constituted. 
These groups in time of war will work together. 
One factory will provide the raw material, another 
the half-finished products; another will proceed 
to the assembly of parts and construction. These 
groups radiate round a central factory which is 
the real matrix and which, as a rule, is re- 
sponsible for the assembly and construction. 
These matrices are usually represented by a factory 
which in peace time has worked for national de- 
fence. Let us take an example. In time of 
peace a particular aeroplane factory produces the 
entire aeroplane. In time of tear it will be re- 
sponsible only for the most delicate task, namely 
the final construction of the aeroplane and the 
production of a few parts; but it will receive in 
the form of finished products all the parts whose 
assembly will create the aeroplane. These parts 
will be produced in the factories or group of fac- 
tories best qualified by their peace-time production 
for their construction. There is no need to pur- 
sue this demonstration further. Everyone realizes 
how much more effectively and accurately in- 
dustrial mobilisation could be planned if these 
factories, the master-units of the group, were 
State factories. That is self-evident. It is no 
use telling us that private industry is needed for 
industrial mobilisation. Such a proposition is at 
the same time true and false; true, in that private 
factories manufacturing no munitions in time of 
peace figure in the units in the industrial mobilisa- 
tion which are formed by munition-factories and, 
false, in that it would be to the general interest to 
nationalise such factories.” 

133 . Instruction of non-specialised engineering 
firms. — Under the heading “ sub-contracting,” I 
have reminded the Commission that the armament 
firms were neither well equipxied nor always well dis- 
posed for the task of bringing outside firms rapidly 
into armament production. They were naturally and, 
from their own point of view, rightly, eager to pro- 
tect trade secrets. There is much evidence that this 
policy of “ mystery ” was applied to a point at which 
it gravely hindered the expansion of production. In 
September, 1916, Sir William Weir laid a memoran- 
dum before the War Cabinet in which he said : 

“ Time and again the Ministry has been told that 
certain munitions require such high skill that only 
certain firms of long experience can undertake the 
supply, and time and again the Ministry, through 
the magnificent resi)onse of engineering firms of all 
classes, has disproved the statement.” (Hist, of 
Ministry of Munitions.) 

It was only after Lord Kitchener opened Woolwich 
Arsenal that “ the barriers of mystery ” were broken 
down and that “ the whole resources of expert know- 
ledge were thrown into a common stock.” “ The 
armament firms had now nothing to lose by folio-wing 
suit.” (Hist, of Ministry of Munitions.) 

This natural reluctance to create competitors was 
in itself a most serious objection to the ijlan of leaving 
private firms to mobilise the reserve capacity of the 
country. 

134 . But apart from this objection, war-experience 
showed that the task of instructing non-specialised 
engineering firms could be carried through much 
better by Government agencies. 

In fact a great deal of this work was done by Wool- 
wich Arsenal. Woolwich had been allowed to make 
no preparations in time of peace to perform this 
function. It had : 

(i) “ No expert staff available for training new 
firms ” ; 

(ii) “ The inadequate and overdriven staff could 
not be spared to inspect the jilant of potential con- 
tractors.” 

(iii) “ No adequate stocks of manufacturing 
equipment existed, since the expansion of priMuc- 
tion which called for vast quantities of drawings, 
specifications and gauges was quite unexpected. 
(Hist, of Ministry of Munitions.) 
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Nevertheless Woolwicli Arsenal was able to 
accomplish a great deal. Thus Mr. Dewar says : 

“ Of the thousands of controlled firms and sub- 
contractors making munitions in 1916 and 1917, the 
vast majority — probably something like 90-95 per 
cent. — had never turned out a component of gun 
or shell, etc., before the War. The little firms, 
having no machines worth mentioning, could not 
undertake elaborate tooling operations — ‘ carvings 
in steel ’ — far less could they turn out a complete 
shell or gun. But, once they were marshalled, and 
their work in some degree co-ordinated, they could 
turn out in quantity some small munition part or 
component, such as pins, screws, etc., and thus 
render valuable service.” 

“ It icas in guiding or advising these newcomers, 
innocent of war and its material, that the lloyal 
Arsenal, with its extraordinary variety of out- 
put, its experience, and its prompt advice, was so 
valuable ” 

“ People not only came to Woolwich from all 
quarters to observe, and inquire as to some point 
in munition worlc they were doubtful about; 
Woolwich had distributed many of its experts 
throughout the country; we found in factories all 
over the North and elsewhere, through the war, 
Woolwich instructions and instructors in munition 
making.” 

135 . The Chief Mechanical Engineer at Woolwich, 
Mr. C. H. Roberts, describing this instructional 
work to the McKinnon Wood Committee in 1919, 
was reported as follows : • — 

“ In the spring of 1915, when the War Office 
Armaments Output Committee was endeavouring 
to get firms all over the country to take up the 
manufacture of shells and cartridge cases, 
it became a recognised procedure to send the firms’ 
representatives — practically none of whom knew 
anything of the business — down to Woolwich to be 
instructed. This was soon found, however, to be 
hindering the Ordnance Factories to such a serious 
extent, by occupying the time of foremen and 
managers, that his ” — Mr. Roberts’ — “ depart- 
ment was asked to take on this instructional work. 
This was done, and Mr. Roberts also wrote a series 
of instructional sheets outlining the principal 
operations in the manufacture of each type of com- 
ponent, and it is believed that these were found 
so useful that they were printed and distributed 
in large numbers to firms all over the country, 
who were then taking up the work. Altogether 
about 1,500 firms, or their representatives, 
visited Woolwich for the above purpose, and of 
these, he himself saw over half, but was after- 
wards unable to continue doing so, as his own time 
was too much occupied by the great expansion in 
plant then being undertaken at Woolwich. He 
tho-{ight it was not too much to say that were it 
not for the assistance given by the Ordnance Fac- 
tories at Woolwich during the period in ques- 
tion, there would have been very little prospect 
of any of the numerous controlled factories — now 
running into some thousands — producing any 
output for months, not to say years.” — (Minutes 
of the Engineering Sub-Committee of the 
McKinnon Wood Committee, 7th meeting, 22nd 
October, 1918.)* 

136 . The claim thus made by the Chief Mechanical 
Engineer on behalf of Woolwich as an instructional 
agency was fully upheld by the findings of the 
McKinnon Wood Committee when the War -was over. 
For they proposed in their Reportt that all pre- 
parations for future industrial mobilisation for war 
■production should be devolved upon the Arsenal. 

Thus they say : — 

“ Moreover it is necessary to bear in mind the 
assistance which such an arsenal can render in 
training the personnel of new factories, when 

expansion is suddenly required ” 

“ We also consider that a section of the Wool- 
wich Drawing Office should be organised specially 

* Quoted from TEar or Peace: The National Control 
of Armaments, by Gilbert Slater, M.A., D.Sc. 
t Cmd. 229, 1919, pp. 8 and 13. 


for the design of jigs, gauges and special tools — • 
a branch of design which requires special ex- 
perience The supply of the necessary 

drawings of these articles is the first requisite of 

war expansion ” 

“ The issue of drawings to guide manufacture 
after sealing by the Chief Inspector should be 
undertaken by a special branch of the main draw- 
ing office, which should be organised and equipped 

for considerable expansion ” 

“ It ” — the Arsenal — “ should also be capable of 
immediate smpply of design for jigs and gauges 
of all current articles of armaments immediately 
on mobilisation of the engineering resources of the 
country for war, and also be in a position to send 
technical manufacturing advice to the firmts in- 
volved.” 

137 . I submit, therefore, that the experience of the 
last war showed that government factories have 
great advantages over private firms in the vitally 
important matter of instructing non-armament firms. 
The recommendation of the McKinnon Wood Com- 
mittee on this subject must carry great weight in 
view of the time at 'which, and the circumstances in 
which, their Report was made. 

I submit that the verdict of the McKinnon Wood 
Committee supports the conclusion that the greater 
the proportion of armament workers who are em- 
ployed in government factories in peace-time, the 
larger will be the cadre of expert workers 
immediately available to mobilise industry in general 
if war breaks out. This is an important technical 
advantage of the system of Government monopoly. 

The Construction of new Factories. 

138 . I now turn to the third question set out in 

paragraph 113 above, namely : Is a private firm 

better adapted than Government Departments for 
building new factories and installing new plant to 
produce the kinds of war material, demands for 
which exceed all the supplies which can possibly 
be obtained from the existing resources of the 
armament and non-armament industries of the 
country? 

139 . It was sho'wn early in the last war that 
neither the maximum expansion of existing arma- 
ment plant, nor the complete mobilisation of non- 
specialised engineering plant, would suffice to meet 
the nation’s war requirements. The creation of 
additional new factories with specialised plant was 
thus urgently required. 

140 . It was also shown that, in the task of con- 
structing such factories, the Government had great 
advantage as against the private firms. An 
illustration may be given by citing from the History 
of the IMinistry of Munitions the account of a 
transaction between the War Office and a private 
firm in the early days of the war. The firm in 
question was the Norton Metal Company, Ltd. This 
firm desired to build and equip a complete plant 
capable of dealing with every stage of production 
of small arms ammunition. Tho firm 

“ asked for a contract for the supply of 4 million 
(rounds) a week from March 1915 to March 1916, 
or a firm order for 100 million. The term^ 
asked were 128s. 9d. per 1,000 together with a 
cash advance of £65,000.” (N.B. the average 

]irice of pre-war contracts was about 100s. per 
1,000). “ The firm asked for some assurance as 

to their post-war position, having especially in 
view the presumption that the Woolwich plant 
would also be greatly extended. They maintained 
that ‘ if in the past the various contractors had 
been subsidised, or kept going with regular orders 
for ammunition, the present emergency would not 
have occurred.’ The firm was told that ‘ on tho 
conclusion of the war, orders for small arms 
ammunition will naturally contract to the peace 
scale, and no undertaking as 'to their extent can 
possibly be given.’ 
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“ On September 8 the firm were instructed to 
proceed in anticipation of a contract for an 
additional quantity of 45,000,000, the price to he 
settled later . . . The order was accepted on 
September 21 at 125s. per 1,000, but the firm de- 
murred to the application of the penalty clause 
for late delivery. 

“ In the event, only 9,400,000 cartridges were 
delivered within the specific time limit, the 
balance, 35,600,000 becoming liable to liquidated 
damages amounting to £5,150. The firm stated 
that among the causes of delay the excavating 
contractor had been two months behind time, that 
the plant was delivered late, that labour supply 
had been inadequate, and that appeals to the 
Government for assistance in securing toolmakers 
had met with little result. The claim was accord- 
ingly waived.” 

141 . This story is only typical of very many others 
that could be given. It shows : — • 

(a) The difficulty of the Private Firm in raising 
the capital required and the consequent demand 
for an advance from the Government. 

(b) The anxiety of the firm concerning the future 
of the new plant when the War was over — and 
no one had any conception how soon that might 
be. 

(c) The delays in building the factory, owing to 
the failure of other contractors to fulfil their 
promises. 

(d) The delays in the delivery of the necessary 
machinery. 

(e) The difficulty of securing the labour, and 
especially the skilled labour, required. 

142 . Some of these were obstacles to the rapid 
opening of new plants which faced everyone. Gov- 
ernment and private firms alike, during the War. 
But it is important to note than in respect of all 
of them the Government were in a far stronger 
position than the Private Firms. For: — 

(а) If the Government desired to invest capital 
in national factories it had the unlimited re- 
sources of national credit on which to draw. 

(б) It need fear no financial loss, since that 
loss would fall on the shoulders of the nation, 
who were more than w'illing to accept the risk 
of such loss, if so doing diminished the danger 
of military defeat. 

(c) While the Government could only advance 
capital to private, firms after most careful con- 
sideration and negotiation, it could do so at 
once for national factories. 

(d) It had a far stronger hold on building con- 
tractors than any private firm could have. 

(e) The Government alone could ensure 
delivery of the necessary machinery where it was 
most urgently required. 

(/) The Government alone could secure the 
necessary skilled labour to enable a new factory 
to enter into production. 

These great advantages are among the reasons 
which explain the overwhelming success of the 
national factories which Dr. Addison described to 
the Commission. They plainly give the Government 
great advantages over private firms in the rapid 
construction of the new factories and plant which 
are sure to be required in time of war. 

Conclusions. 

143 . I may now perhaps summarise the general 
results of the above discussion of the expansion of 
armament production in time of war. 

(n) The amount of plant, labour and managerial 
skill devoted to armament production in any given 
country in time of peace depends upon the amount 
of armaments which that country annually pro- 
duces. It will not be greater if distributed among 
the factories of private firms than if it is con- 
centrated in government factories (allowing for 
a possible small difference owing to export trade). 

(h) There is no ground of theory or experience 
for holding that a given amount of plant, labour 
and managerial skill in a private factory will 


permit a more rapid or larger expansion of pro- 
duction on the outbreak of war than a similar 
amount so engaged in government factories. 

(c) There is no ground for believing that private 
firms are better able than Government factories to 
mobilise the laon-specialised engineering resources 
of the country for war-production. On the con- 
trary, Woolwich Arsenal, though acting under 
great difficulties and without preparation, fulfilled 
the function of an instructional agency with con- 
siderable success. The armament firms upon whom 
the Government had relied for this purpose com- 
pletely failed. They failed for the reasons set 
forth above, i.e. : 

(i) The failure of sub-contracting. 

(ii) The chaos produced by their competition 
for supplies of labour. 

(iii) The chaos produced by their competition 
for raw materials. 

(iv) The chaos produced by their competition 
for machine tools and other equipment. 

(v) The incapacity of the private firms ade- 
quatoly to sub-divide manufacturing processes. 

(vi) The incapacity of private firms to co- 
ordinate production on an adequately large scale. 

(d) There is no ground for believing that private 
firms can build the new factories required for 
armament production in war time more rapidlv or 
more advantageously than the Government can 
build them. 

144. I submit, therefore, that both theory and 
experience lead to the conclusion that there is no 
function in the expansion of armament production in 
time of war which cannot be at least as effectively 
performed by the Government as it can by private 
firms. I submit further that the facts set forth 
above give strong grounds for holding that a positive 
balance of advantage lies with Government establish- 
ments in all the various regards which have been 
discussed, and that therefore the larger the propor- 
tion of plant, man-power and managerial skill which 
is concentrated in Government establishments when 
war begins, the more rapid the expansion of produc- 
tion is likely to he. If this be true, then, so far as 
expansion of production is concerned, advantage lies 
with the system of Government monopoly. 

The Evidence of Authority. 

145. I submit that the above conclusion is strongly 
supported by the mature judgment of many of those 
most closely concerned with armament production 
during the War. 

(a) The Commission will recall that the abandon- 
ment of reliance on the private firms, the creation 
of the Ministry of Munitions, and the mobilisation 
under national control of the engineering and other 
resources of the nation, w'ere carried through with 
the full approval and concurrence of every party 
in the State. During the last three and a-half 
years of the War it was universally agreed that 
in the change which had been made lay the nation’s 
chief hope for the avoidance of defeat. 

(b) I submit that the Report of the McKinnon 
Wood Committee further supports this view. 

146. I venture to recall to the Commission the 
Terms of Reference and the composition of this Com- 
mittee. Their Terms of Reference were as follows .* 

To enquire into, and report upon the control, 
administration, organisation^ lay-out, and equip- 
ment of the Royal Ordnance Factories at Wool- 
wich, and the nature and distribution of the work 
carried on in them and at the Arsenal generally, 
and to advise the Minister of Munitions w'hat, if 
any, changes are required. 

The Committee to have due regard to the 
importance of efficient and economic production, 
and the necessity for maintaining a reserve of pro- 
ductive power, and to give due weight to the obli- 
gations of the Government, as an Employer, to 
ensure the best possible industrial and housing con- 
ditions for the Employees.” 
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147. The McKinnon Wood Committee was pre- 
sided over by an ex-member of the Cabinet, the Rt. 
Hon. T. McKinnon Wood, M.P. Its members in- 
cluded representatives of the War Office, Admiralty 
and other Departments. Two of them — Admiral 
Sir R. H. S. Bacon and Mr. H. Mensforth— had 
earlier been Directors of private armament firms; 
Admiral Bacon had also held a responsible post 
in the Government administration during the War; 
while Mr. Brindley had been Manager of the Ponders 
End Shell Factory. Most of the others had had first- 
hand experience of at least some aspects of munition 
problems during the War. 

148. During the seven months from August 1918 
to March 1919 the Committee took evidence from 
many of those who had the highest posts of re- 
sponsibility in connection with the production of 
armaments during the War. They thus had greater 
collective experience of the problem of munition 
production than any other body of people who have 
ever considered the matter. They made their I'eport 
in the light of the extended and convincing trial of 
the plan recommended by the Murray Committee, 
and of the system of national control which re- 
placed it. 

149. It is true that their Terms of Reference 
restricted them to the future of the Government 
factories at Woolwich. But at that time Woolwich 
was employing 74,000 workers — far more than would 
be required for the peace-time needs of the nation. 
Thus the Committee were in effect reporting on how 
the nation should in future procure its arms. For a 
limited number of orders they had to choose among 
many potential sources of iiroduction — the pre-war 
ordnance factories, including Woolwich ; the old 
established private armament firms ; the new national 
factories; the other engineering firms which during 
the war had entered into armament production. 
If they chose to recommend that Woolwich should 
continue, and be given work, they were in reality 
proposing that the other sources of production should 
be closed down, unless by express reservation they 
made it plain that means should be found to keep 
these other sources in existence. 

150 . By their Terms of Reference they were to 
have due regard “ to the necessity for maintaining 
a reserve of productive power ”, i.e. they were 
specially instructed to consider the question of how 
to expand armament production when war broke out. 

151 . Charged with this duty they reported as 
follows : — 

“ (a) Armament production after the War ” : 
Government Arsenal and Private Factories . . . 
“ Assuming this to be so, it will still be vitally 
necessary for the Government to continue to carry 
out experiments with new' forms of .weapons and 
new developments in the material for .war intro- 
duced by scientific research and therefore a factory 
or factories either owned by the Government or 
private trade will be required for this purpose. 
We consider that the arguments in favour of the 
retention of a Government .Arsenal in peace-time 
arc overwhelming ”... 

“ Assuming, therefore, that a Government factory 
is kept in existence, and that the supply of arma- 
ments is greatly reduced in quantity, it more or 
less follows that the present outlay of the larger 
private firms for armament production will be 
considerably reduced, and such manufacture will 
not improbably disappear as a speciality. It is 
also probable that the country will insist on the 
production of all armaments being confined to 
Government factories; nor would the disappearance 
of the larger armament firms materially handicap 
production in the event of a serious war, since 
during the present war a vei' 3 ' large number of 
engineering firms have been educated in arma- 
ment manufacture, and the basis for armament 
supply is now so broad that specialising in the 
future on the part of a limited number of firms 
will probably not be necessary for the safety of 
the country. The magnitude of present day war 


operations is such that the reserve of manicfacture 
in peace time for war development cannot be 
looked on as being concentrated in the Govern- 
ment arsenal and two or three particular firms. 
The real reserve for war is the whole of the manu- 
facturing power of the country, which has been 
educated in the supply of armaments.” 

This statement, taken in its context and under 
the heading which I have cited, can, I submit, only 
have one meaning, namely, that the Committee, 
faced w'ith the choice between the continuance of 
Government manufacture and the continuance of 
Private Manufacture, chose Government manufac- 
ture, know'ing that the price of their choice might 
be the total disappearance of Private Manufacture 
and of the “ larger armament firms.” Yet not 
once only, but repeatedly throughout their Report, 
the Committee call attention to the fact that 
Private Manufacture will probably disappear. 

151a. Not only do they make this choice, but they 
recommend that everything possible should be done 
to increase the orders given to Woolwich Arsenal. 

“ We desire to urge ”, they say, “ the de- 
sirability of the Government Departments con- 
cerned placing as many orders as possible with the 
Arsenal for Manufacture and Repair, and particu- 
larly for naval, military and other Government 
stores not now produced or repaired there, such 
for example, as Tanks, Mechanical Transport, and 
possibly Naval Hydraulic Mountings.” 

They made no recommendation for giving orders 
to private firms. This fact must be considered in the 
light of the recommendation of the Murray Com- 
mittee in 1907 to increase the orders given to private 
firms at the expense of the Government factories. 

152. Moreover, this recommendation w'as primarily 
made by the McKinnon Wood Committee because 
they had been specially instructed to consider the 
importance of Woolwich Arsenal in connection with 
the expansion of production in time of war. Thus : 

(a) They say that “ as many orders as possible ” 
should be given to Woolwich in order to provide 
“ a larger nucleus for expansion in case of emer- 
gency.” In this passage they exactly reverse the 
findings of the Murray Committee in 1907, 

(b) In stating the general arguments in favour 
of retaining a Government Arsenal, they say : 

“ It is necessary to bear in mind the assistance 
which such an arsenal can render in training 
the personnel of new’ factories, when expansion 
is suddenlj’ required.” 

(c) They go on to assert that “ the disappearance 
of the larger armament firms ” will not 
“ materially handicap production in the event of a 
serious war ”. 

(d) In their formal recommendations they pro- 
pose in detail, as I have explained above, how 
Woolwich should be prepared and equipped for 
the task of training and mobilising the general 
engineering resources of the country. 

152a. It must further be particularly noted that 
they put these proposals forward after having 
considered and rejected a suggestion of one witness, 
Major-General the Hon. Sir F. R. Bingham, a 
member of the Munitions Council, to the following 
effect ; 

“ That some of the armament firms should be 
maintained (possibly by means of a subsidy) in a 
state of readiness to produce munitions immediately 
a war was imminent , and that, w'ith the exception 
of one or two, the new' National Factories should 
be closed dow’ii and left dormant, their machinery 
being stored.”* 

It is true that this suggestion was rejected on the 
ground that the total demand would be too small to 
encourage private firms, and that ‘‘future Parlia- 
ments in all probability would not permit of sub- 
sidies being granted ”. But it is plain that if the 
McKinnon Wood Committee had taken the Murray 

* Quoted from IT’ar or Peace: The National Control 
of Armaments, by Gilbert Slater, M.A., D.Sc. 
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Committee’s view, if they had thought the existence 
of private firms to be important for the expansion 
of armament production in time of war, they would 
have said so, and would have urged “ future Parlia- 
ments ” to give the subsidies required. They did 


nothing of the kind, for the reason, amply shown, 
as I submit, in their Eeport, that it was on Govern- 
ment Arsenals and not on private firms that they 
relied to secure the necessary expansion in time of 
need. 


CHAPTER XIII 

The Alleged Difficulties of Defining Armaments 


153. It is often said by those who defend the 
existing system of armament production that the 
1 equirements of the fighting forces are now so multi- 
farious that it is impossible to draw the line between 
armaments and other industrial products; and that 
therefore armament production cannot be national- 
ised without the simultaneous nationalisation of 
most of the industry of the country. 

154. This argument assumes a variety of forms, 
but when the statements of those who use it are 
carefully analysed they are found to raise four 
different questions : 

(a) What is an armament? Where must the 
line be drawn between what can and what cannot 
be used for purposes of attack or defence in time 
of war? Should, e.g., motor transport and 
barbed wire be included or excluded? 

(b) What is a “ component part ” of an arma- 
ment? When does raw material, like iron ore, or 
a partly finished product of industry, become a 
“ warlike store ” which must be dealt with under 
the plan adopted for the abolition of private 
manufacture ? 

(c) What is an Armament Firm? i.e., what firms 
can properly be said to manufacture armaments 
in time of peace? 

(d) What is a potential armament firm? i.e., 
what firms can adapt their plant for armament 
production if required? 

It is said that to none of these questions can a 
clear, straightforward answer be made; that in 
respect of each of them the difficulty of definition 
is • insuperable; and that therefore no workable 
scheme for establishing a Government monopoly can 
be drawn up. 

The Definition of Armaments. 

155. To the first of these questions, however, a 
straightforward answer can very easily be found. 

“ Armaments ” have been defined in the British 
Government’s “Arms Prohibition Order’’ of 1931.* 
This Order establishes a number of detailed 
categories of objects the export of which without a 
Government licence is forbidden. 

This British definition coincides very closely with 
that contained in the International Convention on 
the Arms Traffic adopted in Geneva in 1925; and 
also with the definition contained in the Draft Con- 
vention on the Arms Traffic proposed by the United 
States Government in Geneva in December, 1934. 
Thus it may be claimed without hesitation that the 
major Governments of the world have found it 
possible in these national and international legal 
documents to designate, with sufficient precision for 
the purpose of licensing and controlling the inter- 
national trade in arms, what objects are to be 
regarded as capable of offensive and defensive use 
in war. 

The Value of the Definition of Armaments. 

156. This conclusion is important, since, if the 
Governments have defined the objects for the export 
of which they require a licence, they have thereby 
defined the objects which, if they abolish Private 
Manufacture, they must forbid private firms to 
make. 

But this does not solve the whole difficulty of 
definition for the purpose now being discussed. 
There is a real difference between the problem of 
defining armaments for the purpose of controlling 
International Trade and the problem of doing so 
for the pu rpose of prohibiting Private Manufacture. 

* S.R. & 0. 1931, No. 413. 


For in seeking to control International Trade the 
Governments have so far been primarily concerned 
to prevent the instruments of war from reaching 
irresponsible persons who may use them to foment 
civil disturbances, the slave trade, etc. This object 
can be attained — so far as a license system can 
attain it — by controlling the trade in “ finished ’’ 
arms alone. For this purpose it would be absurd to 
control also the “ component parts ’’ of finished 
arms, since the irresponsible persons whose illegal 
activities it is desired to check are not capable of 
using such component parts. Thus, for the purpose 
of such national and international Arms Traffic regu- 
lations as have hitherto been made, the definition of 
armaments proper is sufficient, and the last three 
of the four questions enumerated in paragraph 154 
above do not arise. 

But this is no longer true when the abolition of 
Private Manufacture is considered. For then the 
Government must decide not only what finished 
articles, but also what component parts, it will 
forbid private firms to manufacture and what fac- 
tories must be nationalised or closed. 

The Purpose for which Abolition is Proposed. 

157. At this point, however, it is essential to con- 
sider the Government’s purpose in proposing to 
abolish Private Manufacture. If it desires wholly to 
eliminate all elements of profit from every industrial 
and commercial process involved in supplying its 
armed forces with the means of making war, it will 
have to go far beyond the prohibition of the manu- 
facture of finished arms alone. At present private 
firms which make and sell finished arms buy com- 
ponent parts from other firms; these latter buy raw 
materials from yet other private firms ; and every one 
of these units makes its profit from the commodities 
which finally become the instruments of war. Thus 
the firms involved in these processes are very numer- 
ous. Moreover, it can be said with considerable 
truth that, in a broad sense, the Armament indus- 
try embraces ; 

(a) The Iron and Steel industry; 

(b) The Motor Engineering industry (for aircraft, 
tanks, mechanised artillery, army transport and 
ships) ; 

' (c) The Electrical industry ; 

(d) The Chemical industry. 

Similarly the raw materials for armament manu- 
facture include ; 

(a) Most mineral products; 

(b) Many important chemical substances used in 
industry ; 

(c) A large variety of agricultural products such 
as cotton, wood pulp, etc. 

If, therefore, the Government desired to eliminate 
all private profit on every constituent element of 
every article which ultimately takes the form of 
arms or munitions it would require to nationalise 
the greater part of industry. 

158. But this is not the purpose of most people 
who advocate the abolition of Private Manufacture. 
Their purpose is the more practical one of eliminating 
the vested interests which exercise a baleful influence 
on public policy in matters of disarmament and peace. 

And to fulfil this more limited purpose, it will 
suffice, broadly speaking, to remove the profit motive 
from the production of armaments proper, as defined 
in the Treaties and Orders in Council named above. 

159. Indeed, when the problem is clearly stated in 
these terms, it is easily seen that no insuperable prob- 
lems of definition will arise. 

For this more limited purpose, we know already 
what are the “ armaments ” with which we have to 
deal. 
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And Tve know too what are the armament factories 
with which we have to deal. 

It may bo difficult to say iwhat is an “ armament 
firm ” and what is not. It is quite easy to say what 
• is an armament factory. For while it is true, as I 
have said, that armament manufacture requires the 
closest co-operation of the iron and steel trade, and 
of the motor-engineering, electrical and chemical in- 
dustries, it is also true that armaments are not for 
the most part made in factories where all these indus- 
tries are linked in a single unit. On the contrary, 
they are produced in specialised factories which take 
iron and steel forgings, electrical equii^ment, chemi- 
cal substances, etc., as partly finished goods. In 
this regard, government arsenals and private firms 
follow much the same practice. 

160. These armament factories are in most oases 
differentiated from other kinds of factories in the 
following ways : 

(a) By the fact that they require a varying pro- 
portion of specialised machinery and machine tools 
which cannot be diverted to peaceful uses. 

(b) By the fact that they require a considerable 
proportion of highly specialised skilled labour. 

161. These facts indicate a practical solution of the 
difficulty of “definition” which would confront a 
Government desiring to abolish Private Manufacture. 
It would have : 

(a) To forbid the making by private firms of the 
articles defined as armaments in the national legis- 
lation and international treaties referred to above. 

(b) To suppress or nationalise the private 
factories where these articles are made. 

(c) To forbid private firms to keep specialised 
armament machinery and machine tools in their 
factories. 

Potential armament factories, on the other hand 
(i.e., factories or plant that is not actually making 
armaments but which could be readily adapted at 
least to some of the processes involved in armament 
production) would not need to be considered at all. 

162. But this does not solve all the difficulties that 
will face the Government. There are in particular 
two questions which will arise : 

(a) Component Parts. — How far will nationalisa- 
tion be carried .f Will the Government make all 
component parts or will they buy from private 
firms? iWhat component parts will they forbid 
private firms to export to foreign countries? 

(b) Articles which have both a Peaceful and a 
Warlike Use. — Will the manufacture of aeroplane 
engines, which may be fitted to either civilian or 
military machines, he nationalised or not? How 
will the Government deal with Chlorine, Phosgene 
and other chemical substances which are used both 
for making poison-gas and for various “ peaceful ” 
purposes of daily life? 

163. If the Government’s purpose is that now under 
consideration, namely, the simple elimination of 
vested interests capable of exercising an undesirable 
influence on national policy, a fairly simple working 
answer can be made : 

(a) Component Parts. — It may suffice to adopt the 
principle that Government factories would continue 
the same practice with regard to component parts 
which they have followed in the past. 

This would only be a rough working rule and 
would, of course, have to be supplemented by the 
following additional rules : 

(i) All products of a genuinely warlike kind 
not now made in Government establishments 
should be among those for whidi a Government 
monopoly is set up. Examples are : heavy naval 
gun mountings,, armour-plate, tanks, mili- 
tary and naval aircraft. 

(ii) The Government monopoly might also be 
extended to other important and costly com- 
ponent parts which are not of a directly “ war- 
like ” nature, e.g., propelling machinery for 
warships, boilers, etc. 

(iii) It might be better, on the grounds of 
efficiency, for the State to establish its own 
plant for making armament steel. 


But, with regard to all smaller component 
parts, e.g., magnetos for aircraft, propellers 
for ships of war, optical equipment for artil- 
lery, and the other very numerous articles of 
secondary importance which are now purchased 
as component parts, it would not greatly matter 
where the line with regard to component parts 
was drawn. If the existing practice of Govern- 
ment factories in respect of such minor require- 
ments were adaiited to the changed conditions 
of the monopoly regime, it would suffice to ensure 
that there would be no imiportant group, or 
groups, of private firms who would have a very 
considerable direct interest in the increase of 
armaments at home or abroad. The xiurpose 
now under discussion would thus be adequately 
fulfilled. 

(b) Articles with Double Use. — Similarly, if the 
purpose of abolishing Private Manufacture is 
merely to remove a dangerous vested interest from 
public life, a simple solution would suffice for the 
problem of objects with a double use. 

Thus, with regard to aircraft, aircraft engines, 
and chemical substances, it would be enough to 
inform the private firms in the Aircraft and 
Chemical industries : — 

(i) that they would receive no more orders 
from the Government for aircraft, aircraft 
engines or chemical products of a warlike kind; 

(ii) that they would receive no licences for the 
export of these products to foreign Powers. 

,164. There would be no danger of substantial 
evasion of these rules with regard to articles of 
double use, for the following reasons: — 

(i) Government itself would have complete 
control over all the purchases made for the British 
armed forces. There is thus no possibility for 
abuse. 

(ii) Tlie Department of Overseas Trade would 
immediately discover from its detailed statistics 
of industrial exports if suspiciously abnormal 
exports of products capable of warlike use were 
being made. If the exporters could not furnish 
satisfactory explanations, export licences could be 
■withheld, and if necessary, penalties could be im- 
posed. 

Thus, the vested interest of the manufacturers of 
aircraft, chemical products and other objects of 
double use in their military market would be effec- 
tively destroyed. 

Would the Proposed Solution Suffice for Interna- 
tional .Agreement to Abolish Private Manufac- 
ture ? 

.165. The simple plan just suggested w'ould also 
suffice to solve the problems of definition under an 
international treaty for the abolition of Private 
Manufacture, provided the only purpose of that 
treaty were to eliminate the vested armament in- 
terest, and provided that the good faith of all sig- 
natory Governments in seeking to fulfil this purpose 
could be assumed. 

Abolition of Private Manufacture as a Guarantee 
against the Evasion of a Disarmament Treaty. 

166. But when the abolition of Private Manufacture 
by international agreement is discussed, another and 
quite a different purpose is usually assumed, 
namely, that this abolition combined with inter- 
national supervision and control of Government 
manufacture, shall serve as an additional guarantee 
to prevent evasion of a Disarmament Treaty. 

It is this assumption which has introduced so much 
confusion of thought into the discussions of 
“ definition.” For, if the abolition of Private 
Manufacture is to be used as a means of checking 
evasion, it can no longer be assumed that Govern- 
ments will be of good faith, and this changes the 
whole nature of the problem to be solved. Tlie pur- 
pose now in view must be to prevent a disloyal 
Government from secretly increasing its armed 
strength above its iiermitted Treaty limits. To do 
this it is clearly necessary to make it impossible for 
such a disloyal Government : 
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(i) To pile up great quantities of component 
parts which it can assemble into finished arms when 
the moment chosen for its aggression arrives; 

(ii) To increase the number of factories equipped 
with specialised armament plant; 

(iii) To prepare in advance the industrial mobili- 
sation of factories which are potential arsenals. 

For this purpose it would he necessary to have: 

(i) An agreed international definition laying 
down what component parts may or may not be 
made in private factories; 

(ii) An agreed international definition as to 
what plant and machine tools constitute 
specialised ai-mament machinery; 

(iii) An agreement as to what factories (e.g., 
State arsenals) may have this specialised plant. 

167. The difficulty of defining “ component parts ” 
and “ specialised machinery ” will depend in part 
upon the nature of the Disarmament Treaty. If the 
Treaty provided for the abolition of the so-called 
“ aggressive weapons ” forbidden to Germany in 
1919, this fact would enormously reduce the scale and 
complexity of the armament industry required in 
time of peace, and, in particular, would largely re- 
move the difficulty of definition that arises in con- 
nection with military aircraft, aircraft engines and 
chemical products. 

168. But even if the first Disarmament Treaty did 
not go so far, particularly in the direction of 
abolishing national Air Forces and the chemical 
weapon, it would not be impossible to find a solution 
for the problems of definition which would arise. 

The solution might take the following form ; — 

(a) For component parts it should be founded 
upon the principle proposed to the Disarmament 
Conference by the Governments of France, Den- 
mark, Poland and Spain. This principle was put 
forward by these Governments in the following 
words : — 

“ The abolition of arms manufacture is not 
designed to concentrate in the hands of the State 
all manufacture that might serve to produce 
arms. 

“ The sole object is to reserve to the State 
that part of industrial production whereby a 
product undergoes the first transformation which 
renders it unfit for pacific purposes and destines 
it exclusively for military use.”* 

This principle could, no doubt, with common 
sense, be given a satisfactory practical application. 
Indeed, it has already been given such an applica- 
tion by the Allied Commissions which carried 
through the disarmament of Germany in the years 
that followed the War. How the Allied Commis- 
sions arrived at this principle is shown by the 
following extract from a despatch from the 
Times correspondent in Berlin dated 12th January 
1927: — ’ 

“ In the course of inquiries I recently made 
for the purpose of ascertaining the German point 
of view, I was shown a thick metal disc, about 
4 in. across, slightly convex on one side and 
flat on the other. It represented an early stage 
in the manufacture of a shell case. It could he 
made into a shell case, but it could also bo made 
into a metal bowl or jug. Similarly I was eho,wn 
a small gun-metal cup, which by a series of 
subsequent processes could be transformed into a 
rifle cartridge case; but by a different process it 
could also be made into one of a dozen other 
things. There is in these and most other partly- 
wrought manufactwres a point at which the 
respective processes of manufacture separate. 

It w ai this point that the definition ‘ destined 
for the purpose of war ’ becomes applicable and 
trie export of the object is prohibited,^* 

The Allied Commissions applied this principle to 
(mmponent parts in a thorough manner and estab- 
lished rarefully elaborated categories of such parts 
which German manufacturers were not allowed to 
make either for home consumption or for export. 

* Conf. D./C.G. 48, March 3rd, 1933. See Annex B. 


These categories were finally embodied in a Ger- 
man law passed by the Reichstag in 1927. A 
translation of the text of this law, taken from the 
Board of Trade Journal of May 17th, 1928, is 
reproduced in Annex D attached to this statement. 
I venture to direct the special attention of the 
Commission to Sections 3, 4, 7 and 9 of this 
German law. 

(b) The Allied Commissions made similar regula- 
tions concerning the specialised armament ma- 
chinery and machine-tools which German manufac- 
turers were not allowed to possess. The principle 
of these regulations was embodied in the same 
German law (see Sections 8 and 9). 

Without doubt the control of specialised arma- 
ment machinery and machine-tools might be of 
great importance in preventing disloyal evasion of 
a Disarmament Treaty. The Allied Commissions 
in German}' had prolonged discussions with German 
manufacturers and the German Government on this 
matter,^ and refused to give way to the demands 
which Germany made to be allowed to possess such 
specialised machinery and machine-tools. Com- 
menting on this decision the Times correspondent 
in Berlin said in a despatch dated January 6th, 

“ To give way on the question of machinery 
for the manufacture of arms .would be to undo 
all the work the Commission has done since the 
War, and to render the disarmament of Ger- 
many a myth ”. 

I submit to the Commission that an international 
arrangement founded on the principle embodied in 
the Gernia,n law of 1927 would furnish a working 
system which would satisfactorily solve the problem 
now under discussion. 

No doubt it would require administration by 
competent experts who were thoroughly familiar 
with the problems of armament manufacture; but 
obviously only such experts would be chosen to 
administer it and, as members of the International 
Commissions of Supervision and Control to be set 
up, they would be given the rights and powers 
which were necessary to enable them to discharge 
their task. 

(c) But in respect of objects of double use— air- 
craft and chemicals— a difficulty .would still remain, 
whether national Air Forces and the chemical 
weapon were abolished or were merely limited, it 
would still be necessary to take special measures 
to prevent evasion of the terms of the Disarmament 
Treaty. These- measures would have to include; 

(i) Special regulations governing aircraft 
factories, to control their output of finished 
machines, engines, spare parts, etc. 

(ii) Special regulations governing chemical 
factories to control their plant and their output 
of substances capable of use for war. 

(iii) A special system of stringent inter- 
national inspection and control by qualified ex- 
perts to ensure that these regulations were 
observed, and that abnormal quantities of poten- 
tial war material were not produced. 

(iv) A special agreement for mutual assist- 
ance among the Signatories of the Disarmament 
Treaty against any State which violated its 
obligations in respect of Air or Chemical Dis- 
armament. 

There -would be no insuperable difficiiTty in 
establishing regulations and control of this 
kind. The Disarmament Conference did a good 
deal towards drawing up a practical plan in 
this regard; but as the matter may be held to 
fall outside the immediate scope of the Com- 
mission’s inquiries, I will not discuss it further. 

GoTiclusions. 

169. From the above discussion I venture to draw 
the following conclusions for the consideration of 
the Commission : — 

(tt) Armaments have been defined in national 
legislation and international treaties, and in par- 
ticular in a British Order in Council of 1931, 
with all -the precision required for the purposes of 
the abolition of Private Manufacture by Great 
Britain acting alone. 
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(b) If the Private Manufacture of the articles 
thus defined as armaments .were forbidden, the 
Ijroblem of component parts could be solved on 
the basis of the present practice of Government 
Arsenals and Ordnance Factories adapted and 
modified as His Majesty’s Government might find 
convenient and wise. 

(c) The adoption of this plan with regard to 
component parts would not eliminate every 
element of private profit from the manufacture of 
arms, but it w'ould do so in a sufficient degree to 
carry out the social and political purposes for 
which the abolition of Private Manufacture is 
desired. 

(d) The above plan would suffice as the basis of 
an international treaty for the abolition of 
Private Manufacture, provided the purpose of that 
Treaty were only to eliminate the present in- 
fluence of the vested armament interests from 
public life, and provided that the good faith of 
Governments in applying the treaty could be 
assumed. 

(e) If, however, it were desired to adopt a more 
far-reaching and watertight solution of the 
problem of component parts, that put forward in 
the Memorandum of the French, Polish, Danish 
and Spanish Governments could be adopted by tbe 
Government armament establishments. The 
German law of 1927 should give all the guidance 
that is required for the drafting of whatever legis- 
lation, Orders in Council or Regulations might 
be necessary. 


(/) This law, and the experience of the Allied 
Commissions in Germany, would also suffice to 
guide the officials charged with the practical ad- 
ministration of the Regulations adopted. 

(p) It would be necessary to adopt this more 
far-reaching solution if the abolition of Private 
Manufacture and the control of armament pro- 
duction were intended to operate as an additional 
guarantee that the limits of armed strength allowed 
by a Disarmament Treaty would not be secretly 
evaded by a disloyal Government. 

(h) The legislation passed for this purpose by 
the States signatory to the Disarmament Treaty 
would have to lay down precise and comprehensive 
regulations concerning ; — 

(i) The component parts which private firms 
are forbidden to manufacture. 

(ii) The specialised armament machinery and 
machine-tools which private firms are for- 
bidden to possess. 

A model for the definitions required would 
again be furnished by the German law' of 1927. 

(i) For the Aircraft and Chemical Industries 
additional guarantees, including specially stringent 
international control and inspection, w'ould be re- 
quired to prevent the evasion of the restrictions 
of a Disarmament Treaty. 

(j) No difficulty concerning the Aircraft and 
Chemical Industries .will arise, however, if Private 
Manufacture is abolished by Great Britain acting 
alone. 


CHAPTER XIV 

The Difficulties Involved in Foreign Trade if Private Manufacture were Abolished 


170. It is sometimes said that if Private Manu- 
facture were abolished it would cause great difficulty 
in the following ways : — 

(a) Nou-arins-producing States would bo placed 
in a dangerous position, since they would be at 
the mercy of the Governments of the producing 
powers ; 

(b) In consequence of this. Great Britain, 
if she abolished Private Manufacture by unilateral 
action, would lose the w'hole of her present export 
trade in arms ; 

(c) If Private Manufacture were generally 
abolished by international agreement, and inter- 
governmental trading in arms thus became neces- 
sary, this w'ould introduce undesirable new 
factors into international affairs, since arms-pro- 
ducing Governments would bring pressure on non- 
producing Governments to increase their orders; 

(d) Difficulty would arise from the !^iternational 
Law of Neutrality, since under that Law no 
Government may furnish arms to another Govern- 
ment which is at war. This, it is said, would : 

(i) Place non-producing States at the mercy 
of any of their foes w'ho had arm.s-manufacturing 
capacity of their own ; 

(ii) Deprive producing countries, such as 
Great Britain, of important markets for their 
products ; 

(iii) Deprive Great Britain in time of war of 
important sources of armament supply, e.g., 
from the United States of America, from wdiom 
she obtained such large quantities of munitions 
in the last war. 

(e) In consequence of the dangers to which they 
would be thus exposed, non arms-ijroducing 
States would be driven to establish Government 
arsenals of their own and the total capacity for 
armament production throughout the world would, 
therefore, be greatly increased. 

The Attitude of Non-arms-producing States. 

171. It is generally assumed by those who use 
these arguments that the non-arms-producing 
States have unanimou.sly and vigorously protested 
against the proposal for the abolition of Private 
Manufacture. 

This is not the case. The question of Private 
Manufacture has been under discussion in Geneva in 
various forms for many years. In these discussions 


the representatives of non-arms-producing States 
have always been present and have taken j)art in 
the debates. Their attitude may be shown by the 
following summary of facts. 

171a. On 12th December, 1925, the Council of the 
League of Nations addi'essed a Questionnaire to the 
Members of the League, inviting them to give their 
views concerning the nature and extent of the 
“ grave objections ” to Private Manufacture, and 
inviting them to make suggestions about the action 
which the League should take. To this Question- 
naire a considerable number of non-arms-producing 
States sent answers. Three of these answers from 
Turkey, Australia and Greece — appear at first sight 
to be favourable to the system of Private Manufac- 
ture ; but closer examination shows that the answers 
are capable of other interpretations. Of the other 
replies from non-arms-producing States, none was 
definitely in favour of Private Manufacture, or 
declared that it was essential to their national de- 
fence. Bulgaria was definitely in favour of its aboli- 
tion. Cuba, Latvia and Norway all stressed the 
evils of Private Manufacture and Norway strongly 
urged the advantages of its abolition. Colombia 
and China declared that Private Manufacture was 
already prohibited in their countries. Esthonia and 
Venezuela wrote elaborate answers, but made no 
defence of Private Manufacture. 

172. There were further discu.ssions in 1928 and 
1929 on a Draft Convention which provided for the 
publicity of armament manufacture by private 
firms, in these discussions, the non-arms-producing 
States insisted that if publicity were established -for 
the' private armament industry, it shpuld be estab- 
lished for Government Arsenals as well. They did 
not defend Private Manufacture as a systein , they 
only demanded equality of armament-publicity for 
all. 

173. Ill 1932 and 1933, the Disarmament Con- 
ference in Geneva discussed Private Manufacture 
on a large number of occasions. Eventually, on the 
motion of France, a special Committee of the (Con- 
ference was created to consider the whole subject 
of the Manufacture of and Trade in Arms. Four 
countries — France, Denmark, Spain and Poland 
laid proposals before this Committee for tlie total 
abolition of Private Manufacture by International 
agreement. These proposals were opposed by a few 
of the arms-prodiicing States ; they were not opposed 
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either in the Committee or in the General Com- 
mission of the Conference by the representatives of 
the non-producing States. Turkey and Persia went 
even beyond France by proposing the full inter- 
nationalisation of arms manufacture. No noii- 
arms-producing State declared that Private Manv- 
facture was essential to its safety. The representa- 
tives of a number of non-arms-producing States — 
in particular Canada, Norway and Denmark — 
declared themselves in favour of the total abolition 
of Private Manufacture. Denmark prepared, and, 
with the help of Prance, Spain and Poland, laid 
before tbe Conference a special memorandum in 
which it specifically answered the argument of the 
arms-producing countries that abolition would 
damage the interests of the non-arms-producing 
States. The memorandum said : 

“ The non-producing States derive no benefit 
from the system of Private Manufacture. The 
abolition of this system would not, therefore, 
modify the situation of non-producing States in 
any way.” 

The language could not have been clearer, and it 
was not challenged by a single representative of a 
non-producing State. 

I submit to the Commission that the above facts 
justify the conclusion that the non-arms-producing 
States are not opposed to the abolition of Private 
Manufacture. 

.Abolition and the Position of Non .Arms-producing 
States. 

174. It is none the less necessary to examine the 
arguments of those who hold that abolition would 
in fact be detrimental to the interests of the non- 
producing States. These arguments may be stated 
and answered in turn. 

174a. First, it is said that no Government would 
ever willingly purchase arms from the state arsenals 
of another Government, because to do so would place 
it at the mercy of the selling Power, since the latter 
could withhold supplies whenever it desired. 

This argument assumes that the Governments of 
arms-producing States regard their private manufac- 
turers as entirely free to export arms without 
engaging the Government responsibility in any way. 

But this is not the case. In the Franco-Danish- 
Polish-Spanish memorandum already cited it is said : 

“ Even in the present state of affairs Arms are 
only consigned by a private factory with the 
assent of the Government on whose territory that 
factory is situated.” 

In other words, Governments of arms-producing 
States already apply the principle of Government 
responsibility for the export of arms and exercise 
an effective control which permits them to prohibit 
those exports whenever they think it right or advan- 
tageous to do so. There are, indeed, many examples 
of ‘‘Arms Embargoes” in recent times, including 
the embargo until recently imposed by a large number 
of Governments on the export of arms to Italy and 
Abyssinia, and still maintained in respect of Italy. 

In view of these facts, it is difficult to see in 
what way non-arms-producing States would lose their 
freedom and become dependent on producing Powers 
if Private Manufacture were abolished. 

175. Second, it is said — it is, indeed, only a variant 
of the first argument — that if Private Manufacture 
were abolished, the Governments of non-producing 
States would have more difficulty in buying from 
the Governments of producing States than they 
have in buying from private firms to-day. 

Again, this argument is pure assumption, un- 
founded on any grounds of experience at all. If a 
National Armaments Board, of the kind proposed 
by Colonel Carnegie, were to be set up, foreign 
Governments would have every advantage in dealing 
with the disinterested expert technicians who would 
conduct the business of that Board. They would 
receive goods at cost price; they would be certain 
that the quality of the goods was above reproach ; 
if, for any reason, they desired to change, they 
could always deal with the Government of another 


arms-producing State; they could have every con- 
fidence that the Governments of the arms-iiroducing 
States would never make a ‘‘ ring ” to exploit the 
other nations of the world. On grounds both of 
theory and experience, therefore, there is at least 
a case for thinking that the position of non-arms- 
producing States would not be worsened, and might 
even be improved, by tbe abolition of Private 
Manufacture. 

It follows from this conclusion that Great Britain 
would not necessarily lose all her export trade in 
arms, even if she alone abolished Private Manu- 
facture. 

TFou?(Z Inter-Governmental Trading he open to Grave 

Objection? 

176. Third, it is argued that inter-Governmental 
trading in arms would be a most dangerous thing 
to introduce. Sir John Simon has stated this objec- 
tion in the following way : 

“ If a manufacturing State had arms to sell, 
one would fear that it might have ways of in- 
fluencing prospective purchasers far more power- 
ful than private individuals.” (Times, 7th 
December, 1931.) 

Mr. Baldwin has used even plainer language : 

‘‘ He was convinced that the contrary was the 
case, that so far from leading to a decrease in 
armaments, it would lead to an increase. If the 
private manufacture of arms was abolished, arms 
would have to be made by the State. The expense 
of that would be enormous. The State manufac- 
tory could not sell to a cotmtry in time of war. 

“ Would they get rid of the corruption that 
was alleged in connexion with the sale of arma- 
ments to certain countries? The Government 
would have to employ thousands and tens of 
thousands of men, and would it be content alwaj's 
to see these men out of work in slack times ? Would 
there be no temptation to offer loans to foreign 
countries to buy. armaments ? Would there be no 
temptation in making trade agreements to reserve 
a peciiliar position for armaments? ” (The 
Times, 24th November, 1934.) 

In reply to these contentions, 1 submit the follow- 
ing points to the consideration of the Commission : 

(а) I have not been able to find any record in 
any country of workers in Government arsenals 
agitating for an increase in armaments to provide 
them with employment. 

(б) If a Government strove to increase the arma- 
ments of Jpreign Powers by the methods suggested 
it would be acting in a manner detrimental to the 
interests of its own nation, since every increase 
of arms by foreign Powers tends to raise the level 
of armaments all round, and so to reduce its own 
margin of security. 

(c) If the British Government, acting alone, 
abolished Private Manufacture, public opinion in 
this countiy would never tolerate action by a 
National Arms Board of the kind suggested by 
Sir John Simon and Mr. Baldwin. 

(d) If Private Manufacture were abolished by 
international agreement, its abolition would un- 
questionably be accompanied by the simultaneous 
establishment of a stringent system of publicity and 
international control of Government armament 
manufacture in every signatory country. The 
French Delegation to tbe Disarmament Conference 
put forward a detailed plan for such publicity and 
control. Such a plan, combined with measures of 
control for the Trade in Arms would give an 
effective guarantee that no Government would take 
the risk involved in seeking to increase armament 
orders for its . arsenals by improper means : 

(e) Such a system of international control, com- 
bined with the abolition of Private Manufacture, 
would make it much more difficult than it is now 
for Governments to exercise their influence in 
favour of the increase of exports of arms from 
their countries. 
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It is known that many Governments have used 
their diplomatic missions abroad to support the 
efforts of the agents of tlieir private armament firms. 
It is known that some Governments liave even 
granted loans to foreign Governments on condition 
that these loans were spent, in whole or in part, 
upon the pm-chasc of arms from the private firms of 
the lending countries. 

The facts of these cases show that under the exist- 
ing system Governments can already use their 
influence to increase the sale of arms, if, under the 
pre.ssure of General Staffs or vested interests, they 
decide to do so; and they further show that while 
the present system continues they can disguise their 
responsibility for doing so under the cloak of private 
firms. The abolition of Private Manufacture would 
make it, therefore, not more likely, but less 
likely, that such abuses would happen as Mr. 
Baldwin and Sir John Simon suggest. 

The nifficulties arisino from the Law of Neutrality. 

177. The next argument is derived from the 
International Law of Neutrality. It is said that 
under this Law no Government may furnish arms 
to a belligerent State and that, therefore, the non- 
producing States would, in time of war, be wdiolly 
deprived of all outside sixpplies and would thus be 
at the mercy of any enemy who had an armament 
industry. 

This argument assumes that all Governments still 
accept the old International Law of Neutrality as 
the binding rule for their conduct when war occurs. 
But this assumption : 

(i) Is inconsistent with the principle of 
Government responsibility discussed above ; 

(ii) Is inconsistent with the Covenant of the 
League of Nations, to which 57 nations are signa- 
tory ; 

(iii) Is at least doubtfully consistent, as Mr. 
Stimson has said, with the Pact of Paris for the 
Eenunciation of War. 

The true situation with regard to neutrality has 
been authoritatively declared in a White Paper 
laid by the Secretary of State for Foreign Affairs 
before the House of Commons in 1929. The 
essential passages of this memorandum are as 
follows : — 

“ The effect of these instruments” fthe Covenant 
of the League and the Pact of Paris) “ taken 
together is to deprive nations of the right to em- 
ploy war as an instrument of national policy and 
to forbid the States which have signed them to 
give aid or comfort to an offender. As between 
such States, there has been in consequence a 
fundamental change in the whole qxiestion of 

belligerent and neutral rights The 

situation which we have to envisage in the event 
of war in which we were engaged is not one in 
which the rights and duties of belligerents and 
neutrals will depend upon the old rules of war and 
neutrality, but one in which the position of the 
Members of the League will be determined by 

the Covenant and the Pact ”* 

And after some further argument, the Memoran- 
dum concludes: “In other words, as between Mem- 
bers of the League there can be no neutral rights, 
because there can be no neutrals. ”t 
It was on the strength ®f this Memorandum that 
the House of Commons authorised His Majesty’s 
Government to sign the Optional Clause attached 
to the Statute of the Permanent Court of Inter- 
national Justice. Its authority is, therefore, 
beyond dispute. It follows from the conclusions of 
this Memorandum : 

(o) that no Member of the League is entitled 
to permit his private manufacturers to furnish 
arms to a State guilty of aggression ; 

(b) that under Article 16 of the Covenant 
every Member of the League is under obligations 
to assist a country which is the victim of aggres- 
sion in its national defence, i.e., every Member 
has the right, if not indeed the absolute duty, to 
furnish the victim, so far as it may be able to do 
so, with arms and munitions. 

* Cmd. 3462, 1929, pp. 9-10. 
t ibid., p. 10. 


Thus under the Covenant and the Pact of Paris 
non-arms-producing States would risk nothing from 
the abolition of Private Manufacture. Indeed, they 
would have everything to gain, since they are more 
likely than producing States to be the victims of 
aggression and, since in such a case, the new rules 
of the Covenant would be more likely to be loyally 
a])plied if all arms-produotion were in Government 
hands. 

To give a concrete illustration of the point, it may 
well be doubted whether any Government would have 
taken the responsibility of furnishing arms to Jaipan 
when she invaded China in 1931, or to Italy when she 
was jireiJaring to invade Abyssinia in 1935; yet 
private manufacturers supplied both countries on a 
large scale. 

The position of Great Britain if Private Manufacture 
were generally aholished. 

178 . Another argument derived from the Inter- 
national Law of Neutrality runs as follows : 

It is said that if Private Manufacture were 
generally abolished by international agreement, 
Great Britain would, under the working of the 
law of Neutrality, be cut off from foreign supplies 
of arms which might be vital to her success in time 
of war. In support of this argument the vast 
quantities of arms and munitions obtained from 
the United States of America during the last war 
are usually cited. 

In reply to this argument, I submit the following 
points to the consideration of the Commission : 

(а) As a Member of the League, Great Britain, 
if the victim of aggression, xvould be entitled to 
receive arms from all the other Member States : 

(б) Great Britain w'ould further be entitled 
to receive arms from the United States of 
America, if the United States chose to send them. 
But, under the present Neutrality Eesolution-s 
of the United States Congress the United States 
Government is legally prevented from authoris- 
ing the export of arms to any State engaged 
in war. If these Eesolutions, as seems probable, 
should be made permanent. Great Britain could 
no longer hope that the United States would do 
again what it did between 1914 and 1918. There 
is no other State, whether a Member of the 
League or not, which is likely to be able in any 
future war to furnish quantities of munitions 
at all comparable to those sent during the last 
ivar from the United States. 

(c) Since the present Prime Minister has 
repeatedly declared that the Covenant is the sheet 
anchor of British foreign policy, it is obviously 
necessary that, in such questions as these, policy 
should be based upon the assumption that Great 
Britain intends to observe its international obliga- 
tions and to claim its international rights under 
the Covenant. This excludes the hypothesis of a 
war in which Great Britain is the aggressor, or in 
which she would not be entitled to the assistance 
of the other Members of the League. 

Would the Abolition of Private Manufacture Increase 
the Arms-Producing Capacity of the World? 

179 . There is one more argument to be considered 
under the heading of Foreign Trade. 

It is that the abolition of Private Manufacture 
would place the non-arms-producing States in so 
dangerous a position that they would all immediately 
create new national armament industries of their 
own. It is sometimes added, as a rider to this 
argument, that even arms-producing States like Great 
Britain would be obliged greatly to expand their 
national arsenals to make good the loss of all supplies 
from neutral States in time of war. 

The net result of abolishing Private Manufacture, 
therefore, according to those who use this argument, 
would be a vast and wasteful addition to the arms- 
producing capacity of the world. 

In reply to these contentions, I submit the follow- 
ing points to the attention of the Commission : 
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(а) If Private Manufacture is generally abolished 
by int-ernational agreement, that, in itself, vill be 
an important indication that the major Govern- 
ments of the world desire to follow a policy of 
peace, and that the new international law of the 
Covenant and the Pact of Paris wdll be observed. 
The non-arms-producing States will thus have much 
less motive than they have to-day for incurring the 
heavy and wasteful expenditure involved in trying 
to create new armament industries on their 
national territories. 

(б) In any case, it is doubtful whether many of 
the non-producing States could create an armament 
industry, however hard they tried. In support of 
this contention it may be said that: 

(i) There is no industry which requires such 
exact precision, such high grade material and 
such skilled labour as the making of arms. The 
processes of armament manufacture are so com- 
plex that they can only be carried out in estab- 
lishments which have achieved the highest 
standards of industrial technique; 

(ii) There is no industry where careless work 
or defective products are so dangerous; 

(iii) The making of armaments requires the 
existence side by side with the armament fac- 
tories of an iron and steel industry, an electrical 
industry and a chemical industry. 

Thus, there is little likelihood that a.ny non- 
industrial State could hope successfully to manu- 
facture arms for itself. Even if it succeeded in 
establishing a national arsenal it would, in all 
probability, be little more than an assembling shop 
dependent for all important component parts upon 
supplies from the industrial countries, i.e., from the 
countries which now make arms. 

How true this is, was demonstrated by the ex- 
perience of the last war. The belligerents were then 
seeking munitions from every corner of the world; 
money was no object; and profits on armament manu- 
facture were fabulously high. In spite of these in- 
ducements, no non-producing State made any con- 
siderable attempt to create an arms industry to meet 
the demand. 

Even in Canada and Australia, where the engineer- 
ing industry is considerably developed and where 
technical skill is high, the cost was so great that 
the arms manufacture begun during the War was 
abandoned when peace was made. 

(c) The same point may perhaps usefully be re- 
stated in another way. Wherever it is possible 
profitably to create an armaments industry, the 
great private armament manufacturers of the world 
have already done so. 

Their task has been, of course, facilitated by 
the Governments of the world, for very many 
Governments accept the doctrine that the possession 
of an armaments industry is an important factor in 
national defence. Thus Governments of non-pro- 
ducing States have invited the private firms of pro- 
ducing countries to come and establish armament 
factories on their territory. In this way British 
armament firms largely built up the armament 
industry of Japan, while Schneider has built up 
the armament industry of modern Poland. 

It is thus at least possible to argue that 
the establishment of new and unnecessary national 
arsenals is a greater danger under the existing 
system than it would be if Private Manufacture 
were abolished. For national arsenals could not 
lend themselves to ci-eating armament factories 
abroad, as private armament firms habitually do. 


The 'Export of Arms-Producing Capacity^ and the 
Balance of National Advantage. 

180. As has just been said, private armament 
firms export not only finished arms but also arms- 
manufacturing capacity. I have discussed above to 
what extent the export of finished arms increases 
the military sta-ength of a country. I have shown 
that the differential advantage so to be obtained is 
relatively small. But the considerations put for- 
ward in the last paragraph raise the question 
■whether there is really any differential advantage at 
all. By their creation of armament industries 
abroad, do not private armament firms export a 
far greater amount ot manufacturing capacity 
than they add to the manufacturing capacity 
of their own country by their exports of 
finished arms.P When the question is put in these 
terms, the answer is plain. An examination of the 
international connections of the big British arma- 
ment firms, of their foreign branches, subsidiary 
companies, factories and shipyards overseas, shows 
that they have exported far more arms-mannfac- 
turing capacity to the outside world than the 
meagre addition which their exports of finished arms 
have made to the manufacturing capacity of Great 
Britain. The .work of Vickers and Armstrong- 
Whitworth in Japan, with its effect on the naval 
position of Great Britain in the Pacific, is an in- 
structive example. 

I submit that it is indeed evident that the creation 
of new arms factories in non-producing States would 
be a more difficult enterprise and, since there would 
be no profit in it, one less likely to be carried 
through after Private Manufacture had been 
generally abolished than it is to-day. 

Conclusions. 

181. It follows from the above discussion that: 

(а) Great Britain would not necessarily lose all 
her export trade in arms if Private Manufacture 
were abolished, either by general international 
agreement or by Great Britain acting alone (cf. 
also paragraphs 174 and 175 above). 

(б) The alleged dangers to nou-armsiproducing 
States of the general abolition of Private Manu- 
facture have not alarmed these States themselves. 

(c) The fears voiced on behalf of the non-arms- 
producing States by the spokesmen of producing 
States and private firms rest on invalid assump- 
tions about the impossibility of inter-governmental 
trading and about the pre-League International 
Law of Neutrality. 

(d) TOe evils which it is predicted would result 
from inter-governmental trading already exist in 
some degree. There are some grounds for thinking 
that they are more likely to occur under the pre- 
sent system, since Governments can now cloak their 
responsibility under the cover which private firms 
provide. 

(e) There is no reason to think that, if Private 
Manufacture were abolished, non-arms-producing 
States would create arms industi-ies of their own. 
Indeed, the creation of new arms industries is 
more likely to occur under the stimulus of the 
profit motive, than if Private Manufacture were 
not allowed. 

(/) There are no valid grounds for asserting that 
Great Britain would be cut off from valuable 
foreign supplies of arms in time of war if Private 
Manufacture were generally abolished. 


CHAPTER XV 

The Alleged Technical Difficulties of carrying through the Nationalisation of the 


Armament 

How a Government Monopoly would he set up. 

.182. It is sometimes said that even if His 
Majesty’s Government desired to nationalise the 
armament industry, the technical difficulties of that 
operation would be such that it would be impos- 
sible to carry it through. 


Industry. 

I believe this view to be lai-gely due to confusion 
of thought. It may help to clarify the issues in- 
volved if I give a brief summary of the method by 
which I believe nationalisation could be effected. 

I suggest that the following measures would bo 
required : — 
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(a) It would be announced by His Majesty’s 
Government that, after a certain date, with prob- 
ably one or two years’ notice, that : 

(i) no more arms or munitions would be pur- 
chased for the British Armed Forces from 
private firms; 

(ii) no further licences would be issued to 
private firms for the export of arms or muni- 
tions to foreign countries or to British 
Dominions overseas. 

(h) Arms and munitions would be defined in 
these announcements to mean the articles already 
listed in the Order in Council of 1931, which now 
governs the export of war material. 

(c) Regulations ■would be prepared and issued 
laying down the component parts of arms and 
munitions which private firms would not be 
allowed to manufacture for the Home Government 
or for export. 

(d) Regulations would be issued laying down 
wha"!; specialised machinei-y for armament pro- 
duction private manufacturers would be forbidden 
to ijossess. 

(e) To prevent the transference of private 
capital and private experts to foreign countries 
where Private Manufacture might not have been 
abolished, the Government should also forbid any 
British subject ; 

(i) to invest capital in armament production 
in foreign countries or in British Dominions 
overseas ; 

(ii) to take service in private firms engaged in 
armament production in foreign countries or in 
British Dominions overseas ; 

(iii) 'to engage in any form of private trade 
or commerce in arms or munitions of war, 
whether at home or abroad ; 

(iv) to enter the employment of national 
arsenals in foreign countries or British 
Dominions overseas without the previous con- 
sent of His Majesty’s Government in the United 
Kingdom. 

(/) The above decisions would be made legally 
efiective by Order in Council or by Parliamentary 
legislation as the Law Officers of the Crown might 
find to be necessary. Offences against these 
Orders in Council or Statutes would be made 
punishable by heavy penalties, including, if 
necessary, the loss of British nationality. 

The Technical Aspects of the Process of 
Nationalisation. 

183. I submit to the Commission that the 
nationalisation of the armament industry would, 
from the technical point of view, be an exceedingly 
simple matter. I believe this to be true for the 
following reasons ; • — 

(a) There are already in existence Government 
Arsenals, Dockyards and Factories -ivhich have in 
the past xrroduced almost every possible kind of 
armament requirement. 

(h) The expert knowledge of those in charge of 
these Government establishments, and the equip- 
ment which these establishments already possess, 
would enable them immediately "to undertake 
almost any kind of armament production on which 
they are not now engaged. 

(c) If for the production of some types of arms 
these Government establishments required new 
plant, the knowledge of their directors and the 
skill of their workers would enable them 'to use 
the new plant and engage in these unfamiliar pro- 
cesses of armament production without difficulty. 

(d) Apart from actual production, the Govern- 
ment establishments already comprise highly 
organised services for armament design, for test- 
ing of armaments, for repair, etc. 

(e) ’Tire Government already possesses a 
machinery for co-ordinating orders from the Service 
Departments, and for organising the delivery of 
finished goods to the Armed Forces of the Crown. 
This machinery might be more highly developed 
and might, with advantage, assume the kind of 
organisation which was given to the Ministry of 
Munitions; during the War. The nucleus, however, 
already exists. 


(/) If the export of arms continued from Gov- 
ernment arsenals, it would probably be necessary 
to organise a National Armaments Board of the 
kind proposed to the Commission by Colonel Car- 
negie. This is in any case desirable on other 
grounds. Its organisation would present no diffi- 
culty of any kind. 

Would the existing capacity of the Government 

Arsenals and Factories suffice? 

184. As I have suggested in a previous section of 
my statement, it is not possible to say in advance 
whether the capacity of the existing Government 
arsenals would suffice for the production of the 
armaments required by the Army and Navy and Air 
Force, or whether this capacity would have to be 
increased. I have pointed out above that ; 

(a) In this regard everything would depend on 
whether or not a Disarmament Treaty is made in 
the near future, and on how much the annual 
requirements of arms and munitions might be re- 
duced by that Treaty. 

(h) If the reductions made were approximately 
those proposed in the draft Treaty laid before the 
Disarmament Conference by the British Prime 
Minister on 14th March, 1933, the capacity of 
existing arsenals and factories would be more than 
sufficient. 

(c) If greater capacity is required, Woolwich 
Arsenal and others of the Government Ordnance 
Factories could be largely expanded without the 
erection of new shops. 

(d) If additional machinery and plant were re- 
quired for such exiransion of existing Government 
Factories, it could either be acquired from the 
existing |3lant of the private firms, or new 
machinery could be obtained, as might be deemed 
most advantageous. No technical difficulty could 
conceivably arise in this regard, since the scrapping 
of old machinery and the installation of new 
machinery is a matter of routine in all Govern- 
ment Ordnance Factories, as it is in engineering 
works of all descriptions. 

(e) If further capacity were required beyond 
that which could be obtained by the expansion of 
the existing Arsenals and Ordnance Factories, the 
Factories of the private firms could be iiurchased 
and taken over. As the evidence of the Union of 
Democratic Control has so admirably shown, most 
of the shops which produce arms are segregated 
from the rest of the non-armament factories of the 
private firms; thus, for example, there would be 
no difficulty in taking over the gun pits at 
Elswick, without taking over the rest of the plant. 
If no new Treaty of Naval Disarmament is made, 
and naval armaments continue to expand, it might 
be necessary to take over some of the shipbuilding 
yards now used by private firms for the construc- 
tion of ships of war. 

(/) If national Air Forces are not abolished by 
international agreement, it would be necessary to 
take over some, or all, of the factories of private 
firms now engaged in the manufacture of military 
aircraft. In practice, however, it would almost 
certainly be advantageous to siqjpress a consider- 
able number of these factories and to expand 
others. 

Compensation for the shareholders of Private Arma- 

m.ent Firms. 

185. No difficulty should arise in arranging com- 
pensation to the shareholders of the jiriva-te fii'ms now 
engaged in armament manufacture. 

Tlius : 

(a) If machinery or factories were purchased by 
the Government from such firms, payment would be 
made on the basis of a fair market valuation. If 
a dispute arose about the fairness of the price 
offered, the matter could be submitted to arbitra- 
tion by impartial experts. The Government could 
be trusted not to do injustice to the shareholders 
of the private firms. 
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(6) It might also he necessary to compensate the 
shareholders of the private firms for the loss of 
prospective profits on the production of the 
machines and factories not taken over by the 
State. Except in so far as these machines and 
factories could he adapted to the production of 
“ ipeaceful ” goods, the capital invested in them 
■would become a dead loss as the result of the 
abolition of Private Manufacture. What, if any, 
compensation should be made should be determined 
by arbitration. The arbitrators ■ivonld no doubt 
take into account t'wo main considerations : — 

(i) The private firms have been encouraged to 
invest capital in these factories and maohine.s 
by the deliberate and sustained policy of 
His Majesty’s Government, who have led them 
to expect the indefinite continuance of .arma- 
ment orders in 'times to come. 

(ii) Subsidies, direct and indirect, have, how- 
ever, been paid by the Government to the private 
firms for the maintenance of specialised arma- 
ment plant when it has been standing idle. 
Again, on the basis of the facts of each par- 
ticular case, there should be no insuperable diffi- 
culty in reaching an equitable settlement. 

(c) It may he pointed out that even taking over 
a large proportion of the plant of private firms 
would not involve the Government in a very large 
scale capital investment. As a tentative indication 
of what might be required, I suggest that the 
figure would not exceed £20,000,000— a very small 
amount in view of the annual expenditure of the 
nation on war material of all kinds. 

(d) It might also he necessary to provide com- 
pensation for expert workers thrown out of work 
by the abolition of Private Manufacture. 1 give 
reasons below for thinking that the number of 
such workers would be very small. If a grant of 
public money were required for this purpose, public 
opinion would no doubt regard it as justified, 
unless it were open to objection on other grounds 
of principle. 

How far should Nationalisation be carried? 

186. As said above, it would he necessary for the 
Government in their announcement of the abolition 
of Private Manufacture to lay down clearly what 
component parts private firms would no longer be 
allowed to make, either for home consumption or 
for export, and what specialised machinery they 
would not be allowed to possess. So far as the fulfil- 
ment of the social and political purposes of the 
policy of abolition is concerned, I need add nothing 
to what I have already said on this point in para- 
graphs 157 et seq of my evidence above dealing with 
the alleged difficulties of “ definition.” 

187. There is, however, a further point which 
would arise, i.e., whether considerations of efficiency 
would not make it wise to extend nationalisation 
beyond the point which I there suggested would he 
necessary for the fulfilment of these social and 
political purposes. 


188. For example, it would arise for consideration 
whether the Government should not establish its 
own Steel Plant in order to provide its own factories 
with their forgings. 

On this point I am in full agreement with the 
evidence presented by the Union of Democratic Con- 
trol, and I venture to cite in further support of 
their view the evidence presented to the McKinnon 
Wood Committee in 1918 by the Superintendent of 
the Gun and Carriage Factories, Colonel M. J. C. 
Dennis, C.B. : 

“ Woolwich was the only armament-making con- 
cern which was dependent on others for supply of 
steel. The supply of steel being almost entirely 
in the hands of the Steel Ring, competition was 
practically absent, and Woolwich prices were 
affected by being saddled with an extra profit to 
the firm supplying the steel, over which they had 
no control. This applied, to a large extent, to 
carriages and mountings which were now 
universally of steel, but particularly to guns. In 
heavy guns, practically half the total cost of the 
finished gun body was the cost of the raw steel. 
The only remedy would seem to he the establish- 
ment of Government steel works in some suitable 
centre, but certainly not at Woolwich, to supply 
the Government factories with steel. An example 
of the degree to which Woolwich was even now in 
the hands of the steel-making firms occurred 
recently. Woolwich was asked to manufacture 
certain guns urgently required by a certain date. 
They agreed to do so, subject to the supply of 
the necessai'y steel to make the forgings, within 
six weeks. Supply of the steel was in the hands 
of the Ministry, who in due course informed 
Woolwich that the steel could not be suijplied, but 
that the forgings could be supplied. Colonel 
Dennis pointed out in reply that they preferred to 
make their own forgings, and that, if forgings that, 
admittedly, were not already made could be sup- 
plied, the steel from which to make them must be 
available. In the end, however, Woolwich was sup- 
plied with forgings which they could have made 
better and more .cheaply, the obvious and only 
inference being that there was more profit in the 
supply of forgings, and that even the Ministry 
could not enforce the supply of blooms in lieu of 
forgings.”'* 

189. I ■n-ould further suggest that it would iDrobably 
be economically advantageous for the Government 
to establish its own plant for the production of most 
of the metal and alloy component parts of aircraft. 

190. Of course, as I have said above, the Govern- 
ment should be wholly responsible for all specialised 
forms of armament production now left 'to private 
firms, e.g., the manufacture of tanks, aircraft, 
armour-plate, heavy gun mountings, etc. 

* Quoted from War or Peace: The National Control 
of Armaments, by Gilbert Slater, M.A., D.Sc. 


CHAPTER XVI 

The Alleged Difficulties of Working a Government Monopoly of Armament Production 


Fluctuation of Demand and, therefore, of the Scale 
of the Armament Industry. 

191. It is argued in favour of Private Manufac- 
ture that, owing to political causes, the armament 
industry is subject to fluctuations more violent than 
that of any other trade. It is pointed out that in 
the period of 20 years which preceded the war of 
1914, the industry -was continually increasing in scale 
and output; that during the War it was expanded 
to such a degree that it employed a great part of 
the total resources of the nation ; that after the 
War there was a period of rapid contraction, followed 
by almost total stagnation; and that, since the Dis- 
armament Conference ceased its sittings in 1933, the 
process of expansion has once more begun. It is 
said that the system of Private Manufacture enables 


the Government to keep the volume of employment 
in State arsenals and factories at a moderate but 
steady minimum throughout times of expansion and 
contraction; and that the private armament firms 
can take ujj the additional orders which are available 
when armaments expand, while during periods when 
the armament trade is slack, they can employ their 
plant in producing “ peaceful ” products for the 
general market, as Government arsenals cannot. 

191a. I suggest to the Commission that this argu- 
ment should be considered separately on the basis of 
the two different hypotheses I have discussed above, 
namely, that of a system of organised international 
disarmament and peace, and that bf international 
anarchy and armament competition. 
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Under a system of International Disarmament. 

191b. It is plain that under a system of inter- 
national disarmament this alleged difficulty has no 
substance. The terms of the Disarmament Treaty 
would lay down the permitted amounts of armament 
which each signatory State was allowed to possess. The 
Government of each State could, therefore, plan its 
armament production from the long period point of 
view, and could lay down in advance a regular 
annual programme which would keep the work in 
its Government Arsenals at a steady figure. 

An examination of the naval construction done 
during the years 1920-1935, while the Treaties of 
London and Washington were in force, will illustrate 
the point. It will incidentally show that all the 
naval requirements of the nation under these Treaties 
could quite easily have been supplied by the Royal 
Dockyards and Government factories. 

In Conditions of International Anarchy. 

192 . But even on the basis of the second hypothesis, 
namely the system of international anarchy, the 
argument outlined above is not wholly convincing. 
It is at least possible to contend that the greater 
the fluctuations in the demand for armaments the 
stronger the case for nationalisation. 

I submit the following points for the considera- 
tion of the Commission : — 

(a) The risk involved in the contraction of 
armament orders, with its consequences of un- 
remunerated capital, idle plant and widespread 
unemployment, ought to be borne by the State 
rather than by private firms. The fluctuations in 
armament demand result directly from national 
policy for which the Government is responsible, 
and in formulating which the private manufac- 
turer ought to have no share. There is no doubt 
that under the present system the fluctuations of 
armament demand may cause severe hardship to 
the shareholders, the managiftg staff and the 
workers in armament firms ; this is proved by the 
fact that the directors of such firms have 
frequently, and with evident sincerity, irrotested 
in vigorous terms against this hardship. 

(h) .Wlien the Government had assumed full 
direct responsibility for the production of all arma- 
ment requirements, it would have a greater incen- 
tive to Qqualise its demand from year to year and 
thus to minimise the fluctuations which occur. This 
incentive might i)erhaps affect its armament policy 
though not, I believe, in the direction of stimulat- 
ing an increase in the level of armaments which 
it maintains. It would, at least, bring strong 
pressure on the fighting Services to plan their 
requirements in advance and not to ask for large 
unforeseen deliveries at the last moment except in 
case of urgent political necessity. 

(c) The ijrivate firms cannot beyond a certain 
point transfer their plant from armament work 
to production of peaceful products. The argument 
on this point is, as a rule, greatly overstated. I 
cite, for the consideration of the Commission, the 
judgment of a distinguished private manufacturer 
of armaments. Sir Robert Hadfield : 

“It is doubly unfortunate that the cost of 
putting these theories (i.e., disarmament) into 
practice should fall in the main upon an in- 
dustry which is already struggling against un- 
fair economic conditions which are beyond its 
control. 

“The politician is always ready with advice 
to turn over to peaceful products, not realising 
that highly specialised plant cannot be diverted 
in this way, and further, that the supply of those 
peaceful products already far exceeds the 
demand, so that such a remedy, even if prac- 
ticable, would merely add to the difficulties of 
other sections of the trade. Apart from this, 
such a course would represent the loss to the 
nation of those specialised sources of produc- 
tion ^the men and the machines — built uji by 
years of research, which saved the situation in 
1914, and which could not he extemporised in 
any future emergency.”* 


The “costly plant” to which Sir Robert Had- 
field refers consists of the specialised plant re- 
quired for making small arms, machine guns, 
small arms ammunition, artillery of all calibres, 
gun mountings, for turning shells, for filling 
shells, for making armour plate, etc. At the 
moment it also includes the machinery required 
for making military aircraft, since the alternative 
civil market can hardly be said to exist. It 
applies also to the plant for making many 
chemical products required for war, since these 
plants are already, for war reasons, expanded 
beyond their economic limits and, therefore, ex 
hypothesi, far beyond all jmssible requirements in 
peaceful goods. There is not, therefore, a very 
high proportion of the existing armament plant 
which can be switched over to making “ peaceful ” 
goods. 

Moreover, as Sir Robert Hadfield points out, the 
markets for most “ peaceful ” products which 
armament firms can make are already glutted by 
the production from normal sources. 

(d) Private manufacturers are far better able to 
transfer their plant to peace production when 
they know definitely that they need not expect 
any further armament orders in times to come. 
For even in respect of such plant as can be 
“ switched over ” from making war material to 
the production of “ peaceful ” objects, the process 
of transfer is necessarily wasteful. That a complete 
and final transfer can, however, be successfully 
effected was proved by Krupps in the years which 
followed the making of the Treaty of Versailles. 

(e) The above points show : 

(i) That much of the plant in private 'arma- 
ment factories cannot be adapted to peaceful 
production in times of reduced armament 
demand ; 

(ii) That the “ switch over ” of such plant as 
can be so adapted is a wasteful process; 

(iii) That even if such plant can be switched 
over there is not always a market for its pro- 
ducts. 

These propositions have been amply iDroved by 
the unfortunate experience of many armament 
firms during the years which followed the War. 

Alternative Work in Government Arsenals. 

193 . Finally, it is not true that Government 
arsenals cannot switch over to making “ peaceful ” 
products as adequately as private firms. On the con- 
trary, there are many forms of alternative work 
which could be given to Government establishments 
in times of reduced armament demand. I venture to 
refer to : 

(i) A report prepared by a Government Com- 
mittee presided over by the Right Hon. Arthur 
Henderson, M.P., in the year 1907.* In this report 
the Committee made a large number of proposals 
with regard to alternative work which could be 
done by Ordnance factories in periods when arma- 
ment demand is slack. They proposed that the 
Ordnance factories should make many articles re- 
quired by the Government Departments. Some of 
these articles used in earlier times to be supplied 
by the Ordnance Factories, but more recently had 
been ordered from private firms. Many of them 
were of such a nature that large stocks could pro- 
fitably be made in slack times with the certainty 
that they w'ould be needed in case of war and that 
they would not become obsolete with the passage 
of time. 

I would draw the attention of the Commission 
particularly to paragraphs XXVII et seq. of the 
report and to appendices XV, XVI, XVII and 
XXI: 

(ii) A petition presented to the Government by 
the “ All Grades Committee ” of AVoolwich Arsenal 
in the year 1919. 

In this petition it was proposed, among other 
suggestions, that the Ordnance factories should be 
employed to produce railway supplies. Such sup- 
plies would no doubt be needed on a large scale by 
the armed forces, if war should occur again. 


.* Times, March 18, 1930. 
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They also proposed the manufacture by Ordnance 
factories of other articles (e.g., wagons) of which 
stocks could economically be built up at times 
when the demand for armaments proper was slack. 

(iii) The McKinnon Wood report, in which it is 
proposed that the Ordnance factories should be 
employed to manufacture the articles required for 
the mechanical transport of the Armed Poi'ces. 

193a. It is true that if such a system of alter- 
native work for Government estalblishments were 
brought into force, its first effect would be to 
transfer the hardships caused by the fluctuations of 
armament demand to those private manufacturers 
who had previously furnished the non-warlike articles 
which the Government establishments woiild in future 
produce. This transference of hardship from private 
manufacturers of arms to the private manufacturers 
of other supplies would be a matter for regret ; but 
once the change over had been made these private 
firms would adjust themselves to the loss of the 
Government market and after this first adjustment 
had been effected, no hardship would be felt. 

(/) If, unhappily, no Disarmament Treaty is 
made and this is the hypothesis on which the 
present discussion is based— the staff of the 
Government establishments could be used in slack 
periods to prepare the industrial mobilisation of 
the general engineering resources of the nation 
for war expansion. Thus : 

(i) The design and drawing departments could 
prepare supplies of specifications, blue prints, 
and instructions for the engineering firms who 
will be called into armament production when 
war begins. 

(ii) The .skilled workers could be employed in 
making large reserves of the jigs and gauges 
which the private engineering firms will require. 
This, I believe, is already done in the State 
arsenals of the United States of America and 
Czechoslovakia. It is the best kind of work on 
which to employ those highly skilled Government 
arsenal workers who will be responsible in case 
of war for helping to carry out the processes of 
industrial mobilisation. 

(iii) The lower grades of managerial staff, the 
foremen and perhaps also skilled workers, could 
be sent round the country to private firms to 
assist in instructing them in time of peace as 
to the functions they will be called upon to per- 
form when industrial mobilisation has to be 
carried out. 

(iv) The remaining workers could be employed 
in Government establishments in making 
reserve supplies of specialised armament 
machinery and machine-tools which will bo 
required when war breaks out. 

I recognise, of conrse, that these proposals 
would involve certain expenditure which might 
be condemned as wasteful. It would at least have 
the advantage of greatly increasing the efficiency 
of industrial mobilisation when, if ever, it had to 
be carried out. Many people object to the pros]>ect 
of industrial mobilisation; but it would be an 
inevitable result of war, if wax should happen, 
and its preparation in time of peace is not open 
to the objections which exist to the system of 
Private Manufacture. 

(h) If the fluctuations in armament demand 
reach such a point that the armament require- 
ments of the nation could not be met without a 
very great expansion of the plant which it had 
been deemed wise to maintain in the Government 
arsenals in time of peace, the additional output 
required could be obtained by the adoption of 
the plan laid before the Commission in the 
evidence submitted by IMr. Arnold Forster, namely, 
that plant suitable for armament production 
should be temporarily leased by the State from 
private firms.. This plan could be applied to the 
slipways required in constructing ships of war; to 
factories in which some of the components of 
gun ammunition could be made; to some of the 
chemical plant required for the production of ex- 
plosives, etc. ; and to aircraft factories. 


By this method the Government would eliminate 
the motive of private pi-ofit from the manufacture 
of the additional quantities of arms which it re- 
quired beyond the capacity of its Government fac- 
tories to provide, and would do so without saddling 
itself with the maintenance of greater plant than it 
might desire to maintain in normal times. 

Conclusion concerning Fluctuations in Armament 

Demand. 

194. I therefore submit the following conclusions to 
the Commission ; 

If conditions of international anarchy continue, 
and if those conditions produce the same fluctuations 
in armament demand in the future as they have 
produced in the past, the community will inevitably 
suffer loss and inconvenience of many kinds. But : 

(a) If the production of arms were made a 
Government monopoly, the Government would have 
a keener stimulus to diminish the effects of these 
fluctuations than they have now. 

(b) The Government establishments ooiild be 
given many kinds of alternative work which could 
be spread over periods when armament demand was 
slack and which would not cause undue loss to the 
Exchequer. 

(c) The Government establishments could play 
a most effective part in preparing the industrial 
mobilisation which would be required if war 
occurred. 

(d) The loss to the community would fall where 
it belongs, namely, on the Government, whose 
policy is, in the last resort, responsible for the 
fluctuations of armament demand. 

The breaking up of expert .staffs. 

195. It is sometimes said that yet another serious 
disadvantage would result from the abolition of Pri- 
vate Manufacture, namely, that the expert staffs of 
designers, managers and workers now in the employ 
of the private armament firms would be broken up, 
and their irreplaceable services thus lost to the 
nation. This, it is said, would be a most serious 
handicap to the nation if war should ever again 
break out. (cf. e.g. the statement by Sir R. 
Hadfield quoted in paragraph 192 above.) 

This contention rests on the assumption that the 
abolition of Private Manufacture will necessarily in- 
volve the total unemployment of those now engaged 
in making armaments in private firms. This assump- 
tion is without foundation. The numbers employed 
in armament ijroduction will depend upon the volume 
of arms to be produced. If no Disarmament Treaty 
is made and if, therefore, armaments remain at their 
present level, the Government dockyards, arsenals, 
and factories would require to employ approximately 
the same number of people as are now emijloyed in 
the private armament firms. Thus : 

(a) The managerial staff of private armament 
factories would either be kept on as State servants 
in their present factories, if these were nationalised, 
or would be given preferential treatment in the 
recruiting of the additional staff which the ex- 
panded Government establishments would require. 

(b) The designers now attached to private firms 
would either be kept at their present posts in 
Government employ, or would bo transferred to the 
Drawing Office at Woolwich Arsenal, or to the 
Royal Corps of Naval Constructors and Aero- 
nautical Designers. 

(c) Foremen and skilled workers would almost 
certainly be taken into Government employ, 
especially if the Government adoijted the plan 
described in paragraph 193a above for the pre- 
paration in times of peace of reserve stocks of jigs, 
gauges, etc., for industrial mobilisation. 

196. The numbers of skilled armament managerial 
staff, designers and workers in the country will 
therefore be approximately the same whether they 
are employed in private or in Government establish- 
ments. But it may well be contended (cf. paragraphs 
143 and 144 above) that their concentration in Gov- 
ernment employ would greatly increase their effec- 
tiveness as a cadre for organising the expansion of 
armament production when war occurs. 
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The difficuUy alleged to result from the fact that 
great numbers of articles required for Combatant 
use by the Armed Forces are not at present 
made by Government Arsenals and Ordnance 
Factories. 

197. This difficulty has in some measure been dealt 
with in the argument (presented in the chapter 
devoted to the subject of “definition.” It was thei-e 
suggested : 

(a) That many important articles not now made 
by Arsenals, o.g., armour-plate, tanks, aircraft, 
marine engines, would cei'tainly have to be made 
in Government establishments when Private Manu- 
facture had been abolished. 

(b) That many of the smaller articles now pur- 
chased from private manufacturers, e.g., optical 


glass, magnetos, etc., could still be obtained from 
private factories without seriously obstructing the 
fulfilment of the purpose for which the abolition 
of Private Manufacture is desired. 

(c) That the adoption of the principles proposed 
in the section on “ definition ” (paragraphs 161 et 
seq. above) in respect of component parts would 
cover the vast majority of all articles now pur- 
chased by the Government from private firms. 

(d) That there would he no difficulty in making 
in Government factories the component parts which 
would fall within the definitions there suggested. 
At the end of the iWar Woolwich Arsenal was well 
described as a “ University of Arms,” turning out 
virtually everything needed for arms of all 
descriptions. 


CHAPTER XVII 
Summary of Conclusions 


198. As the result of the considerations set forth 
in the preceding sections, I venture to submit the 
following conclusions for the consideration of the 
Commission : 

(1) The present system of Private Manufacture 
involves evils .which are officially admitted to exist, 
and which it is desirable in the public interest 
to remove. 

(2) The alleged advantages of the system of 
Private Manufacture are far less important than is 
generally suppo.sed. 

(3) In particular, it is a fallacy to believe that 
the existence of a private armament industry 
would facilitate the expansion of armament pro- 
duction in time of war. 

On this, as on other technical points which are 
urged in favour of the present system, the balance 
of advantage would appear in fact to lie with the 
system of Government monopoly. 

(4) The alleged technical difficulties of abolish- 
ing Private Manufacture and establishing a system 
of Government monopoly are much less than is 
often believed. There is no problem involved in the 
establishment of a Government monopoly for which 
a practical solution cannot quite easily be found. 

(5) The most satisfactory method of removing 
the evils due to the existing system would be by 
the complete abolition of Private Manufacture. 
I venture respectfully to submit that the Royal 
Commission would most adequately discharge its 
task by recommending to His Majesty’s Govern- 
ment that this abolition of Private Manufacture 
should be carried through, if necessary by Great 
Britain acting alone. 

(6) It would, however, be desirable in the 
national interest that Private Manufacture should 
be abolished not only in Great Britain, but 
throughout the world. For so long as the private 
vested intei-est in armaments continues to exist 
elsewhere, there will remain the danger that its 
influence will succeed in obstructing disarmament 
or in raising the existing level of national armed 
strength in other countries and that it will thus 
impose a consequential increase in armament ex- 
penditure upon the British people. His Majesty’s 
Government should therefore propose general 
abolition by international agreement. 

(7) Whether or not Private Manufacture is 
abolished, it is desirable that national and inter- 
national measures should be taken to control the 
trade in arms. These measures should include : 


(a) The adoption of an international system of 
licensing and inspection, similar to that 
recently proposed by the United States Govern- 
ment, and including : 

(i) The Government licensing of armament 
manufacture (if Private Manufacture is per- 
mitted at all). 

(ii) The special licensing of all exports or 
imports of arms. 

(iii) The fullest publicity for all armament 
orders before they are executed. 

(iv) The control and inspection of all 
licences and of the books and factories of 
Private Armament Firms (if permitted to 
exist) by international commissions established 
by the League of Nations. 

(8) These measures for dealing with the trade 
in arms should be linked to, and indeed founded 
upon, the provisions of the Covenant and the Pact 
of Paris for the Renunciation of War. In pur- 
suance of the obligations of these Treaties, His 
Majesty’s Government should make it a binding 
rule of their foreign policy to allow no export of 
arms ; 

(a) To any State which is a party to an inter- 
national dispute under consideration by an 
international tribunal. 

(b) To any State which has resorted to war 
in violation of its international engagements. 

(9) His Majesty’s Government should endeavour 
to secure the acceptance of this principle by the 
other Members of the League. 

(10) If Private Manufacture is not abolished, 
then as an alternative the following measures 
should be taken : 

(a) “ Public Utility ” control over private 
firms to limit the prices or profits; 

(b) The establishment of a National Arms 
Board with a monopioly of the home and foreign 
marketing of arms. 

(11) In pursuance of the obligations of 
Article 8 of the C/Ovenant, His Majesty’s Govern- 
ment should endeavour to secure international 
acceptance for a system of the fullest possible pub- 
licity for all the processes of armament manufac- 
ture and of the trade in arms. 
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ANNEX A 
Vickers Group. 

Vickers, Ltd., is now a holding comiiany and its 
only fixed assets are investments in other companies. 
It owns all shares of the following subsidiary 
companies: — 

1. Airship Guarantee Co., Ltd. 

2. Electric Holdings, Ltd. 

3. Cooke Troughton & Simms, Ltd. 

4. Vickers Train Lighting Co., Ltd. 

5. Robert Boby, Ltd. 


6. Manufacturers Estates and Assets Co. 

7. Vickers (Aviation), Ltd., owning: — 
Supermarine Aviation Works (Vickers). 

8. 99 per cent, of loco Rubber and Water- 

proofing Co., Ltd. 

Vickers, Ltd., has substantial holdings in Italian 
and Roumanian companies. 

Since July, 1935, when Vickers, Ltd., bought the 
shares held by the Armstrong- Whitworth Group, 
Vickers, Ltd., owns practically all shares in Vickers- 
Amistrong, Ltd. 
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This company controls: — 

Whitehead Torpedo Co., Ltd. 

Vickers (Ireland), Ltd. 

Thames Ammunition Works, Ltd. 

Placencia de las Armas Co., Ltd. 

Variable Speed Gear Ltd. 

Vickers-Armstrong also has a large holding in a 
foreign company. 

By the terms of its articles, Vickers-Armstrong is 
not bound to publish any list or particulars of the 
securities or investments held by the company, or 
to give any information concerning same to any 
shareholder, unless instructed to do so by an Extra- 
ordinary Resolution in General Meeting, but in 
January, 1928, it is known that Vickers-Armstrong 
bought from Vickers, Ltd., all shares and interests 
in the following companies: — 

Kabushiki Kwaisha Nihon Seikosho (Japan Steel 
Works) . 

S.A. Le Nickel. 

Steel Manufacturers Nickel Syndicate, Ltd. 

High Speed Steel Alloys. 

High Speed Steel Alloys Mining Association. 

Societe des Etahlissements Miniere de 
Starachowice. 

Michell Bearings, Ltd. (share capital only). 

Electrode Company of ShefiSeld, Ltd. 

Uzinele Metalurgice din Copsa, Mica si Cugir. 

Experiencias Industriales S.A. 

Vickers-Armstrong also bought from Vickers, Ltd., 
all its benefits from and arrangements with : — 

Sociedad Espanola. 

S.A. Acieres et Domaines de Eesita. 

Kabushiki Kwaieha. 

Vickers Schneider. 

Terni Company. 

Similarly, Vickers-Armstrong bought from Arm- 
strong-Whitworth Group shares and interest in : — 

Kabushiki Kwais-ha. 

High Speed Steel Alloys. 

Thames Ammunition Works. 

S.A. Le Nickel. 

Steel Manufacturers Nickel Syndicate, Ltd. 

High Speed Steel Alloys Mining Association. 

Sociedad Espanola de Construcciou Naval. 


Vickers, Ltd., Vickers-Armstrong, and Cammell 
Laird own between them practically all the shares 
of The English Steel Corporation. 

This company controls : — 

Taylor Brothers & Co., Ltd. 

Darlington Forge, Ltd. 

English Steel Corporation (Australia Prop.), Ltd. 
Industrial Steels, Ltd. 

Vickers, Ltd., and Cammell Laird together own a 
controlling interest in : — 

Metro-Cammell Carriage Wagon and Finance Co 
Ltd., 

which company incorporates and includes five other 
companies and controls four other companies : — 

Cammell Laird owns Traumere Development Co., 
Ltd., 

and holds a large number of shares in 
English Electric Co., Ltd., which owns: — 

Dick Kerr Works. 

Ordnance Works, Coventry. 

Phoenix Works. 

Siemens Works, Stafford, 
and controls : • — 

Willan & Robinson. 

(Reference for above list : — 

Somerset House and Stock Exchange Year Book, 
1935.) 

E. I. Du Pont De Nemours & Company. 
Subsidiary Companies wholly owned by Du 
Pont : — 

1. American Glycerin Co. 

2. Associated Securities of Canada Ltd. 

3. Du Pont Building Corporation. 

4. Du Pont Cellophane Co., Inc. 

5. Du Pont S.A. 

6. Du Pont Rayon Co. 

7. Du Pont Securities Co. 

8. Du Pont Viscoloid Co. 

9. The Pacific R. & H. Chemicals Corp. 

10. The Grasselli Chemical Co. 

11. Hotel Du Pont Co. 

12. International Freighting Corp., Inc. 

13. National Ammonia Co., Inc. 

14. Rokehy Realty Co. 

15. Perth Amboy Chemical Works. 


Subsidiary Companies not wholly owned : — 

1. General Motors Securities Co. 

2. Societa Anonima MazzuccheUi (through Du P. Viscoloid Co.) 

3. Societa Italiana della Celluloide (through Du P. Viscoloid Co.) 

4. Krebs Pigment and Color Corporation (through Grasselli Chemical Co.) 

5. Acetol Products Inc. 

6. Remington Arms Co. Ltd. ... 

7. Du Pont Film Manufacturing Corp. 

8. Industrias Quimicas Argentas Duperial S.A. Industrial y Commercial . . . 

9. Old Hickory Chemical Co( through Grasselli Co. 15%) ; (through 

Du P. Securities 35%). 

10. Rio Grande Securities Co. 

which owns 

11. Co. Mexicana de Explosives S.A. ... ... ... 

12. Equitable Powder Manufacturing Co. 

13. Leathereloth Proprietary Ltd. ... 

14. Duco-Aktiengesellschaft 

15. Nobel Chemical Finishes Ltd. 

16. Canadian Industries Ltd (through Ass. Securities Canada) 

17. Co. Sud- Americana de Explosives ... 

18. Society Francaise Duoo S.A. 

19. Niacet Chemicals Corporation 

20. General Motors Corporation 

ditto through Gen. Motors Securities Co 

21. Dynamit Actien-Gesellschaft 

22. Deutsche Gold und Silber Scheideanstalt 

23. Bakelite Corporation ... 

24. I, G, Farbenidustrie A.G 


Percentage 

Percentage 

Stock Owned. 

Voting Rights. 

Common 

100 

94-3 

Common 

90 

90 

6% bonds 100 


Common 

70 

70 

6% bonds 100 


Common 

70 

70 

/Common 72-2 
1 Common A36- 1 

1 62-9 

/ Common 
\7% pref. 

66-06^ 

92-94J 

1 66-47 

Common 

61 

61 

Common 

50 

60 

Common 

60 

60 

Common 

60 

60 

18% Notes 60 


Common 

49 

49 

Common 

49 

49 

Common 

49 

49 

“ B” 

100 


Common 

48-7 

48-7 

Common A 46 ■ 85 

46-86 

Common 

42-39 

42-39 

f“ A” 

26-5 ■) 

. 36 

V“B” 

100 j 

Common 

33-33 

33-33 

7% pref. 

33-33 

23-46 

Common 

23-46 

Common 

4-81 

4-81 

Common 

7-98 

7-98 

Common 

3-6 

3-5 

Common 

4 

4 

Common 

•38 

•38 
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Remington Arms Co. (6) owns: — 

25. The Peters Cartridge Co. 

26. Remington Cutlery Works. 

27. Remington Cash Register Co. 

(Reference for above list : — ■ 

Hearings before Senator Nye’s Special Com- 
mittee Investigating the Munitions Industry. 
Part 5. Sept. 12, 13, 14, 1934. Exhibit 456, 
p. 1282, Du Pont’s investments in other com- 
panies.) 

Poor’s Industrial Volume, 1933, also gives the fol- 
lowing as subsidiary companies not .wholly owned by 
Du Pont De Nemours & Co. ; — • 

Fer cent, 
stock 
owned. 


Bayer-Semesan Company, Inc 60-00 

Celastic Corporation ... ... ... 60-00 

Gardinol Corporation ... ... ... 55-00 

Kinetic Chemicals, Inc. ... ... ... 51-00 

C. 6. Bartlett & Cia Ltda. ... ... 60-00 

Soclete Francaise Fabrikoid S.A. ... 25-00 


Impeeial Chemical Industries Lijiited. 

Imperial Chemical Industries Ltd. owns the fol- 
lowing Subsidiary Companies : — 

1. I.C.I. Alkali Ltd. (formerly Brunner Mond 

& Co.). 

2. I.C.I. Explosives Ltd. 

3. British Electric Detonator Ltd. 

4. British Dyestuffs Corporation Ltd. 

5. British Alizarine Company Ltd. 

6. I.C.I. (General Chemicals) Ltd. (formerly 

United Alkali Ltd.). 

7. I.C.I. (Fertilisers and Synthetic Products) 

Ltd. 

8. I.C.I. (Lime) Ltd. (formerly Buxton Lime 

Firms Co.). 

9. I.C.I. (Metals) Ltd. (formerly Kynochs Ltd.). 

10. Broughton Copper Co., Ltd. 

11. I.C.I. (Rexine) Ltd. 

12. British Leather Cloth Manufacturing Co. 

13. I.C.I. Insurance Ltd. 

14. Lighting Trades Ltd. 

Imperial Chemical Industries Ltd. has direct con- 
trolling interest in the following companies: — 

Through I.C.I. Alkali Ltd. : — 

1. Magadi Soda Co., Ltd. 

Through I.C.I. Explosives Ltd.: — 

2. Nobel Explosives Co., Ltd. 

3. Curtis’s & Harvey Ltd. 

4. Lancashire Explosives Co., Ltd. 

5. Bickford, Smith & Co., Ltd. 

6. Sedgwick Gunpowder Co., Ltd. 

7. W. H. Wakefield & Co., Ltd. 

8. Liverpool Magazines Co., Ltd. 

9. British Westfalite Ltd. 

10. R. & T. Jack & Co., Ltd. 

11. Patent Electric Shot Firing Co., Ltd. 

12. Roburite & Ammonal Ltd. 

13. Alexander Walker & Co., Ltd. 

Through British Alizarine Co., Ltd.; — 

14. British Synthetics Comiiany, Ltd. 

15. Scottish Dyes Ltd. 

16. Oliver Wilkins & Co., Ltd. 

Through I.C.I. (Gen. Chemicals Ltd.): — 

17. Cassel Cyanide Co., Ltd. 

18. Castner-Kellner Alkali Co., Ltd. 

19. Chemical and Metallurgical Corp. 

20. Chance & Hunt Ltd. 

21. Lancs. Public House Trust Ltd. 

22. Mouldrite Company, Ltd. 

Through I.C.I. (Fertilisers): — 

23. Casebourne & Co. (1926), Ltd. 

Through I.C.I. (Metals) Ltd. : — 

24. British Copper Manu. Ltd. 

25. Allen Evoritt & Sons, Ltd. 

26. Elliotts Metal Co., Ltd. 

27. John Marston Ltd. 


28. Excelsior Motor Radiator Co. 

29. Lightning Fasteners Ltd. 

Through Broughton Copper Co. : — 

30. John Bibby, Sons & Co. (Garston), Ltd. 

31. Welsbaoh Light Co., Ltd. 

32. Stealite & Porcelain Products, Ltd. 

33. Paper Goods Manufacturing Co. 

34. I.C.I. of Australia and New Zealand. 

35. Finance Company of Great Britain and 

America. 

Imperial Chemical Industries, Ltd., has pre- 
ponderating interest in the following companies: — 

1. African Explosives & Industries, Ltd. (I.C.I., 50 

per cent., De Beers Consolidated Mines, L-td., 
50 per cent.). 

This company controls ; — 

Cape Explosives Works, Ltd. 

2. Scottish Agricultural Industries, Ltd. (£551,443 

out of £822,226 ordinary shares). 

This company controls: — 

Charles Tennant & Co. of Carnoustie Ltd. 
Aberdeen Commercial Co., Ltd. 

Barclay Ross Hutchison Ltd. 

Alexander Cross & Sons Ltd. 

Cross’s Chemical Co., Ltd. 

J. & J. Cunningham Ltd. 

John Miller & Co. (Aberdeen), Ltd. 

Daniell Wyllie & Co., Ltd. 

3. Amal. Ltd. (formerly Amalgamated Carburet- 

tors Ltd.). 

4. F. Crane Chemical Company, Ltd. 

5. Nobel Chemical Finishes Ltd. 

6. Naylor Brothers (London) Ltd. (paint and 

varnish). 

7. Portland Glass Company, Ltd. 

Imperial Chemical Industries Ltd. has established 
following selling companies: — 

Brunner Mond & Co. (Japan), Ltd. 

Imperial Chemical Ind. (China) Ltd. 

Imperial Chemical Ind. (Levant) Ltd. 

Imperial Chemical Ind. (India) Ltd. 

Imperial Chemical Ind. (Peru) Ltd. 

Imperial Chemical Ind. (Malaya) Ltd. 

I.C.I. (Argentine) Ltd. 

Cia Imp. de Industrias Quimecas de Chili. 

Cia Imp. de Industrias Chemicas de Brasil. 

Imperial Chemical Industries Ltd. is associated 
with the following companies : — 

Cartoucherie Orbea Argentina. 

Cia Sud-Americana de Explosives. 

S.A. Industrial y Comercial Rivadavia. 

Imperial Chemical Industries Ltd., jointly with 
E.I. Du Pont de Nemours, is directly interested in 
the following associate company, with which they 
have an agreement for exchange of inventions which 
gives the associate Company exclusive production 
and selling rights of all inventions in Canada; Du 
Pont exclusive rights in U.S.A., Mexico, Central 
America and West Indies; and I.C.I. the exclusive 
rights within the British Empire, and gives I.C.I. 
and Du Pont the rights within any and all other 
countries : — 

Canadian Industries Ltd. 
which Company owns: — 

Arlington Co. of Canada Ltd. 

Canadian Ammonia Co., Ltd. 

Canadian Explosives Co., Ltd. 

Canadian Fabrikoid Ltd. 

Canadian Salt Co., Ltd. 

Dominion Cartridge Co., Ltd. 

Flint Paint & Varnish Co., Ltd. 

Grasselli Chemical Co., Ltd. 

Triangle Cliemical Co., Ltd. 
and controls Canadian Safety Fuse Co., Ltd. 
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Imperial Chemical Industries Ltd. has investments 
in and trade connections with the following Com- 
panies : — ■ 

E.I. Du Pont do Nemours and Co. of U.S.A. 

I.G. Farbenindustrie of Germany. 

International Nickel Co. of Canada. 

General Motors Corporation of U.S.A. 

Allied Chemical Co. of U.S.A. 

(Compiled from Stock Exchange Year Book, 193.5, 
and Moody’s Statistics, 1935.) 

ANNEX B 

League op Nations. 

Conf. D./C.G. 48. 

Geneva, 3rd March, 1933. 

CONPERENCE FOR. THE REDUCTION .AND LIMITATION OF 

Armaments. 

Committee for the Regulation of Tr.ade in and 
Private and State Manufacture of Arms and 
Implements of AVar. 

Question of the abolition of private manufacture of 
arms. 

The Danish, French, Polish and Spanish Delega- 
tions submit the following considerations : — 

1. Article 8, paragraph 5, of the Covenant of the 
League of Nations draws the attention of Members 
of the League to the dangers inherent in the private 
manufacture of arms ; — 

The Members of the League agree that the 
manufacture by private enterprise of munitions 
and implements of war is open to grave objections. 
The Council shall advise how the evil effects 
attendant upon such manufacture can be pre- 
vented, due regard being had to the necessities 
of those Members of the League which are not 
able to manufacture the munitions and implements 
of war necessary for their safety.” 

For Members of the League, the solution of this 
problem must therefore be of an international 
character. 

Everywhere the private manufacture of arms and 
ammunition, like all other private economic activi- 
ties, aims primarily at a profitable return upon the 
invest^ capital. There must therefore be a con- 
stant increase in the demand for arms, which can 
only be maintained in an atmosphere of strained 
international relations. 

For examples of the evil effects of such enter- 
prises reference may be made to the Report of the 
Temporary Mixed Commission of loth September, 

“ Armament fii-ms have attempted to bribe 
Government officials both at home and abroad. 

“ Armament firms have disseminated false 
reports concerning the military and naval pro- 
grammes of various countries in order to stimulate 
armament expenditure. 

“ Armament firms have sought to influence 
public opinion through the control of newspapers 
in their own and foreign countries. 

“ Armament firms have organised international 
armament rings through which the armament race 
has been accentuated by playing off one country 
against another. 

Armament firms have organised international 
armament trusts which have increased the price 
of armaments sold to Governments.” 

The situation has not improved since 1921. 
Without mentioning ivell-known events which 
occurred in connection with the 1927 Geneva Naval 
Conference, we may quote the Latvian Government’s 
reply to the enquiry organised in 1926 by the 
League of Nations. The Latvian Government’s 
statement was as follows ; — 

“ The Latvian Government, however, thinks it 
desirable to indicate certain concrete examples 
drawn from its own experience ; — 

“ (a) Cases have occurred in which private 
armaments firms endeavour to induce Govern- 
ments to purchase war material by encouraging 
competition between neighbouring States; 


“ (b) After selling out-of-date armaments on 
the strength of dishonest advertisement, such 
firms offer to supply improved armaments, in 
this Avay inducing Governments to accumulate 
unnecessary stocks ; 

“ (c) As a result of concerted action on the 
part of armaments firms, prices are unduly 
high, especially if, as is the case in Latvia, 
supplies are bought in small quantities.” 

The international character of any solution of the 
problem of private manufacture is further confirmed 
by the fact that the present Conference is proceed- 
ing to a limitation and reduction of existing arma- 
ments. As soon as States cease to be completely free 
to develop their existing armaments at their own 
discretion the question of how the armaments limited 
by the Convention are to be renewed can no longer 
be regarded as a purely domestic matter. As arma- 
ments can only be renewed by home production or by 
imports, the two questions of private and State 
manufacture and traffic in arms take on an inter- 
national character and must be dealt with within 
the framework of a single Convention on the same 
footing and in the same fashion as the problem of 
the limitation and reduction of armaments. 

2. The abolition of the system of private manu- 
facture would not necessarily entail the closing 
doAvn of all private factories as has been suggested. 
In so far as their production corresponded to the 
requirements of the States as limited by the Dis- 
armament Convention, such factories might remain 
in operation. What would be changed is the system 
of ownership, which would cease to be private. If 
repercussions upon the organisation of national in- 
dustry are inevitable, they would be the result not 
of the abolition of private manufacture but of the 
reduction of armaments. 

3. The fear of the non-producing States that the 
abolition of the private manufacture of arms would 
bo detrimental to their interests is unjustified, as 
even in the present state of affairs arms are only 
consigned by a private factory with the assent of the 
Government on whoso territory that factory is 
situated. 

At the present time the control over all exports of 
arms and munitions from their territory exercised 
by producing States in the sole interests of their 
national policy leads to the result that the non- 
producing States derive no benefits from the system 
of private manufacture. The abolition of this system 
ivould not, therefore, modify the situation of non- 
producing States in any respect. 

There is already a tendency among non-iu’oducing 
States to create arms factories on their own terri- 
tory with a view to making themselves independent 
of foreign countries in respect of the organisation of 
their national defence. This policy has nothing to do 
with the problem of the abolition of jirivate manu- 
facture, as from the point of view of a non-iiroduoing 
State, it is immaterial whether it is dependent in 
time of peace upon supplies obtained from tbe fac- 
tories of a foreign State or upon supplies from fac- 
tories which, though private, are in iiractice under 
the control of a foreign State. 

4. Under The Hague Convention, belligerent States 
are only entitled to obtain new stocks from neutral 
private manufacturers and are prevented from jiro- 
curing them from neutral State enterprises. From 
that it has been inferred that the abolition of jjrivate 
manufacture would x^rsT'ent non-producing States 
from obtaining fresh suiixilies in time of war. 

The problem of neutrality cannot, however, be con- 
sidered solely in the light of TTie Hague Conventions 
irrespective of the other international agreements, 
more especially the Covenant of the League and the 
Pact of Paris, which have profoundly altered the 
legal and moral aspects of this problem. Can States 
bound by the Covenant of the League or the Pact of 
Paris use their neutrality as a pretext for treating 
a State which has resorted to war contrary to the 
afore-mentioned instruments and a State victim of 
an aggression on a footing of equality? 
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The abolition of private manufacture would make 
it possible to avoid cases in which Governments, 
while co-operating with international organisations 
tor the pacific settlement of a dispute, would be 
exposed, in the absence of international regulation, 
to pressure from some of their nationals engaged in 
the private manufacture of arms. By claiming the 
right to sell arms and munitions to one and, some- 
times to both, of the parties to the dispute on the 
ground that their foreign competitors will do so if 
they refrain, such iirivate manufacturers would help 
to defeat international efforts for the pacific settle- 
ment of the dispute. 

The contradiction would be even more striking 
if for the same private reasons the nationals of 
States bound by the Covenant of the League or the 
Pact of Paris were, in contravention of these in- 
struments, to furnish arms and munitions to a State 
resorting to force in violation of international law. 

5. The fear expressed in certain quarters that 
non-producing States would constitute consider- 
able stocks of arms with a view to making them- 
selves independent of foreign imports in case of 
war would appear to be exaggerated. Whatever the 
extent of the limitation of material under the terms 
of the Convention, no State — not excluding non- 
producing States— will be able to constitute stocks 
in excess of the direct or indirect limits fixed in 
respect of each of them under the Convention. 

6. It has heen noted on occasion that in certain 
countries it would be more difficult for Governments 
to reduce their arms factories on the cessation of 
hostilities than for private factories, owing to the 
pressure brought to bear in Parliament by repre- 
sentatives of .workers employed in the manufacture 
of armaments. 

It is not for the Disarmament Conference to con- 
cern itself with what may happen on the cessation 
of hostilities, that is, after a war is over. Its pur- 
pose is rather to prevent any outbreak of war. 

Moreover, so far as is known, it is not the repie- 
sentatives of the workers who, in their respective 
countries, bring pressure to bear on the public 
authorities with a view to preventing the abolition 
or reduction of arms manufacture. 

7. The abolition of private manufacture and the 
concentration of the manufacture of arms in the 
hands of the State would establish a more clearly 
defined distinction between war production and peace 
production j this is highly desirable since in view 
of the fact that many industrial undertakings manu- 
facture both arms and other products, there is a 
risk of the clandestine manufacture of war mate- 
rial in spite of the existence of strict international 
supervision. 

Furthermore, a clear distinction between peace- 
time and war-time production would render much 
more difficult the peace-time adaptation of private 
factories working mainly for pacific ruquiremepts to 
military use in. case of war. The potential of indus- 
trial countries, without being abolished, might, 
however, not be utilised for war until after a certain 
process of adaptation, which would begin only after 
the opening of hostilities. The private manufacture 
of arms, by reason of its mixed character, enables 
industrial States to prepare well in advance in 
peace time for the immediate utilisation of factories 
for military purposes. 

8. It was observed that it would be difficult to 
define war industries; that difficulty, however, is 
not peculiar to the problem of the abolition of 
private manufacture, but recurs also in connection 
with the regulation of such manufacture. The 
difficulty is less serious in reality than in appearance, 
since the point is not to suppress the private manu- 
facture of all products capable of being used for 
purposes of war (e.g., chemical products), but only 
those which are obviously designed for military pur- 
poses (e.g., rifles, machine guns, guns), the sale of 
which has often produced “ evil effects.” This dis- 
tinction might be exactly defined as a result of a 
study which has not yet been undertaken by the 
Committee. 


9. The abolition of arms manufacture is not de- 
signed to concentrate in the hands of the State ail 
manufacture that might serve to produce arms. The 
sole object is to reserve to the State that part of 
industrial production whereby a product undergoes 
the first transformation which renders it unfit for 
I)acific purposes and destines it exclusively for 
military use. 

10. The abolition of private manufacture and the 
substitution of some other system may, no doubt, 
involve financial burdens for the producing States. 
But certain countries, it should be noted, are at pre- 
sent re-organising their affairs in the opposite direc- 
tion, i.e., they are attempting to reduce their State 
production by encouraging the development of the 
private war industry. This transformation, which 
is proceeding with the assistance of direct or in- 
direct subsidies to private manufacturers, un- 
doubtedly involves expenditure no less considerable 
than would be involved by the substitution of 
another system for private manufacture. Further, 
any expenditure arising out of the abolition of 
private manufacture could be distributed over a 
period of several years without constituting any very 
considerable ^burden on the annual budgets of the 
States. 

11. The national laws now in force are not such as 
to prevent the evil effects of an international char- 
acter which are brought about by private manufac- 
ture. These laws aim at ensuring the internal 
security of the State and take into account only the 
internal repercussions of private manufacture. They 
do not place at the disposal of Governments, exempt 
from any international undertaking in the matter, 
the means necessary to i^revent the evil international 
effects of private manufacture. 

12. The interests of private manufacture encourage 
differentiation and an increase in the power of the 
weapons produced, a state of affairs .which is not in 
keeping with the spirit of the Disarmament Con- 
vention; the aims should be rather to encourage the 
standardisation of armaments with a view to making 
them more readily comparable. 

13. To sum up, since the “ evil effects ” on arma- 
ments and on peace cannot be done away with by 
the solutions proposed by those who are in favour of 
the maintenance of private manufacture (publicity 
of licences for manufacture and export), the aboli- 
tion of private manufacture must be envisaged 
irrespective of any social or political preoccupations, 
simply to meet the requirements of the Convention 
for the Reduction and Limitation of Aa-maments. 

ANNEX 0 

Extbaot from the Intee^Allibd Note sent to 
Germany, as reported in “ Lb Temps,” June 7, 
1925. 

“ Partie III. 

Liste detaillee des redressements necessaires pour 
quo les clauses militaii-es du traite de Versailles 
puissent etre considerees conime remplie d’une 
maniere satisfaissante. 

II. Usines, Depots, Ateliers (Articles 168 et 169). 

Vsines privecs autre que les usines autorisees. 
Situation actuelle. 

Deutsche Waffen et Munitions Faibrik a Carlsruhe, 
cartoucherie, 526 machines restent a disperser. 

Mauser, -a Oberndorf, 885 machines restent a dis- 
lierser. 

Deutsche Waffen et Munitions Fabrik a \Vittenau, 
1,363 machines restent a disperser (y compris 197 qui 
out ete changees d’ateliers). 

Bayerische Sprengstoff A.G. a Thansau, 4 appareils 
de nitration non utilises et une installation de 
cristallisations sent a demonter et a vendre. 

Sachsische Gusstahl-Fabrik, a Dehlen Deuben 
(Saxe), 3 jeux de presses doubles ont ete reinstalles 
et 2 presses horizontales ont ete acquises, malgre 
I’interdiction formulee. 

Pulverfabrik Walsix)den, a Demitz, 11 batiments 
etuves a vide restent a detruire. 
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U sines autorisies. 

. . . Krupp a Essen et Hoppen sent encore 

a detruire . . . un stock de munitions . 

atelier de Nehr krois de Desching (autorisee) 17 
magasins a munitions sont a detruire . . 

ANNEX D 

German Latv on War Material (or 27 th July, 1927). 

The Reichstag has passed the following Law, which 
is hereby promulgated with the approval of the 
Federal Council : — 

Section 1. 

The import and export of war material of every 
kind (weapons, ammunition and other material) and 
its manufacture for export is forbidden. 

Section 2 

War material must neither be manufactured, 
stored nor sold for home use. 

Section 3. 

The stipulations of Sections 1 and 2, in so far 
as Section 7 does not otherwise provide, apply to 
the following articles : — * 

1. Guns and “ Minenwerfer ” of every type, their 
travelling carriages, gun cai-riages and other special 
accessories. 

2. Projectiles and ammunition for weapons men- 
tioned in 1. 

3. — (a) Mechanised weapons (Masohinenwaffen) of 
every type and all calibres and their gun carriages. 

(b) Means of transport and special accessories for 
these weapons. 

4. Rifles, short rifles and cai'bines of all patterns 

which : • 

(a) enter or may in future enter into the arma- 
ment of the armed forces of any State, or 

(b) are adapted for the use of ammunition em- 
ployed by the German armed forces, or 

(c) no longer enter into the armament of the 
armed forces of any State, but are nevertheless 
capable of military use or are intended for war 
purposes. 

5. Projectiles and ammunition for the weapons 
mentioned in 3a and 4. 

6. Pistols and revolvers, automatic or with auto- 
matic loading contrivances, with barrel length ex- 
ceeding 9-8 cm. or calibre exceeding 8 mm. 

7. Contrivances and machines — intended for war 
purposes — ^for firing or ejecting bombs, torpedoes, 
depth charges and other types of projectile. 

8. Hand apd rifle grenades and trench mortar 
bombs. 

9. — (a) Land mines. 

(b) Bombs intended for war purposes. 

10. Torpedo tubes and mechanical devices belonging 
to torpedo-ejecting mechanisms. 

11. — (a) Torpedo ejection charges. 

(h) Torpedoes and their special accessories. 

12. Depth charges, towed bursting charges, float- 
ing mines and moorable submarine mines. 

13. Ammunition boxes and packing cases specially 
adapted for the transport and storage of war 
material. 

14. Submarines, their periscopes and other special 
equipment. 

15. Mountings and mechanical devices for naval 
guns. 

16. Ammunition supply and loading contrivances 
for naval guns. 

17. Mechanical and electrical firing devices for 
naval guns and torpedoes. 

18. Contrivances for controlling the discharge of 
torpedoes. 

19. Fixed or mobile under water protective 
netting. 

20. Armour plates, cupolas and protective shields. 

21. Tanks and armoured motor vehicles. 


22. — (a) Lances and adjustable bayonets. 

(b) Swords intended for war purposes. 

23. — (a) Ships of every type and tonnage obviously 
built or equiiiped for use as warships or submarine 
vessels of any kind. Mercantile surface vessels of 
every type and speed are not included in this cate- 
gory provided they are not equipped in time of peace 
with special installations which obviously facilitate 
the use of weapons (guns, mines, aeroplanes, etc.). 
The reinforcement of decks is permitted in time of 
peace, but only in the case of mercantile vessels which 
are built, rebuilt or refitted in Germany on foreign 
order or account and are intended for export as soon 
as completed. 

(6) Boilers and main engines of all designs, which 
obviously are specially adapted for use in warships or 
submarines of any type; specially adapted auxiliary 
machinery obviously intended for use with such 
boilers and main engines. 

24. Contrivances for iirojecting or emitting gas or 
smoke, intended for war purposes; and flame- 
throwers. 

25. — (a) Contrivances for direction and control of 
fire. 

(6) Aiming and sighting devices and range finders 
intended for war purposes. 

26. — (a) Optical instruments and apparatus for 
ranging^ by sound or by flash, intended for war 
purposes. 

(b) Searchlights intended for war purposes. 

27. Transmitting and receiving installations and 
contrivances intended for war purposes, also all other 
apparatus intended for the same purpose, by means 
of which messages can be transmitted, received or 
intercepted, or military and naval units controlled. 

28. Smoke balls, signal rockets, light rockets, and 
signal throwers, intended for war purposes. 

29. Articles intended for war purposes, which form 
part of individual or collective military equipment, 
including steel helmets and gas masks. 

30. Entrenching tools specially adapted for war 
purposes. 

31. Barbed wire, including supports and other pro- 
tective equipment, specially adapted for war 
purposes. 

32. Automobiles and trailers or side cars specially 
adapted for war purposes. 

33. Horse-drawn vehicles specially adapted for war 
purposes. 

34. Observation wagons and observation ladders 
intended for war purposes. 

35. Special devices for bridging columns and their 
pontoons, intended for war purposes. 

36. Field kitchens, motor or horse drawn, and 
their special equipment, intended for war purposes. 

37. Railway rolling stock, specially adapted for 
war purposes, special accessories therefor and special 
contrivances for the conversion of ordinary rolling 
stock for war purposes. 

38. All devices employed in the training of men in 
any matter concerning : artillery, the use of tor- 
pedoes and depth charges, the laying of submarine 
mines, the control of artillery fire and torpedo fire, 
and methods of attack, as well as the use of range- 
finders, searchlights, wireless installations and in- 
stallations for submarine signalling, intended for war 
purposes. 

39. Principal parts of ; 

(a) the articles mentioned in Nos. 1 to 10, 12, 13, 
17 to 20 and 22a and of the gas masks mentioned 
in No. 29. 

(b) the articles mentioned in Nos. 11, 14 to 16, 
21, 23h, 25a, 32 and 33 and such articles mentioned 
in Nos. 25b and 26a as are specially adapted for 
war purposes, in so far as these principal parts 
cannot normally be used in the same form foi 
industria,! purposes. 
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40. — (a) Partly finished principal parts, in con- 
formity with No. 39, of the articles mentioned in 
Nos. 1 to 3, 7 to 12, 15, 16, 20 and 21, if they are 
obviously intended for the manufacture of weapons, 
ammunition and war material, or have reached such 
a stage of manufacture that they can normally be 
further used for war purposes alone. 

(b) Partly finished principal parts of the articles 
mentioned in No. 4, if they have reached such a 
stage of manufacture that they can normally be 
further used for war purposes alone, and of the 
articles mentioned in No. 6, if they have undergone 
more than one cold drawing. 

41. Asphyxiating, toxic or similar products in- 
tended for war purposes; contrivances specially in- 
tended for their manufacture, storage or use. 

42. Nitro cellulose and nitroglycerine powders; — 

(a) Powder for artillery of every kind ; 

(b) Powder for small arms if obviously intended 
for war purposes. 

43. The following explosives which may form part 
of any weapon of war; — • 

(a) Nitro-compounds with three or more nitro 
or nitric acid ester groups attached to one 
nucleus, exceipt picric acid and trinitrotoluol. 

(b) Compressed or molten picric acid. 

(c) Picric acid in powder form intended for war 
purposes. 

(d) Trinitrotoluol, recrystallised or having a, 
melting point over 79 degrees, or in the form of 
compressed or cast charges. 

(e) Trinitrotoluol in powder form intended for 
war purposes. 

(/) Mixtures of ammonium nitrate and nitro- 
derivatives with more than 25 per cent, nitro- 
derivatives. 

(p) Fusible mixtures of nitro-derivatives and 
chlorates or perchlorates with more than 35 per 
cent, nitro-derivatives. 

44. Compressed nitro-cellulose in charges for war 
purposes; nitro-cellulose obviously intended for war 
purposes; raw materials (Rohmasse) (compositions of 
nitro-glycerine and nitro-cellulose) intended for war 
purposes. 

45. Detonators and means of ignition, if obviously 
intended for weapons of war. 

Section 4. 

The following products are also subject to the 
stipulations of Section 2; — 

]. Small arms intended for war purposes, if not 
already included under Section 3, No. 4. 

2. Ammunition for weapons mentioned in 
Section 3, No. 6. 

3. Boilers and main engines of all designs, which 
are obviouslj' intended for warships or submarines 
of any type, and auxiliary machinery obviously in- 
tended for such boilers and main engines and their 
principal x^arts, if not already included under 
Section 3, Nos. 23b or 39b. 

4. Horse drawn vehicles and their principal jDarts, 
intended for war purposes, if not already included 
under Section 3, Nos. 33 or 39b. 

5. Principal parts and semi-manufactured parts, 
intended for war purposes, of the articles 
enumerated in Section '3, Nos. 1 to 38, if not 
already included in Section 3, Nos. 39 and 40. 

0. Uniforms intended for war i^urposes. 

7. Harness for draught, saddle, or pack animals, 
intended for war purposes, and principal parts 
thereof. 

8. — (a) Special war machines ; tools, gauges, 
moulds, models, matrices (sections), stamps, top and 
bottom swages, specially adapted for the iiroduction 
of war material. 

(b) Groups of machinery with connecting mech- 
anism aijpertaining thereto, sjjecially assembled for 
the production of war material. 


. Section 5. 

1. The import of the articles enumerated in 
Section 4 is forbidden. 

2. For export, these ai'ticles may only he manu- 
factured and stored in the quantities customarily 
required by trade for the conduct of a regular ex- 
port business. 

3. The articles enumerated in Section 4, Nos. 3, 

7 and 8, may only be manufactured for ex^jort for 
the purpose of executing genuine orders. 

4. Factories which obtain orders for the export 
of articles designated in Section 4, No. 8 — as well 
as all other factories — are forbidden to carry out 
research concerning the production of war material, 
or to maintain s^iecial equiiJinent for such research. 
Factories which receive such orders for exj>ort may, 
however, carry on the research necessary for the 
execution of these orders, in so far as this research 
does not relate to the manufacture of war material 
forbidden to the German armed forces by the Treaty 
of Versailles. 

Section 6. 

1. The stipulations of Section 2 and of Section 6, 
para. 4, are not applicable to orders given by 
German official departments. 

2. The Federal Minister for Commerce, in 
collaboration with the Federal Minister for Defence, 
has the right to limit in the authorised factories 
the pliant for piroducing the articles mentioned in 
Section 3, Nos. 1, 2, 3a, 4a, 5, 6, 8, Ho, 15, 16, 
20, 33, 42 and 43o to e. 

Section 7. 

Recrystallised trinitrotoluol, hexanitro-diphenyla- 
mine, tetryl and trinitroresorcin may he manu- 
factured for the pjroduction of detonators for in- 
dustrial purposes and exported in quantities fixed 
yearly by the Federal Minister for Commerce. 

Section 8. 

Nitrocellulose and nitroglycerine piowders, 
nitro-comiJounds with three or more nitro or nitric 
acid ester groups attached to one nucleus and pihos- 
gene may only he manufactured in factories which 
have been granted permission to that effect by the 
Federal Minister for Commerce. Permission may 
be granted on condition that only a fixed quantity 
of apparatus shall be used for manufacture. Per- 
mission may he cancelled if the stipulated conditions 
are not fulfilled, or if the manufacture of the pro- 
ducts in question is discontinued for a period of 
over six mouths. 

Section 9. 

1. Any person contravening the pjrovisions of this 
Law shall be pninished by imprisonment not exceed- 
ing six months or by detention (Haft) or fine. 

2. In addition to the penalty, it may be ordained 
that the articles, to which the punishable action 
relates, shall he confiscated and rendered unservice- 
able, even if they are not the property of either 
the offender or an accomijlice. 

3. Confiscation and rendering unserviceable must 
be ordained if the following are in question : — 

(1) Articles mentioned in Section 3, Nos. 1 to 
22a, 23 to 25a, 28, 32, 33, 42o, 43b, d, f, g and 
Section 4, No. 8a. 

(2) Articles mentioned in Section 3, Nos. 25b 
and 26, if spiecially adapted for war purpioses. 

(3) Principal parts mentioned in Section 3, 
No. 39. 

(4) Partly finished principal parts, in con- 
formity with Section 3, No. 39, of the articles 
mentioned in Section 3, Nos. 1 to 5, 7 to 12, 15, 
16, 20 and 21, if they have reached such a stage 
of ’manufacture that they can normally he further 
used for war purposes alone. 

4. Groups of machinery specially assembled for the 
production of war material must be dispersed and 
the connecting mechanism confiscated and rendeied 
unserviceable. 
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Section 10. 

For the period of six months after this Law comes 
into force its' stipulations are not applicable to con- 
tracts relating to the export of articles whose ex- 
port was not prohibited by the Law of 26th June, 
1921, relating to the Import and 'Export of War 
Material. This holds good, however, only in respect 
of contracts, concluded before the date of promul- 
gation of this Law, the execution of which had 
already been begun before that date. 

Section 11. 

The Federal Minister for Commerce may decide 
that the stipulations of Section 1 shall not be applied 
to ships of the type designated in Section 3, No. 23o, 
if their construction was begun at a German ship- 
yard in virtue of a foreign order before 1st August, 
1914. 

Section 12. 

Upon the entry into force of the present Law, the 
Law of 26th June, 1921, amending the Law of 22nd 
December, 1920, relating to the Import and Export 


of War Material (Reichsgesetzblatt, p. 767) is 
abrogated. 

Section 13. 

The present Law comes into force the day following 
its promulgation.* 

Berlin, 27th July, 1927. 

The Federal President, 

(Sgd.) VON Hindenburg. 

(For the Federal Minister for 
Foreign Affairs), 

The Reichs Minister for Justice, 

(Sgd.) Hebgt. 

(For the Federal Minister for 
Economic Affairs), 

The Federal Minister for Defence, 

(Sgd.) Gessleb.. 


* i.e. as from 6th August, 1927. 
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ROYAL COMMISSION ON THE PRIVATE MANUFACTURE 
OF AND TRADING IN ARMS 


TEEMS OF EEFEEENCE — 

(1) To consider and report upon the practicability and desirability (both from 
the national and international point of view) of the adoption (a) by the United 
Kingdom alone, (&) by the United Kingdom in conjunction with the other 
countries of the world, of a prohibition of private manufacture of and trade in 
arms and munitions of war, and the institution of a State monopoly of such 
manufacture and trade. 

(2) To consider and report whether there are any steps which can usefully 
be taken to remove or minimize the kinds of objections to which private manu- 
facture is stated in Article 8 (5) of the Covenant of the League of Nations to 
be open. 

(3) To examine the present arrangements in force in the United Kingdom 
relative to the control of the export trade in arms and munitions of war, and to 
report whether these arrangements require revision, and, if so, in what directions. 


MINUTES OF EVIDENCE 


TAKEN BEFORE THE 

ROYAL COMMISSION ON THE PRIVATE 
MANUFACTURE OF AND TRADING IN ARMS 

ELEVENTH DAY 

Thursday, 31st October, 1935 


PRESENT ; 

The lit. Hon. Sir JOHN ELDON BANKES, P.O., G.C.B. (Chairman). 

Sir PHILIP GIBBS, K.B.E. Sir KENNETH LEE, LL.D. 

Dame RACHEL E. CROWDY, D.B.E., LL.D., R.R.C. Professor H. C. GUTTERIDGE, K.C., LL.D., M.A. 
Sir THOMAS ALLEN. Mr. J. A. SPENDER. 

Mr. E. TWENTYMAN (Secretary). 

Mr. D. HAIGH (Assistant Secretary). 


Admiral Sir Reginald Bacon, K.O.B., 

1494. Chairman : Sir Reginald, you have prepared a 
Note of what you desire to say to us. Would it be 
convenient that you should read this or would you 
prefer to make a statement? 

Sir Iteginald Bacon: 1 think. Sir, if you ask 
me questions on what 1 have written, that would 
perhaps he the better course. 

1495. Chairman: The only thing is this: The Press 
want to he informed of what your evidence is, and 
therefore, unless you see any reason to the contrary 
—it is quite short — it would he convenient if you 
read that first. 

Sir Itcginald Bacon: Certainly. 

1496. Chairman : And then ive may ask questions. 

I generally let the Press have the record of the wit- 
ness. I have yours here. You will not mind my 
reading it? 

Sir Beginald Bacon : Certainly not. 

1497. Chairman: “Admiral Sir Reginald Hugh 

Spencer Bacon, K.C.B., K.C.V.O., D.S.O. : Director 
of Naval Ordnance and Torpedoes, 1907-9; retii-od 
November, 1909, to take post of Managing Director 
of the Coventry Ordnance Works, 1910-15; resigned 
the appointment and gazetted Colonel 2nd Com- 
mandant R.M.A., 1916; commanded Heavy Howitzer 
Brigade R.M.A. with Expeditionary Force in 
France; commanded the Dover Patrols, 1915-18; 
Controller Munitions Inventions, January, 1918- 
April, 1919.” Have you a copy of j'our Note? 

Sir Beginald Bacon : I have, Sir. Shall I 
read it? 

1498. Chairman : Yes. You have not prepared any 
separate statement, have you? 

Sir Beginald Bacon : I have prepared a 

separate statement after I saw the evidence of Dr. 
Addison. 

1499. Chairman: Would you he iirepared to read 
that — or perhaps both? 

Sir Beginald Bacon: It will not take very 

long. I will run through it. 

With regard to the shortage of ammunition at the 
commencement of the Great War, this was in no way 
due to difficulty of manufacture and supply. When 
quick-firing guns were first introduced into the Army 
and Navy objections were raised, and it was pointed 
out that in the Navy the limited space available 
for stowage would prevent enough ammunition being 
stowed to take advantage of the increased rapidity 
of fire. In the Army the objection raised was that 
the horse transport could never keep the guns sup- 
plied. The same answer was given in each case, 
namely, that occasionally a burst of firing was highly 
desirable, and it was for this reason that quick- 
firing guns were introduced, it being recognised that 
ammnntion supply would limit the time during 
which the quick-firing property of the guns would be 
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available. No attempt was, therefore, made to in- 
crease the manufacturing capacity of quick-firing 
ammunition. It was never anticipated before the 
War that you would ever have to supply quick-firing 
ammunition in quantities that would keep up a con- 
stant fire. In the Army at the outbreak of the War 
there was, I believe, only one single motor transport 
vehicle — that was an ambulance supplied privately 
to Sir John French — but within a couple of months 
motor transport came along and the rate of ammuni- 
tion supply became largely increased, and the 
original anticipated difficulty of supply was entirely 
done away with. Hence a shortage of ammunition. 
After this, trench warfare upset all calculations re- 
garding the amount of ammunition required by an 
army. Lord Kitchener one day told me — that was 
in the latter part of 1914 — that he had just seen the 
■Quarter-Master General of the French Army, who 
informed him that, at the Battle of the Marne — 
which had just been fought — the French had fired 
away one-half of the total outfit and reserve of their 
ammunition — a condition that had never been even 
dimly considered possible. That, I think, has a very 
great bearing on the statement that has been quoted 
so often — that the armament firms at the beginning 
of the War were unable to supply ammunition in 
sufficient quantities. They could have done so had 
the necessity been foreseen ; there was absolutely no 
difficulty in supplying a very considerable amount 
more than had been supplied. Moreover, the re- 
serves that were kept by the Army were limited 
to what they considered would be the necessities 
during the beginning of the War. 

As regards high-explosive shell : In addition to 
ammunition shortage generally a special demand for 
high-explosive shell for field artillery arose early in 
1915. Sir John French showed me, about Christmas, 
1914, when I -(vas visiting him at St. Omer, a photo 
he had just received from the French General Staff 
which showed a barbed-wdre entanglement cut by 
high-explosive shell. The experience of the Boer War 
decided the ratio of high-explosive shell and shrapnel 
supplied to the artillery. High explosive had been 
found to be more or less useless against kopjies, so 
the supply was fixed at 25 per cent, high explosive 
and 75 per cent, shrapnel. But as soon as the 

French brought out their fuse, which burst high 
explosive a few inches above, instead of under, the 
ground, and could therefore cut wire entanglements, 
immediately the cry came for more high ex- 
plosive, and this type rose at once to be greatly 
in value over shrapnels. As all manufacture had 
been based on the 25 per cent, basis there naturally 
was a shortage. The trade could easily have supplied 
100 per cent, high-explosive shell had it been required 
to do so before the War. 
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As regards the general position of pre-war arma- 
ment manufacture, so far as the Navy was concerned, 
we had Vickers, Armstrong and Coventry Ordnance, 
in the trade, and Woolwich manufacturing for the 
government. Theoretically, Woolwich was supposed 
to check trade prices, hut in practice they could do 
nothing of the sort, and this for two reasons (1) 
Woolwich was badly situated for cheap manufacture. 
They were a sheltered concern and the incentives to 
cheapen costs were absent. (2) Their overhead 
expenses — which included depreciation of reserve 
buildings and machines — made all their manu- 
facturing costs far too high. 

As regards those pre-War manufacturing firms, 
Vickers and Armstrong were able to supply a man- 
of-war complete to any country that wanted it. The 
three firms of Cammell Laird, John Brown and 
Fairfield were not in that position. If they tendered 
for a man-of-war they had to obtain their armaments 
from either Vickers or Armstrong, who were their 
rivals. They therefore started the Coventry Ordnance 
Works, so as to be able to supply all the armaments 
required in the Navy for any particular ship and so 
enable the three firms, Cammell Laird, John Brown 
and Fairfield, to tender for a battleship complete. 
That was the sole reason why the Coventry Ordnance 
Works were started. 

While I am on that point I may say that naturally 
we had to rely very largely on Government orders 
to keep the concern going, and during the first four 
years when I was there we incurred a debt of about 
£600.000. Then we went to Mr. Churchill, who was 
the First Lord of the Admiralty, and said, “ Here 
we are. Do you want us or do you not.? We cannot 
go on losing money, and unless you give us a reason- 
able share of the Government orders every year we 
shall have to close down.” The Director^ of Naval 
Ordnance and the Controller .were rather against us, 
they did not want the bother of a third firm, but Mr. 
Churchill — who on all these occasions shows a very 
statesmanlike spirit — said he could not afford to lose 
one of the armament firms in the then condition of 
Europe, and so he gave us sufficient orders to keep 
us going. In 1913, with our foreign orders — we 
happened by that time to have got our nose into 
them — and with the added support we received, we 
were able to keep the Coventry Works going. 

1500. Chairman: Y"ou are speaking of the Coventry 
Ordnance Works? 

Sir Kegbudd Bacon: The Coventry Ordnance 
Works, entirely. Woolwich, speaking as a pre-War 
Director of Naval Ordnance, was a nuisance to the 
Admiralty. We were obliged to order a large per- 
centage of our armaments from Woolwich at prices 
considerably above those at which the trade could 
supply, and this was a very serious matter when 
every penny of the Navy vote .was urgently required. 
Woolwich had no work other than armaments to fall 
back on, and this prevented the establishment being 
properly balanced. 

I may say that the reason why, when I was Director 
of Naval Ordnance, I was so keen — and so was my 
predecessor. Lord Jellicoe — on keeping the Coventry 
Ordnance Works going was that we had an agree- 
ment .with them that they wmuld not enter into any 
combination with either Vickers or Armstrong, and 
therefore we relied on them to check prices. 
Woolwich was absolutely useless to check prices. We 
had the Coventry Ordnance Worlks in this agreement 
to keep away from the other two firms, and so we 
were able to get a check on the prices that the other 
two firms were charging for our ordnance. Vickers 
and 'Armstrong were general manufacturers of steel, 
shipbuilding, etc. I may say that originally all 
the.se firms tooik up armament manufacture to a 
large extent as an outlet for their steel, because the 
armaments themselves took a certain amount of steel 
and the foreign orders for battleships, cruisers, and 
so on, also took a good deal of surplus steel. That 
is why they took up armament manufacture. To 
them government armament orders were of the 
nature of a flywheel, which gave an output absorp- 
tion of a portion of their steel and kept a steady 


flow of one special sort of work. I cannot emphasise 
■too 'much the value to our big firms — Vickers, 
Armstrong, the shipbuilding firms — of having at that 
time a more or less standing order annually from the 
governinent, within limits. That did act as a flywheel 
to their establishment. Trade requirements might 
fluctuate considerably, but they always had a pretty 
nearly certain quantity’ of orders for armaments 
coming in from the government. 

But idle machines usually' employ’ed for armament 
manufacture could also be used for commercial work. 
Coventry was, in fact, rather like Woolwich, except 
that it had no annual assured share of govern- 
ment orders. That was before 1913; after that we 
were given an assurance by the Admiralty. It is 
an axiom of manufacturing finance that, sipeaking 
generally', the more work a firm gets the cheaper it 
should be able to manufacture. The reason is that 
the greater the output the more can the overhead 
expenses be spread and therefore the less each job 
has to carry. The overhead exipenses of a firm may 
he very heavy' — especially' is this the case with an 
armament firm — so that volume of work is required 
in order to turn out the cheapest product. I have 
to say, speaking generally — because of course, as 
every manufacturer knows, you arrive at a certain 
|)eak of manufacture when you have to put up new 
shops and new machines. The cost of these causes 
a check. So for a time this argument does not 
apply — but, speaking generally, an increase in 
orders reduces the costs of production. 

Woolwich or whatever factory the government 
might construct cannot well compete .with foreign 
firms for the supply of armaments to other countries. 

I think tliat is something with -which everybody 
must agree. You cannot have the British Govern- 
ment going round supplying armaments to other 
countries. It 'u'ould cause such a row that, under 
present conditions and with the prevalent ideas about 
peace, it would be too much for any government. 
Hence, if manufacture is confined 'to a government 
arsenal the net outcome will be a loss of trade to 
this country. I would like here to quote figures with 
regard to the annual amount of armaments supplied 
to foreign countries. They averaged between 

£2,000,000 and £3,000,000. These sums would be 
entirely' lost to the country. A rough calculation 
will show that the amount in wages lost out of a 
£3,000.000 order would be £1,200,000. £600,000 

would go to overhead charges. About 50 per cent, 
of the labour cost as a rule went to overhead charges. 
That left £1,200,000 for material. Speaking roughly, 
the material and labour costs were about equal. 
That meant that wages for about 10,000 men would 
be lost annually, and if we take into account that 
nearly all the material cost boils down in the end 
to labour charges, then wages for nearly 20,000 men 
would he lost. That is working it out roughly. As 
everybody who has any knowledge of finance knows, 
that money would probably be spent in this country 
six times over in the course of the year. It would 
circulate to different trades. 

1501. Sir Thomas Allen: I would like to get these 
figures a little clearer. You speak of £3,000,000? 

Sir Reginald Bacon: Yes. £3,000,000, 

1-502. Sir Thomas Allen: The figures that you have 
given us are £600,000 for overhead charges and 
£1,200,000 for .wages and material. 

Sir Reginald Bacon : Yes. 

1503. Sir Thomas Allen: What becomes of the rest 
of the £3,000,000? 

Sir Reginald Bacon : It is £1,200,000 for 
labour and £1,200,000 for material. 

1504. Sir Thomas Allen: Thank you. 

Sir Reginald Bacon : We u.sed that as a rough 
calculation. Thinking over things, that is what you 
generally used to allow. Now, that is a very serious 
item suddenly to give up in peace time. Before the 
War our chief rivals in armament supply were 
Germany first, then France and America, and any- 
thing we did not supply was immediately made by 
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Germany. There was not the slightest question il' 
we did not supply a thing that it would not be 
supplied at all, because if we did not do it, it would 
immediately go into foreign hands. I shall have a 
word to say about that later. Constriction of arma- 
ment supply on our part will merely divert manu- 
facture to other countries, or cause other countries 
to start armament factories. It will not reduce 
the demand for armaments. 

Another great disadvantage of concentrating 
manufacture in a single supply factory is that there 
will be no competition. Absence of competition must 
inevitablj' lead to exce,ssive price of manufactured 
articles, since the incentive to saving cost will be 
absent, and shop processes .will not be submitted 
to the same rigorous examination us now exists in 
order to introduce the most economical methods of 
manufacture. I might say there that when AVool- 
•wich was asked to manufacture they always refused 
to tender. They said, “ It is no good our tender- 
ing because you have got to pay us what it costs 
us to manufacture.” If you pressed them and said, 
“ For Heaven’s sake give us an approximate figure,” 
they would give you an approximate figure, but 
they said it might or might not be adliered to. 
They had the whole of the finance of the government 
behind them. It did not matter twopence to them 
what a thing cost. There was no incentive to 
economy at all, speaking broadly; they made a thing, 
they sent on the bill to the Admiralty and the 
Admiralty had to pay. You will always get that in 
a government concern that has not got to show a 
balance sheet. I was quite convinced — and our prices 
proved it at the time — that it was cheaper for the 
private firms to pay a dividend than it was for 
Woolwich to manufacture, because they had no 
financial responsibility. There is one other thing 
I must say, in defence of Woolwich, that their re- 
serve plant ran up their overhead charges excessively. 

In no way will the disadvantage of a single factory 
be more felt than in design. I view with much 
regret the absorption of the old firm of Armstrong 
by Messrs. Vickers. This, coupled with the 
absence of the Coventry Ordnance, must inevit- 
ably strike a bad blow at competitive design, and 
the efficiency of the armaments in future adopted 
must suffer. If the demise of Vickers is added to 
this state of things, the result will be catastrophic. 

Now, I want particularly to call your attention 
to this, because it is so true and it is a point that 
is so little appreciated by people who talk generally' 
on the whole subject. As Director of Naval 
Ordnance, I always had a haunting dread that when 
war broke out we might find that our enemies had 
something up their sleeves better than w'hat we 
had, and that we should find ourselves at a dis- 
advantage. My only solace was the fact that we 
had as our independent designers three armament 
firms and Woolwich, all anxious to have their par- 
ticular designs adoijted. Destroy this, and then 
if war does occur we may have a very' rude awaken- 
ing. The efficiency of our design of armaments is 
of incalculable importance — I say that advisedly' — 
and overshadows, in ray mind, every other considera- 
tion. Up to the day that war is declared, you never 
know what the other side have up their sleeves and 
your only security is to have strong designing depart- 
ments in competition and — another point I was com- 
ing to — your armament firms having relations with 
other firms, not necessarily armament firms, in 
Europe, from which they can gather information 
regarding other countries. I do not refer to spy'ing 
or anything of that sort, but having relations by 
which they can gather a lot of information. 

You may remember a statement that was made 
a short time ago about Mr. Mulliner. Mr. Mulliner 
was a very' sharp, clever man, who was managing 
director of the Coventry Ordnance "Works. He hap- 
pened to go abroad on a business visit and he came 

back and told me, among other things 

1-505. Chairman: Just one moment. At that time, 
were you at Coventry? 


Sir Iteginald Bacon : No. I was the Director 
of Naval Ordnance. He was at Coventry. It was 
at the beginning of 1909. Fie came back and told 
me that Krupp had got orders for — I think I am 
right in saying — four circular planes, particular 
machines with very big base dimensions. The only 
use of that machine was for turret manufacture for 
men-of-war, for planing up the roller paths. What 
was the inference? That Germany was preparing 
to manufacture armaments on a very large scale. 
The other thing I heard was from the late Sir Trevor 
Dawson — that Krupp was a member of the Nickel 
Syndicate in Europe and all the members of the 
Nickel Syndicate were supposed to place their orders 
for nickel through the Syndicate. Instead of that 
they heard, and found out, that Krupp had iilaced 
a very large order for nickel dutside. The only 
inference to be drawn from that, as nickel was then 
almost entirely used either for gun or armament 
manufacture, was that Krupp was laying up secretly 
a large supply of nickel. 

1506. Sir Philip Gibbs : Do you happen to know 
where the nickel came from? 

Sir Iteginald Bacon : No. I know nothing 
about that, I am sorry to say. 

1507. Sir Philip Gibbs : Do you know what country 
it came from? 

Sir Beginald Bacon : I know nothing about it. 
I am only telling you what Sir Trevor Dawson told 
me. Naturally, 1 passed on the information to the 
First Lord of the Admiralty and the information 
proved correct. Our inference, which was per- 
fectly correct, was this. It took 18 months at 
least to make a complete set of turret mountings 
for a man-of-war. You can build a ship in a year. 
The original Dreadnought was built ready for sea 
in that time, but the only reason why it was ready 
was because we took the turret mountings of two 
other ships that had been laid down the year before 
and put them into the Dreadnought. "W'^hat Germany 
did was to make mountings in advance of laying 
down the ships, so that when the moment came to 
build more ships she had the turret mountings. That 
is why Krupp w'as expanding so much in the direc- 
tion of this special machinery for the manufacture 
of turrets. I may remark that it was on 
that information — and other information, of course, 
that was coming in — that the Government laid down 
the eight ships in 1909. You may remember there 
was a tremendous fight and it was entirely through 
Mr. McKenna and Lord Fisher that the matter was 
carried through the Cabinet. In fact, Mr. McKenna 
was out of the Cabinet for 24 hours because of the 
opposition he met with to this programme. Those 
eight ships probably saved the country because, in 
January, 1915, we had only 18 Dreadnoughts fit to 
fight, compared with the German 16. 

1508. Mr. Spender : In 1914 ? 

Sir Iteginald Bacon : January, 1915. Five months 
after war was declared we only had a .superiority 
of two Dreadnoughts over the Germans and they had 
a superiority of six pre-war Dreadnoughts over us. 
It was running things extremely fine. On paper 
we had more Dreadnoughts but tliej' had had a 
collision which laid up two Dreadnoughts and the 
.Audacious had been sunk, which rid us of another, 
and two had been so short a time in commission 
that they were not in a fit condition to fight. 
If it had not been for Mr. McKenna and Lord 
Fisher insisting on those eight ships at that time, 
in January, 1915, if the Germans had come against 
us we might very likely have lost command of the 
sea and lost the 'V\'^ar. It was to a certain extent — 
I will not say entirely — due to information that we 
were able to obtain about what was happening in 
Europe through members of private armament firms 
that caused us to have the right Dreadnought pro- 
gramme. Another point is that a commercial 
firm has far better opportunity to discover what 
foreign firms and governments are doing in the way 
of design and manufacture than any government 
can have. 
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I have the actual figures here. We had 18 
efficieut Dreadnoughts fit to fight to Germany’s 16. 
We had eight pre-war Dreadnoughts to Germany’s 16, 
we had four battle cruisei-s to Germany’s three, we 
had 12 light cruisers to Germany’s 14, and we had 
42 destroyers to Germany’s 88, so if you take the 
figures right through, from start to finish, you will 
see we were at considerable disadvantage in the 
Grand Fleet as comipared with the High Seas Fleet. 

Another point is that a government cannot pay 
adequate salaries to the best men. To do so would 
create a demand throughout all departments for 
pro rata salaries. Hence the government factory 
will never be able to procure the best brains. That, 
of course, is obvious. The moment you increase 
the salary of the superintendent at Woolwich, all 
the dockyard superintendents want an increijse, and 
the Treasury will not stand that. In a private firm, 
if you find a really good man you can pay him a 
good salary. 

It is, of course, an utter fallacy to say that an 
armament firm wants war. It neither wants war, 
nor does it make any more money during a war than 
a dozen or more general trading concerns. Stability 
of exchanges and regular work are the desiderata 
of any manufacturing firm. 

A small country that obtains its armaments from 
another country is bound to it by very strong ties. 
That is a point that is not often recognised. To 
a certain extent the fact that Krupp had supplied 
the armaments to Turkey made Turkey very anxious 
to enter the War on the side of Germany. When 
the question of rearming the Turkish Army came 
along the German Minister for foreign trade went 
to Constantinople and refused to leave until he 
had obtained the contract for his country. I 
happened to be in Constantinople soon after and 
found that our Embassy took no interest in our 
trade. It was not a thing that concerned the 
Embassy in the slightest. After Commercial 
Attaches were appointed they really began to 
help the country in obtaining orders for foreign 
contracts. Had the Turkish army been armed with 
English pattern rifles, guns and ammunition the 
question of on which side Turkey entered the War 
would probably have received a different solution. 

There is another point that I think I ought to 
mention. I have seen it stated that British 
ammunition was used against our troops at Gallipoli. 
That is very likely. Why should it not be? I think 
at that particular moment the German ammunition 
was probably a little better than ours, but the main 
point is that if they had not used English ammuni- 
tion they would have used German, w’hich would 
have been to the disadvantage of our troops. The 
reason I say that the German ammunition was better 
than ours is that they had better fuses for their 
shells. They were the leading nation in fuse manu- 
facture at that time. When the Seymour Relief 
Column in the Boxer Expedition captured the big 
arsenal outside Tientsin, they had run out of 
ammunition ; and lo and behold, in the arsenal they 
had any amount of -303 ammunition and that saved 
the whole Expedition being cut up. 

Six weeks before the Great War broke out I asked 
the War Office to give to the Coventry Ordnance a 
small order for 2,000 fuses so as to keep my staff 
and foremen in the fuse factory employed. The 
War Office refused. I had to discharge all except 
the manager. Within a day or two of the declara- 
tion of war the War Office asked me to turn out 
20,000 fuses a week. Their previous refusal delayed 
the supply for several months longer than would 
have been the case had I received the order I asked 
for. I put that in because it is interesting. It 
shows an absolute want of any idea that we were 
going to war. You could not have any better 
evidence that we did not engineer the War, than the 
fact that the War Office refused to give an order 
for 2,000 fuses six weeks before the War and yet 
when the War broke out they wished to place an 
order for 20,000 a week with one single firm. 


Perhaps it might interest the Commission to men- 
tion that, when war did break out, I went before 
the Committee of the Cabinet that was sitting on 
the supply of armaments. Lord Kitchener was the 
Chairman. I have never ceased since to marvel at the 
way Lord Kitchener tried to get my firm to supply 
more than we could. He was an extremely clever 
man but he had never been actually engaged with 
manufacture and he did not seem to appreciate that 
forecasting manufacture was a mathematical cal- 
culation. If you want to manufacture a gun which 
is going to be made in say 20 different parts, each 
part requires so many hours’ machining on certain 
machines. If you are going to supply 10 guns, the 
time you require is that number of hours multi- 
plied by ten. Lord Kitchener wanted me to supply 
a certain number of 4-5 howitzer equipment. It 
was a thing we had suxjplied before. Therefore, 
the order was given to us. I forget what the num- 
ber was. It may have been 150. He said “ You 
can do more than that. Surely you can do 200. 
As a matter of fact, we want 300. Can you not do 
more? ” I said “ No. I can only promise to do 
150. I will try to give you more if I can, but I 
cannot promise. I have men in America buying 
machines and I have to ijut up new shoxjs and when 
the machines are installed it will take a little time 
before I can start extra manufacture. If I can 
do it, I will, but I cannot promise to siqiply more.” 
But he still continued to press me. 

A great point has been made by Dr. Addison about 
the failure of firms to fulfil orders about June, 1916. 

I think that was very largely owing to the pressure 
that was put upon them to try and give an 
optimistic estimate. At the same time Lord 
Kitchener said to me “ Vickers have promised so 
and so”. I said “I really do not know what 
Vickers can do. All I know is what I can do.” I 
added that the government would have to take over 
the whole of the manufacture of the country. Mr. 
Lloyd George immediately took up the point, with 
his usual alertness. He asked “ Do you mean that 
the government will have to take over all the 
labour? ” I said “ They will have to do so; they 
cannot do it now because we have not the machines * 
but the time will come when the government will 
have to take over the whole of the labour of the 
country and apportion it among the manufacturing 
firms.” I have never ceased to wonder at the way 
Lord Kitchener tried to increase the number that 
we said we could supply. 

Armaments are a check on war — a much greater 
check than the League of Nations. Of course, as 
you know, we have always been able to stop war at 
any time between the Crimean War and the Great 
War by the strength of the Navy. We did it on 
four or five different occasions and I think public 
opinion seems to be coming round to the same idea 
that it is a strong navy in the hands of a first-class 
power that can preserve peace. Our Navy stopped 
the Ru.sso-Turkish War, that was in 1877. 

1509. Chairman : A first class pacific power with 
pacific ideas, you mean? 

Sir Beginald Bacon : You are quite right. Sir. 
That I claim England to be. At all events, we 
stopped the Russo-Turkish War by sending a fleet up 
the Dardanelles ; that was in ’ 1877. In 1897 there 
was the Fashoda business. We stopped that, and 
for a very peculiar reason. We were very strong then 
in the Mediterranean, but the French had devoted 
all the money that had been voted for their naval 
supplies to rearming their field artillery against 
Germany. The result was that at the moment they 
wanted their navy the Minister of Marine said 
“ We really cannot go to war because we have not 
the naval strength.” Then we had the Penjdeh 
incident. You may remember that. There we had 
every one of the Russian ships dogged by one of our 
ships and if war had broken out they would either 
have had -to have hauled down their colours or be 
sunk. Wlien the Italian-Abysslnian trouble arose 
one word from us to Italy would have shown that 
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country the imijossibility of sending an expeditionary 
force overseas in the face of the orders given to our 
fleet to prevent their transport. We only had to 
say to Italy before the Italian Government committed 
themselves: “if you send out transports we shall 

stop them.” No country would dare to send troops 
overseas unless they had command of the seas. 
iolU. Chairman-. Thank you, Sir Reginald. That is 
the end of the Note as supplied to us. 

Sir Reginald Bacon : Yes, Sir. 

1511. Chairman: You had prepared some further 

Notes. 

Sir Reginald Bacon: 1 have prepared some 
furtlier Notes. 1 had little knowledge when 1 pre- 
pared the original remarks of what your Commission 
was hearing or doing. 1 read Dr. Addison’s evidence 
and 1 should like to put before you. Sir, a pro- 
posal which I think is much simpler and much 
less expensive and far more eflflcient than that 
which Dr. Addison from his great experience 
has advocated. That is this. I am absolutely 
and utterly opposed to a big government manu- 
facturing concern. It is really a practical impos- 
sibility— at least from my knowl^ge of manu- 
facture — for many many reasons which I could give 
you if you want them. What I think we ought to 
do is very simple. That is, to have a shadow 

Ministry of Munitions. When the War ended we 
had the most efficient— not manufacturing— but 
ordering department, in the shape of the Ministry 
of Munitions. Naturally, that was a thing that you 
could not keep going after the War because a good 
deal of the work done there was voluntary and also 
a good deal of the work was done by men taken from 
their ordinary peace-time employment; but I do not 
see why you should not have a shadow Ministry 
somewhat on these lines. The Prime Minister would 
write to certain people who were recommended to 
him asking them if, in the event of war, they were 
willing to serve as members of the Council of the 
Ministry of Munitions. There would be no salaries, 
no pay of any sort at the moment. They would 
probably consent. It would involve very little work 
then, and when war broke out they would be doing 
good' work for the country. Each one of those men 
might have a sum allotted to him for an assistant 
whom he would select himself, who would do all the 
paper organisation of his department. I should 
think something in the nature of £1,000 a year 
would cover his salary and clerical expenses. I 
believe there are sub-committees working under the 
Committee of Imperial Defence who have been and 
are inquiring in detail into the manufacturing 
capacity of the country. Those assistants would get 
all the information that they could collect and with 
their shadow Ministry they would propose who should 
be the heads of the different departments, who would 
also be asked if they would be willing to serve in 
the event of war — of course with salaries in war time ; 
they would have to be paid the same as in the Great 
War. 

In that way, and from the experience of the 
Ministry of Munitions, which experience has all been 
left behind on pa])er, you could build up in shadow 
the whole of the Ministry of Munitions. You could 
go so far as to arrange the buildings. Each manager 
would arrange his clerical staff. The Admiralty 
and the War Office would arrange what portions of 
their contract departments could bo split off and go 
to the Ministry. Of course, the Admiralty and the 
War Office must each keep a part of their own con- 
tract departments, but a portion could be split off. 
The Treasury could arrange for the financial side. 
Nearly all our trouble in finance, as regards manu- 
facture, was owing to the fact that no provision had 
been made by the Treasury for increasing the finan- 
cial staff in war. 1 am only sketching this very 
briefly. I think that a scheme of that sort could 
be very easily worked out and if, unfortunately, we 
did go to war, then within a week the whole of the 
Ministry of Munitions could be in place. Mind you, 
immediately on the outbreak of war, the War Office, 
the Admiralty and the Air Force iwould have to place. 


orders for three months for .what munitions they con- 
sidered necessary. That would be inherited by the 
Ministry of Munitions and they would supplement it 
as they thought necessary. One other point. Prices 
should remain stabilised until the Ministry had 
settled down at what they were one month before 
war was declared. That would prevent any rise of 
price on the outbreak of war and would be a very 
good basis to work upon. 

Sir, if that meets at aU with your approval, I 
would submit that when you examine me and ask 
me questions you should perhaps bear in mind the 
two schemes. First, there is this elaborate manu- 
factui'ing concern which has to carry enormous re- 
serves of machinery, which would be a very great 
expense to the country and for which you would 
•have to put aside a large sum every year for de- 
preciation. There are some special machines that 
might become obsolete, or at all events obsolescent, 
in a very short time. And, mind you, that arsenal 
would have to expand in the same way as the private 
manufactui-ing firms had to extend during the War. 
They would be handicapped by being centralised 
instead of being spread over the country and they 
would have to build additional shops. They would 
have to put in additional machinery. It would be 
exactly the same sort of thing that happened during 
the War if the war was of anything like the same 
magnitude as the Great War, which came as an 
absolute shock to everybody concerned. There was 
not a soul in England— the only man with any vision 
was Lord Kitchener— who had the foggiest idea of 
the quantity of ammunition and guns that would be 
required. I was told at the Admii'alty in 1914 that 
the War would not last six months. Nobody had 
any idea that it would be such a long war. It was 
not until trench warfare came along that the couiitry 
woke up to the fact that we were in for a big thing. 

1512. Chairman : I want to ascertain, if I can, some- 
thing about Mr. Mulliner; because he has been 
represented before us as a very much abused person. 
Mr. Mulliner was then in the employ of the firm of 
which you were then manager? 

Sir Reginald Bacon: No, Sir. 

1513. Chairman : Was he not then with the Coventry 
Ordnance Works? 

Sir Reginald Bacon: No. The sequence of 

events was this. Mr. Mulliner was the head of the 
Coventry Ordnance Works and a very capable man. 
He was managing director. I am talking about the 
early part of 1909. 

1514. Chairman: Was it not for the Coventry 

Ordnance Works that you asked the War Office to 
give an order? 

Sir Reginald Bacon: I did not go there until 
after Mr. Mulliner had left. 

1515. Chairman: I see. 

Sir Bacon: Wliat happened, briefly, 

was this. Mr. Mulliner was the head of the firm 
and he was very anxious to get an order for gun 
mountings. We were very anxious to give him one 
and the Controller and I arranged that he should 
have an order for 13-5 gun mountings. Unfor- 
tunately, the Board decided to build a 9*2 cruiser-— 
which was a lap.se on them part. So we said it 
would be better to give the Coventry Ordnance 
Works the 9*2 mountings instead of the 
13*5 for the first order. Having settled that, and 
having settled the other orders for the year, the 
Board suddenly decided not to go through with the 
9*2 cruiser. That threw over the Coventry Ordnance 
Works and their 9*2 mountings. Mr. Mulliner was 
so angry about that that, unfortunately, he had 
an interview with the Press and gave away certain 
communications he had had with the Cabinet and, 
for that reason, he had to leave the Coventry 
Ordnance Works. 

1516. Mr. Spender : Communications with the 

Cabinet or with the Admiralty? 

Sir Reginald Bacon : The Cabinet, in the end. 

1517. Chairman: I want the sequence of events. 

Did Mr. Mulliner go out to Germany on his own 
account? 
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Sir Reginald Bacon: Yes. 

1518. Chairman : That was before you were con- 
nected with the Coventry Ordnance? 

Sir Reginald Bacon : That is so. 

1519. Chairman: A\hat was your position at that 
time? 

Sir Reginald Bacon : Director of Naval 

Ordnance. 

1520. Chairman : And then Mr. Mulliner came and 
reported to you what he said he had ascertained in 
Germany ? 

Sir Reginald Bacon: That is so. 

1521. Chairman: Are you able to say that his report 
was a report of actual facts, or an invention? 

Sir Reginald Bacon: 1 have every reason to 
believe that it was absolute fact. There is not the 
slightest doiibt. The only part I remember par- 
ticularly was one about larger planing machines. 
That is not the sort of story that anybody would 
invent. It .would never enter their head to invent 
it, but the fact that they were ordered then, and 
that armament work was the only work on which 
ttey could be employed, pointed directly to 
Krupps expanding in their armament factories.. 
Ordinarily speaking, any firm would want only one 
of those to turn out a set of 13 "5 mountings because 
you would taka your different roUer paths in succes- 
sion, but if they ordered anything like four, it showed 
they were going to have a big push suddenly. That 
was the point that was in mj^ mind. 

1522. Chairman : I understand the suggestion ia 

that Mr. Mulliner invented something for which 
there was no foundation at all in fact, in order to 
try and get an order. It is your view that he was 
reporting what he had actually ascertained ? 

Sh Reginald Bacon : Absolutely. I do not 
think the idea entered anybody’s head at the 
Admiralty before or after that he had invented any- 
thing. 

1523. Chairman: He came to you for the purpose 
of getting an order if he could? 

sir Reginald Bacon : No. He came to me in 
the ordinary course, like the heads of other firms 
did, about the different orders they had got or 
prospective orders they were going to get. It was 
absolutely nothing to do with the information ho 
gave me. It was the same thing when Sir Trevor 
Dawson gave me the information about the nickel; 
it was only in the course of an interview about some 
other manufacture. It w'as nothing to do w'ith him 
getting orders. The matter was so important that 
1 passed it on to Mr. McKenna. 

1-524. Chairman : But I suppose w'hen he conveyed 
the information to you he thought it might possibly 
influence the order. 

Sir Reginald Bacon : Not in the slightest. The 
orders you give to firms are so stereotyped. You 
have only a certain number. As Director of Naval 
Ordnance at the Admiralty, I only had a certain 
amount of armament orders to give for the ships 
ordered. A certain portion had to go to Woolwich, 
by government decision. Then Vickers and Arm- 
strongs had to have a share, and the Coventry 
Ordnance Works, which had then poked their nose 
in, also had to have a share. There was no necessity 
for my having to go outside the ordinary sequence. 
The thing was so stereotyped. 

1525. Mr. Spender: Would not the fact that the 
orders for the gun mountings had been varied and 
altered enter into it? 

Sir Reginald Bacon: No, Sir. We wanted to 
give one set of gun mountings to Coventry, to cut 
their teeth. The Controller and myself decided to 
give them one set of 13 '5. The remainder of the 
orders were to be apportioned between Vickers and 
Armstrong, Then when the 9*2 cruisers were 
started subsequently, as an addition to the pro- 
gramme, we thought it was better to give Coventry 
the smaller guns first and to let the other firms 
take the bigger mountings, which we did. 


1526. Mr. Spender: What I am suggesting is: 
Might not that have justifiably annoyed Mr. 
Mulliner ? 

Sir Reginald Bacon : It did. 

1527. Mr. Spender: And might he not then have 

come to you and said he had information of these 
large gun mountings in Germany, as an inducement 
to you 

1-528. Chairman: That was not the order of events? 

Sir Reginald Bacon : That was not the order 
of events; and if he had I should have paid no 
attention. Information like that is of negligible 
account. 

1529. Chairman: That was in 1909, was it not? 

Sir Reginald Bacon : Yes. 

1530. Chairman: Shortly after that you retired, did 
you, in order to take up this position with the 
Coventry O'rdnance Works? 

Sir Reginald Bacon: Yes, that is so. 

1531. Chairman : It is suggested that people who 
occupy that sort of position and take that course 
get special consideration from the Government. You 
do not seem to have got it when you went and 
asked for your fuses. That is the only instance we 
have got. 

Sir Reginald Bacon: I can assure you. Sir, 
that so far from getting 0115 ^ special consideration 
it was rather the reverse; because naval officers are 
apt to be rather annoyed if one of them does leave 
and go to a private firm. And, as I pointed out, 
in mentioning my interview with Mr. Churchill, both 
the Controller and Director of Naval Ordnance, who 
were really personal friends of mine, wanted to 
abolish the Coventry Ordnance Works— or rather, cut 
them off from manufacture, in peace time. Mr. 
Churchill, who, as I say, has always been very states- 
manlike, said “ No.” 

1532. Chairman : One more question about Mr. 

Mulliner: Did you or the Government have informa- 
tion, apart from Mr. Mulliner, which conveyed the 
same sort of impression? 

Sir Reginald Bacon: Yes. The information 
came fi’om our Attache. After all, attaches only get 
more or less what the Government want to give them. 
Still, you can read a good deal between the linos. 
He was very much impressed with the fact that the 
Germans were tending towards increasing their pro- 
gramme. Again, there was a good deal of doubt 
about one particular ship that was being built by 
Blum und Voss; they had sentries all round the 
factory and it was very, very secret. Wo had in- 
formation that there was very little doubt that they 
were building a battleship, although they put it 
down as an ocean liner. 

1-533. Chairman: Now I .want to ask a question about 
competition. You lay stress upon the value of com- 
petition, and I see you say in your Note: “My 
only solace was the fact that we had as our inde- 
pendent designers three armament firms and 
Woolwich.” 

. Sir Reginald Bacon : That is so. 

1534. Chairman : Which are the three you are re- 
ferring to? 

Sir Reginald Bacon: Coventry, Vickers and 
Armstrongs. 

1535. Chairman : Vickers and Armstrongs have since 
been amalgamated, have they not? 

Sir Reginald Bacon : I believe so. I do not 
know the details. 

1536. Chairman : From the point of view of com- 
petition, the more armament firms there are the 
better ? 

Sir Reginald Bacon: Oh, much! 

1537. Chairman : With regard to Woolwich and the 
private firms, you were telling us that the govern- 
ment issued applications for tenders, and the private 
firms tendered, but Woolwich never did tender. 

Sir Reginald Bacon : No. 
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1538. Chairm-an : We are told that Woolwich is in 
a special position, because there is no appropriation 
in the annual estimates for Woolwich. It is nominal. 

Sir Iteginald Bacon-. Quite! 

1539. Ghairman : And they are supposed to make 
botli ends meet — I mean that the expenses and 
receipts are supposed to be exactly equal. 

Sir Beginald Bacon : Quite ; on paper I 

1540. Ghairman: Yes. Of course, it is all on paper. 

Sir Beginald Bacon: All on paper! 

1541. Ghairman: Therefore if they find that their 
expenditure is above what they proposed to charge 
for something do they increase the charge in order 
to make ends meet? How is that worked? 

Sir Beginald Bacon : It works like this : Sup- 
pose they get an order for a 12-inch gun. When they 
have finished the 12-inch gun they send in the bill 
for what it has cost them to make it. That is all. 
Whatever it has cost them to make it we have to pay. 
They do not have a body of shareholders waiting for 
the annual meeting wanting to know why they have 
not an annual dividend. 

1542. Ghairman: It is not the mere cost to make; 
because, as you point out, they charge a very sub- 
stantial sum for depreciation. 

Sir Beginald Bacon : Quite ! But that was 
all added to tbe cost of the article. That .wm one 
thing of which we complained. When I was Director 
of Naval Ordnance we had a Committee that sat on 
Woolwich, to try and get their prices down, and we 
were always up against the brick wall of the reserve 
machinery and the big overhead charges. That was 
all lumped into the cost. And, of course, the annual 
output w'as extraordinarily small for a big concern 
like that. The overhead charges undoubtedly 
swamped it. Also there was no incentive— there 
never can be — to cheap manufacture by the govern- 
ment. 

1543. Sir Thoina.i .lllen: Have you any idea what 
their overhead charges ivere? 

Sir Beginald Bacon : No. 

1544. Sir fhomas .A.llen: You have told us in the case 
of private trade they were £600,000. How can you 
draw any comparison, if you do not know what the 
other overhead charges were? 

Sir Beginald Bacon : I am only speaking from 
memoi’y as to what happened when I was Director 
of Naval Ordnance. 

1545. Sir Thomas Allen: You simply said in your 
evidence that they could not compete because of 
overhead charges. 

Sir Beginald Bacon : Quite ! 

1.546. Sir Thomas Allen : You have told us what the 
overhead charges were in private enterprise and 
what we would like to know is how they compare. 

Professor G-utteridge : I understood the witness 
to speak of wages, not overhead charges. 

Sir Thomas Allen: No. £600,000 for overhead 
charges, £1,200,000 for production of materials, and 
£1,200,000 for wages. 

Sir Beginald Bacon: Quite so. Sir ! I gave you 
those figures. They are roughly the figures which 
we used to work on, which remain in my memory. 
I also have in my memory that the costs of Woolwich 
were duo to the high overhead charges. But, mind 
you, I am talking about a matter of 26 years ago. 

1547. Sir Thomas Allen : But you do see that it would 
help us very considerably if we had comparative 
figures of the overhead charges? 

Sir B.eginald- Bacon : Yes. They could be 

turned up in the reports of the committees; but I 
have not the foggiest remembrance of the actual 
figures. 

1548. Sir Thomas Allen : It is rather unfortunate 
that you should quote the overhead charges in respect 
of private trade, and that we should be in the dark 
as to what are the overhead charges at Woolwich. 

Sir Beginald Bacon : I had it brought homo 
to me very closely when I was managing director 
of a firm that my overhead charges were nearly 120 
per cent., instead of 60, on account of the small 
manufacture we had. So those figures naturally 


remain in my mind. I knew that my rivals could 
manufacture sometimes at 50 per cent, while I was 
manufacturing at 120. . A figure on paper about 
Woolwich does not remain in my mind after 25 years. 

1549. Sir Thomas Allen : It did strike me, as a 
business man, that £600,000 overhead charges on 
ail out-put of £3,000,000 was excessive for private 
trade. 

Sir Beginald Bacon : If you take armament 
manufacture you will find, if anything, that estimate 
is below' the actual cost. You have no idea. I 
will take one small item that perhaps you have 
never thought of. That is, the failures of tubes 
for making guns. You may have a tube coming 
in for a gun, you have got to rough machine it 
before you can take a test piece. You do a certain 
amount of w'ork on it, you test it, and it fails 
under test. 

1550. Sir Thomas Allen: With regard to Woolw'ich, 
we understand that repair work is the greater body 
of output and that therefore the overhead charges 
would be relatively higher on repair work as against 
construction. 

Sir Beginald Bacon: We had no repair work 
at Coventry. 

1551. Sir Thomas Allen : I am speaking of Woolwich. 

Sir Beginald Bacon: I do not know how they 

cost their repair work. I take it they charge, like 
you always do, so much a shop. I dare say you know 
that some manufacturers cost by machine; every 
machine has its ow'ii cost and if that machine is 
used for an hour the cost of that machine is added 
on to the w'ork. Other firms lump them together 
and take the cost of a shop. That is to say, if they 
are divided up, so that they have light machines 
in one shop and heavy machines in another, the cost 
of one shop per hour is so much and the cost of 
another shop is so much. Then you have to put on 
top of that your rates, your taxes, your w'ater 
supply, your electricity supply, your heating, light- 
ing — all those permanent charges — and then j'ou get 
the sub-permanent charges like oil, w'aste and con- 
sumable stores, which are very difficult to charge to 
each individual job^ and which have to be lumped 
together. 

1552. Sir Thomas Allen : The private armament firm 
contracts for a completed article. It seldom gets 
any repair w'ork to do. Repair work is sent to 
Woolw'ich Arsenal. Am I correct? 

Sir Beginald Bacon : I should think you were 
probably correct from the Army point of view, and 
that the naval repair work would go to the dock- 
yards. The reason for that is that we tried about 
1896 or 1897 putting ship repair w'ork out to private 
firms, and the cost was prohibitive, because there 
was no means of checking the overhead charges. But 
there were several cases — I do not know' whether 
you remember — w’here we had repair work out to 
contract, and that cured the Admiralty I can only 
spe;tk for the Admiralty— of ever putting repair work 
out to private enterprise. 

1553. Sir Thomas Allen: Then it must necessarily 
be the case that overhead charges w'here repair work 
is undertaken in detail, and more particularly, must 
be greater than in a firm where they deal with the 
completed article only. 

Sir Beginald Bacon: I had never thought of 
the point before but offhand I should say it made 
no difference if you cost per shop. Your job works 
out at the number of hours the work is in the shop, 
whether it is repair or whether it is new. 

1554. Sir Thomas Allen: I am speaking now with 
regard to having a contract for a finished product, 
as against sending the machine in to be repaired. 

Sir Beginald Bacon: But then you estimate 
for the cost of the repair — you are talking about a 
irrivate firm ? 

1555. Sir Thomas Allen: Yes. 

Sir Beginald Bacon: before you get the 

order as a rule ; but in the days of w'hich I spoke we 
did not, qnd that is where the trouble came in. 
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1556. Chairman : There is only one further matter 
that I wish to ask you about— that is, the McKinnon 
Wood Report. Would you mind taking a copy of 
the evidence* we had yesterday — Mr. Noel Baker’s 
evidence F It is in paragraph 146 and onwards. The 
question is : AVhat is the proper inference to be 
drawn from the terms of that Report? There is 
no detailed statement of the evidence that was 
given; there are only, apparently, the shorthand 
notes of the secretary, who took minutes, as it were, 
of the evidence of each of the witnesses and the 
details of each day’s work of the Committee. That 
is all the material there is with regard to the 
evidence and so forth — except the Report. 

Sir Reginald Bacon : Yes. 

1557. Chairman : Two different views, apparently, 
have been taken with regard to the Report — one 
view has certainly. At present I rather hold 
another. The view of Mr. Noel Baker is expressed 
in paragraph 149. May I just read it, and then you 
will follow it? He says: 

“ It is true that their Terms of Reference 
restricted them to the future of the Government 
factories at Woolwich. But at that time Wooliuich 
was employing 74,000 workers — far more than 
would be required for the peace-time needs of the 
nation. Thus the C^ommittee were in effect report- 
ing on hoic the nation should in future procure its 
arms. For a limited number of orders they had 
to choose among many potential sources of produc- 
tion — the pre-War ordnance factories, including 
Woolwich, the old established private armament 
firms, the new national factories, the other en- 
gineering firms which during the TFor had entered 
into armament production. If they chose to recom- 
mend that Woolwich should continue, and be given 
work, they were in reality proposing that the other 
sources of production should be closed down, unless 
by express reservation they made it plain that 
means should be found to keep these other sources 
in existence.” 

You were a member of that Committee, and I believe 
that you drafted the Report, or assisted to draft it. 

Sir Reginald Bacon : I helped to draft it. 

1558. Chairman: Is this the true" inference from the 
Report of the Committee ; That you proposed that 
the other sources of production should he closed down 
and that Woolwich alone should remain as the one 
source of production ? 

Sir Reginald Bacon : No. It most certainly 
was not the case; because so far as my memory 
serves me the question was never raised about not 
giving work to the other armament firms. I think 
that paragraph might have been somewhat loosely 
worded. I do not know, but it seems to refer to 
the extra works that were introduced. I can assure 
you I do not remember the question ever being 
raised on that Committee about the other armament 
firms being closed down. I would like to say that 
our great difficulty on that Committee was the fact 
that we could not find any commercial work which 
we could turn Woolwich on to. It seemed to be so 
foreign to the ideas of Englishmen for a government 
factory to start a selling department and have com- 
mercial travellers going about the country trying to 
sell, as it were, pots and pans, and things of that 
description. Several suggestions were made by the 
people at Woolwich as regards such manufacture but 
we could not recommend that they should do it. 
That was our great diffioulty. 

1659. Dame Rachel Growdy. You say that Woolwich 
was badly situated for cheap manufacture; that they 
were a sheltered concern and the incentives to 
cheapen costs were absent. You would agree, would 
you not, that after the War broke out, at the end 
of 1914 and the beginning of 1915, the private manu- 
facturers demanded higher prices than those at which 
Woolwich could produce war material? 

Sir Reginald Bacon: Do you mean during the 

War? 

* See Minutes of Evidence, 10th Day, Appendix. 


1560. Dame Rachel Growdy: Yes. I said “at the 
end of 1914 and the beginning of 1915 ’’. The 
private manufacturers in fact were asking higher 
prices than the price at which Woolwich could pro- 
duce, were they not? 

Sir Reginald Bacon: I do not know at all. 

1561. Dame Rachel Growdy: That is the conclusion 
I draw from Dr. Addison’s evidence. 

Sir Reginald Bacon : I cannot say. May I say 
one thing about those prices? They depended largely 
— of course, all price does — upon the number of 
orders they were given. There was a good deal of 
mixture. The private firms had probably had a 
good many different sorts of armaments to manufac- 
ture — possibly more than Woolwich. It is very 
difficult. I remember so well Lord Fisher once say- 
ing to his secretary “ I want you to get me out 
figures about a certain deal ”. The secretary said 
“ What do you want to prove. Sir? ’’ Lord Fisher 
replied “What has that to do with jmu? ’’ 
“ Because ’’, he said, “ I can get you out figures 
to prove anything ’’. The factors in manufacture 
are so many that you could produce absolutely true 
returns which would give you absolutely different 
ideas. 

1562. Dame Rachel Growdy: I am not thinking of 
returns. I am thinking of the correspondence sub- 
mitted by Dr. Addison in his evidence. He says 
that private manufacturers had actually asked such 
high prices finally that the government had refused 
payment and fixed prices. Then, says Dr. Addison, 
the prices came down, and the private manufacturers 
were able to manufacture at the price fixed by the 
government and — to use your own words — to pay 
“ dividends to the eagerly waiting shareholders.’’ 
I think you used those woids. I wondered whether, 
in your mind, the fact that the private manu- 
facturers .were asking higher prices than the cost of 
production at Woolwich, had anything to do with the 
shareholders eagerly waiting for dividends. 

Sir Reginald Bacosc: No. I think the work 
Dr. Addison did was magnificent, and I think the 
work that was done by the Ministry of Munitions in 
keeping prices down was magnificent; but it rather 
upholds my contention when you say that with the 
prices finally fixed, which were equal to or less than 
those of Woolwich, they were able to pay a dividend 
to their shareholders. 

1563. Dame Rachel Growdy : I was, in relation to my 
last question, not saying that they were equal to or 
less than those of Woolwich. I did not bring that 
into account at all. 

Sir Reginald Bacon : My own experience is 
that the Ministry of Munitions did excellent work in 
keeping down prices. There is always a tendency, 
naturally, for prices to rise unless they get some 
check. 

1564. Dame Rachel Growdy : Then you said “ I 

cannot imagine the British Government selling arma- 
ments abroad’’. Do you remember that? 

Sir Reginald Bacon: Yes. 

1565. Dame Rachel Growdy : Many of our witnes.sc“ 
have envisaged that possibility, that the government 
might sell abroad. But in any case, do you feel that 
the export is frightfully important? 

Sir Reginald Bacon : I do. 

1566. Dame Rachel Growdy. From the point of view 
of finance, or from what point of view? 

Sir Reginald Bacon : From the point of view 
of wages. 

1567. Dame Rachel Growdy : There again you differ 
very much from many witnesses we have had, who 
declare the export to be almost negligible — £3,000,000 
or £4,000,000 worth. 

Sir Reginald Bacon: If you are prepared 
to discount £3,000,000 or £4,000,000 worth of’ orders, 
which, as I say, probably means employment for 
10,000 or 12,000 people a year, well and good. 

1568. Dame Rachel Growdy : I am asking you for 
your opinion. 

Sir Reginald Bacon : Why should we turn that 
over to a foreign country? 
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1569. Dame Itachel Crowdy- I was very interested 
in your saying in your Notes that “ a small country 
that obtains it armaments from another country is 
bound to it by very strong ties.” I see your point 
of view. Anyone who has worked with the League 
of Nations for as long as I did knows that benefits 
by great countries are very clearly recognised by 
small countries when votes are taken and sometimes 
when moral support is required for leadershiii. But 
that may act in two ways, may’ it not? You state 
in your Notes that “ when the question of re- 
arming the Turkish army came along the German 
Minister for foreign trade went to Constantinople 
and refused to leave until he had obtained the con- 
tract for his country. Had the Turkish army been 
armed with English pattern rifles, guns and ammuni- 
tion the question of on which side Turkey entered 
the War would probably have received a different 
solution.” I have been to Turkey and I have a 
good many Turkish friends. I have always under- 
stood from them that one factor in the case ivas 
the fact that the British had completed two cruisers 
for Turkey, and the moment war broke out, althougli 
Turkey had not then declared her future line of 
policy at all, those cruisers, which had been paid 
for and ivere finished, were not delivered. This 
created a strong feeling against the British. So 
occasionally it may act rather the other way. 

Sir Beginald Bacon : May 1 explain that, 
because it is an interesting point? 

1570. Dame Itachel Crowdy: It has often been made. 

Sir Beginald Bacon : The ships we were build- 
ing were two battleships. One was subsequently 
called the Erin-, the name of the other I forget. 
We seized them on the declaration of war. The 
result was that Turkey was at the mercy of the 
Black Sea Fleet and it was not until after the 
escape of the Breslau and the Goeben up the 
Dardanelles to Constantinople that Turkey felt her- 
self strong enough to go into the War against 
us. If the Goeben and the Breslau had been stopped 
in the Mediterranean it was an even chance that 
Turkey would have come in on our side, because of 
the Black Sea Fleet, and it was the presence of the 
fleet of our allies in the Black Sea that made Turkey 
so sore about these tivo battleships being taken. I 
think that is the exiilanation. 

1571. Dame Bachel Crowdy: You would admit that 
the supply of armaments by a great ijower to a small 
country may act either way — for or against the 
supplying country — if orders given in iieace time are 
not delivered in war time to governments which are 
neutral ? 

Sir Beginald Bacon: I really do not see why, 
unless you supply bad articles. If your munitions 
are supplied by a country, you have got to keep 
reserves, and you are bound to that country. It is 
a very, very great practical tie in my opinion. 

1572. Dame Bachel Crowdy: You are not bound to 
a country if it undertakes a contract and does not 
deliver it in the event of war breaking out? 

Sir Beginald Bacon : You must draw a dis- 
tinction between an order that is given in iieace- 
time and what hajipens on the outbreak of war. 

1573. Dame Bachel Crowdy: I thought the order 
was given to Germany by the Turkish Army in 
peace-time ? 

Sir Beginald Bacon : Yes, but our battleships 
were a peace-time order. The order ivas given tw'o 
years before. 

1574. Dame Bachel Crowdy: So was the Turkish 
Army’s? 

Sir Beginald Bacon : Yes. 

1575. Dame Bachel Crowdy : I have another question 
to ask. You said you thought that under the scheme 
you proposed prices could be fixed at the prices 
ruling one month before the outbreak of wmr, did 
you not? 

Sir Beginald Bacon: Yes. 

1576. Dame Bachel Crowdy: What about the prices 
of raw material : Could private firms carry on on 
your basis, if raw material prices rose? 

Sir Beginald Bacon : Yes, I certainly think 
you could fix all prices on the outbreak of war at 
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the iirices which prevailed one month before the 
war broke out. That would be subject to modification 
afterwards, but it would be a standard to go upon 
until the Ministry got into its stride. That should 
be done. 

1577. Dame Bachel Crowdy : To prevent excessive 
prices ? 

Sir Beginald Bacon : To prevent excessive 
prices on the outbreak of war. 

1578. Dame Bachel Crowdy : The only other matter 
of which I have a note is a very unimportant one. 
You said, apropos Mr Mulliner, you thought it 
would never “ enter their heads ” — I put quotation 
marks there — ^to invent information. But in fact 
might it not enter their heads — I think it might 
quite w'ell enter my head — to invent a story of that 
kind if I were not a particularly scrupulous person 
and if I wanted these possible orders. I am think- 
ing of it rather in terms of the drug traffic, the 
fight against which I have been connected with. 

Sir Beginald Bacon: Come, come! There is a 
little difference between the drug traffic and arma- 
ment firms. 

1579. Dame Bachel CroxMy : But we know, do we 
not, that certain firms — we wdll not say in this 
country — have encouraged wmr scares, and certain 
newspapers owned by armaments interests have 
encouraged war scares, in order to get themselves 
orders. At least so I am told by members of the Nye 
Committee, with whom I talked a good deal in the 
States. Perhaps that has not happened in our 
country. 

Sir Beginald Bacon : I cannot imagine it. I 
would like to make this point : YMu have not quoted 
me quite correctly. I did not say that no armament 
manufacturer would invent any story. I said that 
Mr. Mulliner could not have invented the story 
about the machines, because it was a point that 
would never have entered anybody’s head. If I 
were to invent a story about armaments I should 
never mention the fact that a firm was putting in 
a particular class of machine. 

1580. Dame Bachel Crowdy: It would be rather a 
good story? 

Sir Beginald Bacon : It would, if you thought 
of it. I should not trouble about such an abstruse 
lioiut. 

1581. Dame Bachel Crowdy: Perhaps Mr. Mulliner, 
or Mr. X, Y or Z might. 

Sir Beginald Bacon: No, no I 

1582. Sir Kenneth Lee : YMu say in your Notes : 
“ Another great disadvantage of concentrating 
manufacture in a single supply factory is that there 
will be no competition.” Do you contemplate, if 
the State undertook all manufacture of arms, that 
there would be only one single factory? 

Sir Beginald Bacon : I must honestly confess 
it is a contingency I never thought of before I 
read Dr. Addison’s evidence, but he seemed to 
imply it, that the great economy was that you would 
have the whole of the manufacture under one head. 

1683. Sir Kenneth Lee : You would not suggest that 
anything like that was likely to happen? 

Sir Beginald Bacon : My goodness, no ! I 
think it would be fatal. 

1684. Sir Kenneth Lee : Supposing the government 
undertook to manufacture, it would undoubtedly 
have a number of factories? 

Sir Beginald Bacon : Look at the Gilbertian 
situation that would arise. When you have one 
factory manufacturing cheaper than another, ivhat 
happens ? 

1585. Sir Kenneth Lee : I am only asking you. 
Woidd not the government be likely to have a 
number of factories? 

Sir Bcghudd Bacon: I do not think so. 
They must have a factory for each different sort of 
manufacture — guns and mountings would probably 
go to one factory, machines guns and shells would 
probably go to another. They would separate the 
factories from that point of view; but it would bo 
highly uneconomical to have more than one factory 
manufacturing the same article, 
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1586. Sir Kenneth Lee : Do you think they would 
be willing to take the risk of having all the manu- 
facture of one article in one place? 

Sir Beginald Bacon: I think it would be 

taking a risk to have a single government factory. 

1587. Sir Kenneth Lee : I am suggesting that the 
government could have factories in different parts 
of the country, up-to-date factories, and then there 
would be competition between the different factories. 

Sir Beginald Bacon : Yes. But just consider 
for one moment. If you have six factories in 
different parts of the country, with the limited 
amount of manufacture that you have in peace- 
time, how uneconomical it would be ! There would 
be an excuse, perhaps, for having a single factory 
for manufacturing one type of article in peace, 
because the peace orders might keep you running 
fairly economically, hut if you were to split up your 
manufacture you would not have any economy, you 
would have all the overhead charges of the estab- 
lishment, all the salaries of managers and all the 
rest of it. It would be a terrible expense. I think 
perhaps it would be well carefully to survey the 
amount of peace orders that come in and the extra- 
ordinary smallness of the quantity compared with 
the establishment that was forecasted by Dr. 
Addison to supply them. I am perfectly certain 
the cost would he so extreme that you would have 
an outcry at once. 

1588. Sir Kenneth Lee : Could you tell us the 
amount that was spent by the Coventry Ordnance 
Works on research when you were managing 
director ? 

Sir Beginald Bacon : No, I could not. All I 
can tell you is that we had a drawing office with 
from 36 to 40 draughtsmen, which was a very heavy 
expense; but it was amply repaid. 

1589. Sir Kenneth Lee : What sort of peoijle did 
you have to do the research work? 

Sir Beginalfi Bacon : We had no research 
work, speaking generally, apart from design. The 
pure research work was always done by the Sheffield 
firms, of which, I think, Thomas Firth and Son were 
the biggest as regards research. We did not have 
any research of our own at all. 

1590. Mr. Spender : The question of the two Turkish 
battleships raises a rather interesting point. By 
what firm were they being built? 

Sir Beginald Bacon : I could not say. 

1591. Mr. Spender: But it is part of the contract, 
is it not, that in case of war a government may com- 
mandeer, for its own service, ships that are in course 
of building? Was not that part of the contract? 

Sir Beginald Bacon : I could not say. 

1592. Mr. Spender : Do you say it is not part of the 
contract, if a private firm undertakes construction 
of a battleship for a foreign country, that in the 
event of war the government should be able to com- 
mandeer it? 

Sir Beginald Bacon ; I could not say. 

1593. Mr. Spender : It is commonly affirmed. 

Sir Beginald Bacon : I have never had any- 
thing to do with contracts for battleships, but arma- 
ments must bo subject to being commandeered. 

1594. Mr. Spender: I .am only speaking of ships 
built for neutrals — as Turkey was then. Did the 
figures that you gave us include the two Turkish 
battleships ? 

Sir Beginald Bacon : They had not come ; they 
were not finished then. 

1595. Mr. Spender: Your figures — I am not 

criticising them — differ a good deal from the ordinary 
official figures that have been given to us. I do not 
know whether you have read Mr. Woodhouse’s His- 
tory of Naval Competition. 

Sir Beginald Bacon : Do you mean the figures 
as regards the Grand Fleet and the High Seas Fleet? 

1596. Mr. Spender: Yes. 

Sir Beginald Bacon: On the 1st January, 1915, 
the Turkish ships had not been delivered. 

1597. Mr. Spender: They came in afterwards? 


Sir Beginald Bacon : Yes. 

1598. Mr. Spender: And was there not a Brazilian? 
Sir Beginald Bacon : I cannot say. You get 

an accident in the Fleet and your numbers are 
reduced. 

1599. Mr. Spender: Mr. Mulliner did not tell you 
about what really comes out in the German docu- 
ments — that the Germans themselves, in spite of 
their denials, were preparing their 1911-12 pro- 
gramme in 1909? 

Sir Beginald Bacon : Of course he did not 
know that, but we suspected it. Mr. McKenna was 
extraordinarily clever in deducing from the small 
amount of information we had, and his deductions 
were very close to what happened in the end. 

1600. Sir Philip Gtibbs : May I ask you what estab- 
lishments were under your control when you were 
Director of Naval Ordnance? 

Sir Beginald Bacon : None. I do not think I 
had any establishments. 

1601. Sir Philip Gibbs : But you were in control of 
the naval arsenals? 

Sir Beginald Bacon : No, nothing at all. 

1602. Sir Philip Gibbs : What was your position, 
then, as Director of Naval Ordnance? 

Sir Beginald Bacon: My position was this: I 
had to do with the design requirements of the new 
ships that were being built, all the ammunition, 
and guns, and gun mountings, and putting forward 
proposals as regards improvements in armaments — 
in fact everything that dealt with the armaments 
in the Navy. Nothing to do with the actual manu- 
facture. 

1603. Sir Philip Gibbs : I suppose you were brought 
in very close touch with the experts in each depart- 
ment? 

Sir Beginald Bacon: Which department? 

1604. Sir Philip Gibbs : The experts in the various 
departments supplying naval ammunition. 

Sir Beginald Bacon : You mean the private 

firms? 

1605. Sir Philip Gibbs : No, I mean the government 
experts. 

Sir Beginald Bacon: The only experts we had 
as regards ammunition were the Ordnance Com- 
mittee. 

1606. Sir Philip Gibbs : Were you not in touch, for 
instance, with Colonel Dennis, who was directing the 
gun mountings and so forth at Woolwich? 

Sir Beginald Bacon : Speaking generally, no. 
We used to work through the Ordnance Committee. 
I will not say that we did not occasionally, but it 
was not at all recognised. 

1607. Sir Philip Gibbs : Were yoii able to form any 
judgment at all about the efficiency of the Royal 
Arsenal ? 

Sir Beginald Bacon : I should think the Royal 
Arsenal was extraordinarily efficient in the work it 
turned out. The only thing we had to judge on was 
the price. I think Woolwich turned out most excel- 
lent work always. 

1608. Sir Philip Gibbs : But surely you were able to 
judge the quality? 

Sir Beginald Bacon : Excellent ! 

1609. Sir Philip Gibbs : And also to judge the 

design ? 

Sir Beginald Bacon : Design is a very mixed 
factor. Woolwich had nothing to do with hydraulic 
gun mountings. They never made one. That was 
entirely private manufacture and the designs were 
entirely owing to Vickers and Armstrongs to begin 
with, with later modifications by the Coventry 
Ordnance. Guns were designed by Woolwich and by 
Vickers and by Armstrongs and the designs were 
submitted to the Ordnance Committee, w*ho gave 
their opinion. 

1610. Sir Philip Gibbs : What I am really trying to 
find out is whether you feel that in the Royal 
Arsenal and the Royal Ordnance establishments there 
were a number of very highly trained expert brains. 
Would you agree to that? 

Sir Beginald Bacon : Yes, of course. 
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1611. Sir Philip Gibbs : Is it not a fact that the 
private manufacturers draw many of their best 
brains from the naval establishments? 

Sir Reginald Bacon: I should say no. I would 
put it a little differently. The private firms draw 
people with practical experience from the Arsenal 
and from the private establishments. When I went 
to Coventry I drew one man from Portsmouth who 
was worth his weight in gold to me, because of his 
practical experience in erecting mountings. While I 
was at Coventry I drew one man from the fuse 
factory who was almost invaluable to me from the 
point of view of practical experience, but I never 
drew any man for his theoretical exiiierienoe. 

1612. Sir Philip Gibbs : It is on record — I think it 
is really beyond dispute — that a great number of 
employees of private manufacturers are actually 
drawn from the Admiralty and from the Ordnance 
Works as directors and controllers. 

Sir Reginald Bacon: Again, I think, it is 
nearly all practical work. When you come to con- 
sider the Navy, you had Lloyd and you had Honour, 
both gunnery officers, going to Armstrongs because 
of their practical knowledge. Trevor Dawson went 
to Vickers because of his practical knowledge. It is 
nearly all practical knowledge. 

1613. Sir Philip Gibbs : You draw a distinction 

between practical knowledge and designing, in 
expert work? 

Sir Reginald Bacon : Oh I greatly I You must 
remember this : The government are the only people 
who can carry on a full-scale trial, 12 inches to the 
foot, as regards armaments. Ships and everything 
else are built according to the government experience. 
The government have all the experience with regard 
to guns and gun mountings, and it is only by work 
between the government and private firms that 
you get the best article. The private firms supply 
a good deal of the brains and the government supply 
nearly all the practical experience. I started sub- 
marine boats in November, 1900, and I worked with 
Vickers. The Admiralty washed their hands of sub- 
marine boats. They would have nothing to do with 
them, because Sir William White was adverse to 
them. The engineer-in-chief washed his hands of 
the engines because they were petrol engines in a^ 
• confined space. I went to Vickers and there we 
bad a drawing office established on the ship side, 
and on the engine side. We worked out the whole 
of the design of the submarine boats right up to 
1904, when they were proved to be a thorough 
success. Then the government departments took 
them over. That was a very good example of the 
way the private firms worked in with the practical 
experience of the navy and produced in the end the 
best results. 

1614. Sir Philip Gibbs : The point I am trying to 
work out is this : That it might be possible under a 
different system to have complete control and manu- 
facture of arms by the government and that previous 
experience shows that the government has a call on 
many of the best brains of the country. What I 
would like to ask you is this : Do you think that 
such a system is capable of expansion? 

Sir Reginald Bacon : The great point is this : 
In this wicked world you have got to hold out 
financial rewards. 

1616. Sir Philip Gibbs : Yes, I see you make a point 
of that. But may I ask you why you think it im- 
possible for government to pay its servants properly? 

Sir Reginald Bacon : They will not. 

1616. Sir Philip Gibbs: Why not? 

Sir Reginald Bacon: Because immediately the 
dockyard superintendent turns round and says 
Here is a man of the same standing as myself 
at Woolwich who has had his salary increased. I 
want my salary increased ”. 

1617. Sir Philip Gibbs : Surely the quality of a man’s 
brains has to be taken into consideration, even in 
government serviee P 

Chairman : It is quite new to you ? 
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Sir Reginald Bacon : It is quite new to me. 
When you go over to America you find men who are 
paid £40,000 a year. I dare say you will find the 
managing directors of a great many concerns in 
England are paid £7,000 or £10,000 a year. But 
you cannot do that with government employees. 

1618. Sir Philip Gibbs: I cannot see why not. 

Supposing we had a complete system of design in 
naval and military work why should we not pay these 
high experts the obvious market price of their brains? 

Sir Reginald Bacon : Even if you have the best 
brains you still miss the irritation of competition. 
You must have competition to get the best results. 

1619. Sir Philip Gibbs : But, after all, the navy is 
not subject to competition in its strategy, tactics, 
evolutions and in the control of a battleship. You 
would not say to me that because of the absence of 
competition naval officers are inefficient? 

Sir Reginald Bacon: But there is competition. 

1620. Sir Philip Gibbs: Not within the Navy? 

Sir Reginald Bacon: Oh! yes. There is the 
most strenuous competition. 

1621. Sir Philip Gibbs: Financial competition? 

Sir Reginald Bacon : No. It comes down to 
finance in the end. Take every six months : The 
promotions from Lieutenant-Commander to Com- 
mander and from Commander to Captain. 

1622. Sir Philip Gibbs: Why should not the same 
system be adopted in the government factory — pro- 
motion by merit? 

Sir Reginald Bacon : How are you to judge 
merit ? 

1623. Sir Philip Gibbs: In exactly the- same way as 
an admiral judges the merit of his captains. How- 
ever, it is rather theoretical. 

Sir Reginald Bacon: It is very theoretical. 

1624. Sir Philip Gibbs : It is important from the 
point of view of our witnesses. Several witnesses, 
like General Sir Stanley von Donop and yourself, 
keep on stressing the point that because a man is a 
government servant he cannot be efficient. I think 
that is an argument that very gravely reflects on 
government servants. 

Sir Reginald Bacon : Please do not read that 
into my evidence. I have never said that because 
a man is a government servant he cannot be effi- 
cient. What I do say is that every government 
department loses the incentive of competition. 

1625. Sir Philip Gibbs : Is there not another incen- 
tive — ^lionour and promotion? 

Sir Reginald Bacon: Very little promotion. 

1626. Professor Gutteridge : Do you mean that the 
job has become rather a “ cushy ” one? 

Sir Reginald Bacon: That is so. They have 
not the constant irritation of having to show results. 
No government office need show any competitive 
results at all. And do remember tbis : That the 
people in positions like that of the D.N.O. and others 
at the Admiralty have war hanging over their heads, 
and they must have the best and the newest, and 
the only way to get that is by competition. 

1627. Sir Philip Gibbs ; That is a very argumentative 
thing? 

Sir Reginald Bacon : It is. 

1628. Sir Philip Gibbs : You yourself, as Director of 
Naval Ordnance, were not subject to competition; 
your promotion was due to ability; and in many 
other branches of civil life you get an incentive, not 
of finance, but of honour and distinction and achieve- 
ment. Still, I will leave that point. 

1629. Chairman : You have passed through a period 
of competition in your professional life? 

Sir Reginald Bacon : I have. 

1630. Sir Philip Gibbs : Competition with your 
brother officers? 

Sir Reginald Bacon: It is just as keen. 

1631. Sir Philip Gibbs : Why should there not be 
competition? 

Sir Reginald Bacon: Because if you get into 
the routine of getting up every morning at the same 
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time and catcliing the 8.30 and coming back every 
evening at the same time, you lose the competitive 
spirit. 

1632. Professor Outterklge ; You do not get the same 
competition in the armj' as you do in the navy ? 

Sir Beginald Bacon: I cannot say about the 
army. I know that in the navy you have the most 
strenuous competition. 

1633. Sir Philip Gibbs : You said once or twice in 
your evidence and once or twice in reply to your 
answers to questions that the costs of Woolwich were 
higher than those of private manufacturers. 

Sir Beginald Bacon: Yes. 

1634. Sir Philip Gibbs: But I must say that it 
seems to me that all the evidence we have previously 
had is dead against you on the subject. 

Sir Beginald Bacon : I can only trust my 
memory. 

1635. Sir Philip Gibbs : Y'ou were Director of Naval 
Ordnance from 1907 to 1909.? 

Sir Beginald Bacon : Yes. 

1636. Sir Philip Gibbs : And in the same period 

there was a gentleman named Dr. Gilbert Slater, 
who, on behalf of the Woolwich Joint Conference on 
Discharges from the Arsenal, published in The Times 
the following advertisement of comparative prices. 
May I read one or two of these? For 18-pounder 
gun carriages 

Sir Beginald Bacon : It did not affect us in 
the navy. 

1637. Sir Philip Gibbs : No, but these were articles 
turned out by Woolwich for which I have com- 
parisons with private manufacturers. 18-pounder 
gun carriages — £343 14s. 4Jd. ; contract work — £672. 

Chairman : AVere not these prices including 
the return on capital for erecting new factories? 

Sir Philip Gibbs: No, Sir, because these are 
prices in 1907. There is a long list of them — 13- 
pounder gun carriages : £400 at AA^oolwich ; £631 for 
outside work. And all the other items in the list 
show a similar disproportion. That was for a period 
during which you were Director of Naval Ordnance? 
Sir Beginald Bacon : Quite ! 

1638. Sir Philip Gibbs : And was before the War. 
So that there were not abnormal circumstances? 

Sir Beginald Bacon : Quite ! 

1639. Sir Philip Gibbs : Does not that rather dis- 
prove your contention? 

Sir Beginald Bacon : Certainly it does, but I 
only speak from memory of the naval prices. This 
is why it is fixed in my mind — I have no figures of 
any sort or description — I know ever so well, with 
the amount of money we had to dispose of, how irk- 
some it was to have to go to Woolwich, Who charged 
u.s more. 

1640. Sir Philip Gibbs : I think on the evidence 
before us Woolwich did not charge you more. AVe 
have the figures, and so far as all the figures I 
have seen are concerned they did not charge you 
more. 

Sir Beginald Bacon : I should very mudh like 
to check the figures. Why did we have — as you will 
see by referring to the records — something like four 
or five c'ommittees that sat on Woolwich and Wool- 
wich expenses? The last one sat while I was there. 

1641. Sir Philip Gibbs : I think it was due partly to 
the fact that there .was no scientific costing system 
at Woolwich. 

Sir Beginald Bacon : It was too scientific. 

1642. Sir Philip Gibbs : Was that the trouble ? 

Sir Beginald Bacon : They had put all the 

reserve machinery, and depreciation on that, into 
current contracts. I do not know if those figures 
you have are the price charged or the actual manu- 
facturing cost. 

1643. Sir Philip Gibbs : In the Report of the 

McKinnon AVood Committee it is mentioned several 
times that it was very difiicult to establish costs, 
because there was no definite or scientific costing 
system at Woolwich. That is stated several times 
in the Third Interim Report. 


Sir Beginald Bacon: I cannot understand 

that, because I went down to AA'oolwich and saw 
the whole of their costing system. The trouble was 
the reserve machinery. Another thing ; AVoolwich is 
built on extravagant lines, with great big stone 
buildings. They had to charge depreciation on evei-j’ 
building and so it ran up the costs. 

1644. Sir Philip Gibbs : This is an important point 
for this Commission. It is one of the things that 
we have to decide. Therefore I want to press the 
point a little further. You rather took for granted 
that the overhead charges of a government establish- 
ment are almost necessarily higher than those of 
the private manufacturer. 

Sir Beginald Bacon: No, Sir. 

1645. Sir Philip Gibbs: A’ou did not take that 
point? 

Sir Beginald Bacon: Oh, no. 

1646. Sir Philip Gibbs: Aiou do not suggest that 
point with regard to AVoolwich? 

Sir Beginald Bacon : No. If you mix it with 
the reseiwe machinery it will be. You have to allow 
for your depreciation on your machinery and build- 
ings, and you have to allow a very high rate, 
so if you have a large amount of reserve machinery 
and buildings it runs up the cost of the work 
tremendously. We always tried to separate the two 
— at least I did — the reserve side and the manufac- 
turing side, but they would not do it. 

1647. Sir Philip Gibbs : That experience does not 
seem to exist in other countries. For instance, the 
American Nye Committee reported that overhead ex- 
penses in government arsenals are slightly lower 
than in the private manufacturing firms, and there 
are no selling costs. 

Sir Beginald Bacon: Did they have reserve 
machinery ? 

1648. Sir Philip Gibbs: I think they must have 
done. 

Sir Beginald Bacon : I do not know. I would 
not take it at all for granted. 

1649. Sir Philip Gibbs: Sir John Simon said that 
state arsenals are useful and necessary as a means 
of cheeking prices. 

Sir Beginald Bacon: They are no good at all. 

It was our great complaint. That was why we backed 
up Coventry — Jellicoe and I — for all we were worth, , 
in order to get an independent firm in who would 
check prices. Woolwich was quite useless for check- 
ing prices. 

1650. Sir Philip Gibbs : That is not the experience 
recorded by Dr. Addison. 

Sir Beginald Bacon : But Dr. Addison was 
working a totally different system. We were working 
under absolutely different conditions. I was work- 
ing under peace conditions with a big arsenal and 
Dr. Addison was working with a highly, well 
organised system of ammunition supply. You cannot 
compare the two. 

1651. Sir Philip Gibbs : Dr. Addison and other 

witnesses have produced a certain amount of evi- 
dence to show that the private manufacturers were 
established in certain rings. One does not want to 
give a sinister meaning to the word “ ring.” 

Sir Beginald Bacon : They were. 

16.52. Sir Philip Gibbs : I notice that Mr. Arnold 
Forster, one of our witnesses, said that those arma- 
ment rings were, and are still, in a position to play 
into each other’s hands by collusive tendering for 
government contracts. 

Sir Beginald Bacon : Undoubtedly. 

16.53. Sir Philip Gibbs: It is probably true? 

Sir Beginald Bacon : It is probably true of 
every manufacture. Every manufacture must have 
a ring if it is going to succeed, otherwise you get 
undercutting and bankruptcy. 

1654. Sir Philip Gibbs : But you also get high 

prices ? 

Sir Beginald Bacon: That is the business of 
the government to check, and the government ought 
to be able to check it with the government factor}'. 
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If j'ou have your costing on a reasonable system 
the government factory should be able to check 
private firms. That is what 1 was trying to press 
home. 

1(365. Sir Fhilip Oibhs: I asked Dr. Addison one 
or two questions about these rings and I quoted 
some evidence which was brought before the 
McKinnon Wood Committee that there was a very 
close and important steel ring. Dr. Addison agreed 
that there was and he added lead, aluminium and 
other minerals; and he claimed that Woolwich 
was very severely handicapped in prices by not 
being able to break those rings. From your ex- 
perience, would you agree with that? 

Sir lieginald Bacon : I would not say they 
were vei-y seriously handicapped, but they had to 
pay a bigger price for their steel than what the 
private manufacturer could arrange in his own 
shops. Thej' put on their percentage of profit and 
Woolwich had to pay that. 

1656. Sir Philip Gibbs: Do you not think that 

perhaps that is a slight point in favour of govern- 
ment manufacture, that is to say, that it would 
possibly reduce the cost to the nation? 

Sir Reginald Bacon: Yes, but against that 
you have to put the fact that the government fac- 
tory has not got to pay a dividend. 

1657. Sir Philip Gibbs: No; but you also have to 
consider the point that the private manufacturers 
work on a profit system? 

Sir Reginald Bacon: Yes; they work on a 
profit system. 

1658. Sir Philip Gibbs: Which does not enter into 
national manufacture ? 

Sir Reginald Bacon : If the national factory 
has to pay more for its steel because it has to 
buy it from a private firm, still, at the same time, 
the national factory has not got to pay a divi- 
dend on its work and, therefore, the two, to a 
certain extent, are balanced. 

1659. Sir Philip Gibbs: I feel myself that the cost 
to the nation might be higher under the private 
profit system. 

Sir Reginald Bacon : It might. It all depends 
on checking prices. The Ministry of Munitions had 
n very sound scheme. There is no reason why that 
sound scheme should not remain in force and prices 
be checked. When the War commenced there was no 
system of checking prices and private manufacturers 
could charge what they liked. 

1660. Sir Philip Gibbs : They did charge very heavily 
for cordite in particular, did they not ? There was 
great trouble over cordite? 

Sir Reginald Bacon : I do not know. 

1661. Sir Philip Gibbs : I hope I am not troubling 
you by this series of questions. 

Sir Reginald Bacon : I love it ! 

1662. Sir Philip Gibbs : I very much .want to get your 
opinion. You say in your Notes, “ As Director of 
Naval Ordnance I always had a haunting dread that 
when w'ar broke out we might find that our enemies 
had something up their sleeves better than what we 
had, and that we should find ourselves at a dis- 
advantage.” 

Sir Reginald Bacon : Yes. 

1663. Sir Philip Gibbs: That is true, no doubt, but 
is it not also a fact thiit they might have our designs 
up their sleeves? 

Sir Reginald Bacon : I would not mind that 
as long as we started on a fair basis. While I was 
at the Admiralty there were a lot of things that 
were confidential, but there were only one or two 
things that were secret — that I did not want the 
foreigner to kiioiw about. In my position as Director 
of Naval Ordnance, I would much sooner the enemy 
knew everything we had and that we knew every- 
thing they had, and that we started on a fair basis. 
But there was the mine. The mine has a very 
peculiar history. In our old mines we had an elec- 
trical arrangement inside so that when the mine was 
bumped it went off. That gave infinite trouble and 


somewhere in the middle of the nineties we went in 
for new mines and laid it down as a maxim that elec- 
tricity was not to be used. The Admiralty did not 
mean that electricity w'as not to be used. What they 
meant was that bare electrical contacts were not to 
be used. The Germans came along with a mine 
which had no bare electrical contact, but a complete 
wire circuit. The battery itself was empty. When 
the mine was bumped a glass tube was broken and 
bichromate of potash was dropped into the battery, 
thus making it active and the mine went off. We 
never adopted that mine. Our mines were quite 
efficient against ships, but not against submarines. 
Actually it was not until the end of 1917 that we got 
a design of mine supplied and approved Which we 
could use for stopping submarines. I could have 
closed the Channel in 1915 absolutely to submarines 
if I had had the mines, but that one little slip-up 
•made all the difference and cost us probably millions 
of tonnage of ships. It is a very ticklish thing, and 
I do beg of you, if you are going into any scheme, 
to bear in mind that war might break out and that 
we must be level with other countries. 

1664. Sir Philip Gibbs: Under the private system of 
manufacture, the private firm, when they improve 
a design, may immediately, or subsequently, hand it 
over to potential enemies of this country, and that 
seems to me highly dangerous. Take, for instance, 
the Hadfield shell, which undoubtedly was the best 
armour piercing shell that had ever been made. Sir 
Robert Hadfield has sold his patent to other 
countries. Would you approve of that? 

Sir Reginald Bacon : Certainly. 

1665. Sir Philip Gibbs: It seems to me increasing 
our danger, whereas if we kept it to ourselves we 
could have that superiority? 

Sir Reginald Bacon ; Would you be prepared to 
pay Sir Robert Hadfield a sufficient amount of money 
for his shells to make it worth his while? 

1666. Sir Philip Gibbs: I think so; yes 

Sir Reginald Bacon: Then you would grumble 
and saj' the cost is more than somebody else’s ! 
Hadfield was the only firm in England I had to 
do with that produced decent steel castings. Nearly 
every firm produced things like gorgonzola cheese. 
Hadfield was pre-eminent with his shell. But it is a 
fact that when we came to fight the battle of J utland 
60 per cent, of the shells failed. 

1667. Sir Philip Gibbs: Probably that was due to 
bad material? 

Sir Reginald Bacon : No. The only test of a 
shell is to fire it against armour plate and when you 
fire it against armour plate it has gone. We took one 
or two shells out of our cast and fired them against 
armour plate; if they succeeded we said the 
remainder were all right. You cannot test each 
shell. 

1668. Sir, Philip Gibbs : May I ask you this general 
question? Supposing there were a government mono- 
poly of arms, do you think it would be more likely 
that we should keep very important secrets or im- 
proved inventions within our own hands? 

Sir Reginald Bacon: As I say, there were, in 
my time as D.N.O., only about two secrets that are 
worth keeping. There are any number of confidential 
things. 

1669. Professor Gutteridge: Was not the Brennan 
Torpedo one of the things? 

Sir Reginald Bacon : The Brennan Torpedo. If 
you start me on that, I can go on for a long time 1 
The Brennan Torpedo is a thing that could not run 
for more than 2,000 yards. It was all right in the 
old days, but the moment you got guns that could 
fire more than 2,000 yards, the Brennan went. I 
would infinitely sooner start .with a clean sheet for 
all countries, everybody knowing what everybody else 
was doing; but you may find that other countries 
have got something up their sleeves. 

1670. Sir Philip Gibbs: I am now going to put 
rather an argumentative question to you. You talk 
about the loss of trade to the country if the export 
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of arms were stopped and you say that it would work 
out practically to this, that it would deprive about 
10,000 men of their work and wages .P 

Sir Beginald Bacon : Yes. 

1671. Sir Philip Gibbs: But may I suggest to you 
that the increase of armaments might lead to a war, 
which would deprive millions of men of their work 
and wages. 

Sir Beginald Bacon: No, Sir. The increase 
of armaments will stop war. 

1672. Sir Philip Gibbs : It did not do so in 1914. 

Sir Beginald Bacon : No. Why did we go to 

war in 1914 P For one single reason, and that was 
that the English government were not in a position 
to say to Germanj', “If you side with Austria, w'e 
will go to war.” 

1673. Sir Philip Gibbs: You say we had an in- 
feriority in one or two branches but, broadly speak- 
ing, we had a slight superiority over them at that 
time. 

Sir Beginald Bacon : Speaking generally, we 
had a bigger superiority than when I told you, 
because that was only one pai-ticular date. A month 
after, and a month before, we had more ships and 
our superiority was greater. I do not want to stress 
that. The point was this, that Germany, if she 
went to war with us, must lose the whole of her 
merchant shipping and her colonies. She would 
never have gone to war with us if we had been in 
a position to say to her that she must not side 
with Austria. The bigger the armaments, the less 
likely you are to have war. 

1674. Sir Philip Gibbs: The argument on the other 
side is that if we increase either our naval or mili- 
tary armaments, some other country will immediately 
increase theirs ; so you get this constant extension 
of increase which finally leads to collision. 

Sir Beginald Bacon : The question is, does it 
lead to collision? 

1675. S^r Philip Gibbs: It does not, from our point 
of view, as long as we remain absolutely supreme, 
but it is extraordinarily difficult for any country to 
remain absolutely supreme. 

Sir Beginald Bacon : I cannot see any 

evidence in history that armaments have led to war. 

1676. Slir Philip Gibbs: Can you not? I think I 

could produce a good deal ; but it would take a, lomr 
time. “ 

Sir Beginald Bacon: We stopped four wars 
between 1879 and 1914 by being strong at sea, and 
if we keep strong at sea we will stop wars. Do 
you not think so. Sir? 

Sir Philip Gibbs: No. I do not. 

1677. Sir Thomas Allen : Following up your reply 
to a question put to you by Sir Kenneth Lee that 
many government factories would be uneconomical: 
Wliere does the economy arise in having distribution 
of our requirements over many factories now? 

Sir Beginald Bacon: What sort. Sir? 

1678. Sir Thomas Allen: Private factories. We 

spread our orders now over many factories. 

Sir Beginald Bacon: By competition. Com- 
petition is the whole basis of reducing prices and 
getting efficiency. 

1679. Sir Thomas Allen : Do you really believe that 
there is any competition? You have told us that 
you had to share out the work between Woolwich 
and Vickers and one other firm. 

Stir Beginald Bacon : Yes. 

1680. Sir Thomas Allen : Would you regard that as 
being competition? 

Sir Beginald Bacon: Np, Sir, I should not 
regard that as competition, not in the particular 
case of the heavier gun mountings, but that is why 
we brought Coventry along. If the War had not 
taken place in 1914, probably later Coventry would 
have got the lion’s Share of the orders and the other 
firms would have had them reduced. 

1681. Sir Thomas Allen: You have also told us, with 
respect to sales abroad, we cannot have a govern- 
ment going, out for orders. Yet you tell us, in your 
Notes, “ A emiill country that obtains its armaments 
from another country is bound to it by very strong 


ties.” Do you not think the ties would be very 
much stionger if they were receiving their supplies 
from a national factory or from a government 
rather than from private individuals? ’ 

Sir Beginald Bacon: Yes, I do, but the sen- 
timentalism from which we suffer would ever pre- 
vent an English government supplying armaments to 
other powers. Common sense would say, “ Do it ” 
but our sentimentalism would never allow it. 

Sir Philip Gibbs : I must intervene at that 
point to say that we did supply armaments to 
foreign countries. I am sorry. Sir Thomas. 

1682. Sir Thomas Allen: Not at all. {To the 

IFifness) : You have visualised to us the possibility 
of a shadow ministry that would be ready in the 
case of any emergency. Do you think we ought to 
wait for an emergency before we set up machinery 
of this kind? 

Sir Beginald Bacon: Yes, I do. If you can 
have a shadow ministry that can be efilciently 
brought into operation within a few days — we will 
say a fortnight or so of the outbreak of war, and 
which costs perhaps only £10,000 to £15,000 a year 
it is infinitely preferable to having a government 
manufactory which wall have to expand enormously 
on the outbreak of war and which in peace time 
will cost you a very large sum of money owing to its 
reserve manufacturing capacity. 

1683. Sir Thomas Allen: You have told us that if 
and when the shadow ministry comes to operate in 
time of war you feel that the three services should 
then be free to procure their requirements where 
they please. 

Sir Beginald Bacon: Olh 1 no. sir. I think you 
misunderstood me. What I said was this, that you 
would be obliged to keep a portion of the contract 
department at the Admiralty and a portion at the 
War (Mce for matters with which the Ministry of 
Munitions did not deal. All the munitions would 
have to be ordered by the Ministry of Munitions, 
the same as they were during the War. 

1684. Sir Thomas Allen : I ask you that because 
Dr. Addison was very emphatic on that point. He 
pointed out the necessity of unified responsibility 
to eliminate waste and loss of efficiency through the 
three separate services acting independently of each 
other, which they did previous to the setting up of 
the Ministry of Munitions. 

Sir Beginald Bacon: I quite agree. There is 
no doubt about that. 

168o. Sir Th07nas Allen : You told us that the fact 
of Woolwich having no other work to fall back upon 
themselves, prevented the establishment being iiro- 
perly balanced. Would you agree that economy in 
any state factory depends upon two things — that it 
should be fed adequately with orders, or, failing 
being fed adequately with orders from within, 
it should be free to manufacture for some other pur- 
poses externally? 

Sir Beginald Bacon: No, I do not think it is 
possible. I cannot visualise a government factory 
going round and undercutting the smaller manufac- 
turers. You would have such a row that you would 
not be able to withstand it. Woolworths are bad 
enough, scooping up all the small shops in the 
villages and towns, but if you had a firm backed by 
the whole wealth of the nation going round and 
undercutting private manufacturers 

1686. Sir Thomas Allen : Do you think Woolwich 
has ever had an oipportunity of proving itself a busi- 
ness organisation ? 

Sir Beginald Bacon: No; because it will never 
get enough orders for its reserve capacity. 

1687. Sir Thomas Allen: How can it get enough 
orders if the government system is to allocate orders 
on the lines that you have indicated to us this 
morning ? 

Sir Beginald Bacon : Because if they got the 
whole of the orders it would not be enough to make 
Woolwich pay — not with the reserve machiner}’. 
Dr. Addison never forecasted how much reserve 
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machinery yon were to have, but if you were to have 
reserve machinery to compete at all with the con- 
ditions of the Great War the whole thing would he 
absolutely impossible. 

1688. Sir Philip Gibbs : You would have to rely on 
the national factory? 

Sir Ttegirwld Bacon : Then do not have a 

factory. Have something which has proved itself 
most efficient, a shadow ministry which is able to 
take up the work left by the old Ministry. 

1089. Sir Thomas Allen-. We have been told in evi- 
dence that every chance has been given to private 
manufacture to keep going and that by reducing the 
output of the government arsenals and dockyards 
and by giving increased orders to private firms 
Woolwich has practically been starved. Would you 
agree to that? 

Sir Beginald Bacon: No. As I said before, 
you cannot in peace-time give sufficient orders to 
Woolwich, if Woolwich is to be anything like the 
establishment that Dr. Addison has forecasted, to 
make it a financially sound concern. 

1690. Professor Gutteridge : Would you call Lord 

Wester Wemyss a sentimentalist? 

Sir Beginald Bacon: Yes, I should, to a certain 
extent. 

1691. Professor Gutteridge: Did you see an official 
memorandum which he laid before the Admiralty in 
1918? I think you were in France at that time. 

Sir Beginald Bacon: In 1918 I was at the 
Ministry of Munitions. 

1692. Professor Gutteridge : Have you Mr. Noel 

Baker’s evidence before you? 

Sir Beginald Bacon : Yes. 

1693. Professor Gutteridge : If you look at para- 
graph 7 you will see an extract from Lord Wester 
Wemyss’ memorandum: — “Apart from the moral 
objections to the present system, which makes war- 
fare a direct occasion of private gain, the system 
is attended by the inevitable consequence that the 
multiplication of armaments is stimulatefd arti- 
ficially.” I do not want to read it all through. 
You might just glance at it. You see he concludes 
by speaking of a “ subterranean conspiracy.” That 
is the First Sea Lord of the Admiralty who is speak- 
ing, is it not? I should like your views on that. 

Sim Beginald Bacon : I do not think my friend 
Lord Wester Wemyss knew anything at all about it. 
He was never in a private firm. He was simply 
repeating what lots of other people have said, that 
armament firms want war. I say from my ex- 
perience that armament firms do not want war. 

1694. Professor Gutteridge : You do not agree with 
him? 

Sir Beginald Bacon : No, I do not agree a bit. 

1695. Professor Gutteridge : I pass to something 

different. Perhaps you will agree with Sir Eustace 
d’Eynoourt. In the course of his evidence he said 
that wars were always won by tbe fellow who was 
a little bit ahead in armaments. Do you agree 
with that? 

Sir Beginald Bacon : I would not agree with 
that at all. Venizelos said of England that we 
always won the last battle. Wars are very often 
won by those who strike first. 


1696. Professor Gutteridge : Striking first might be 
a question of armaments. 

Sir Beginald Bacon : It might be, but it de- 
pends on having the armaments ready. I think our 
great strength was due to Lord Fisher’s insistence 
on having the Fleet instantly ready for war. It 
was not necessarily a question of size but it was 
instantly ready in all respects to strike. 

1697. Professor Gutteridge : I think in addition to 
the Turkish warships that were building at the 
beginning of the War there were some ships building 
for some South American countries. 

Sir Beginald Bacon : We were building some 
destroyers for Greece. 

1698. Professor Gutteridge : Were not ships being 
built for the Chilians or the Brazilians? 

Sir Beginald Bacon : I do not know. The only 
things fixed in my mind were the two battleships. 

1699. Chairman : May I ask one question about the 
shadow ministry? I assume that your view of a 
possible shadow ministry would include some organi- 
sation which should keep an up-to-date and com- 
plete census of all available men and works and so 
forth. 

Sir Beginald Bacon : Certainly. 

1700. Chairman : That would not be shadow. 

Sir Beginald Bacon : Oh ! no. The paper in- 
formation would all be there and the different firms 
would be notified, so that they would know exactly 
what was going to happen. 

I only want to add this : I think Dr. Addison 
made a slight slip in regard to two things. One 
was about inventions by workers. He said the men 
did not get a chance, owing to the foremen. I 
think every reputable firm has a box in which any 
employee can put suggestions. They go before a 
small committee of the management, who decide 
whether they are worth anything. The other point 
was this, I think you said that thousands of in- 
ventions were sent in and very few were used. I 
have a paper there with the actual figures. Speak- 
ing roughly, during the War — I was Controller of 
Munitions Inventions at the end — 47,624 suggestions 
were gone into, of which 226 were provisionally 
accepted for trial or adopted. Mind you, 226 in 
war-time is a great many. The point is that the 
whole of the 47,000 inventors, or the majority, were 
satisfied. It was the rarest thing to get a com- 
plaint. Practically speaking, the tank was the sole 
invention of Sir William Tritton and Major Wilson. 
The reason for the invention of tanks was simply 
this : I sat in 1918 on a committee which inquired 
into the question of tanks. People were groping 
after the idea of tanks uji till almost the end of 
1915. Then the idea suddenly struck some genius 
to write to the Royal Engineers Committee and ask 
them what they wanted the tank to do. It had never 
entered anyone’s head to ask what the tank was 
required to do. The Committee said they wanted 
it to go over a 10-feet trench and up a 4-feet bank. 
If you take a piece of paper and put down those 
dimensions, you get the shape of the tank. 

Chairman : Thank you very much. Sir 

Reginald. 


(Adjourned.) 
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report whether these arrangements require revision, and, if so, in what directions. 


MINUTES OF EVIDENCE 


TAKEN BEFORE THE 

ROYAL COMMISSION ON THE PRIVATE 
MANUFACTURE OF AND TRADING IN ARMS 

TWELFTH DAY 

Wednesday, 27th NoYember, 1935 


PEESENT : 

The lit. Hon. Sir JOHN ELDON BANKES, P.C., G.C.B. (Chairman). 

Dame RACHEL E. CROWDY, D.B.E., LL.D., 1 Sir KENNETH LEE, LL.D. 

R.R.C. Professor H. C. GUTTERIDGE, K.C., LL.D., M.A. 

Sir THOMAS ALLEN. j Mr. J. A. SPENDER. 

Mr. E. TWENTYMAN (Secretary). 

Mr. D. HAIGH (Assistant Secretary). 

Mr. W. B. Brown, C.B., C.B.E., Second Secretary, Board of Trade; 

Mr. C. Howard Smith, C.M.G., Assistant Under Secretary of State, Foreign Office; 

Mr. W. St. D. Jenkins, C.B., C.B.E., Director of Contracts, Admiralty; 

Major C. S. Napier, R.E., General Staff, War Office; 

Wing Commander C. E. H. Medhdrst, O.B.E., M.C., Directorate of Operations and Intelligence, Air 
Ministry ; 

Mr. A. E. Slater, Principal, Air Ministry; 

Mr. C. J. Fltnn, C.M.G., Commissioner of Customs and Excise; 

called and examined. 


1701. Chairman : 1 should like to make a short pre- 

liminary statement with regard to the object of this 
meeting, in order that we may decide the procedure. 
The object of the meeting is to ascertain the exact 
practice with regard to the granting of licences for 
the exportation of arms, using that word in a 
general sense. We have asked for information from 
the Government Departments on that point, and 
we have been supplied with a very full Memo- 
randum* prepared by the Board of Trade in colla- 
boration with the Foreign Office, the Admiralty, 
the War Office, the Air Ministry, and the Board 
of Customs and Excise. In so far as we, the 
members of the Commission, are concerned, we are 
satisfied that this Memorandum contains full informa- 
tion wdth regard to what the practice is, and what 
the law in regard to the particular matter also is. 
This Memorandum has been or will be supplied 
to the Press, and therefore, unless any of those 
gentlemen who are here representing the particular 
Departments would wish, either themselves to read 
the Memorandum which they have prepared, or to 
have it read, we, the members of the Commission, 
having studied it and read it, do not see the neces- 
”’*^ 1 .° However, we are very much 

m the hands of those who are here fixim the various 
Departments. Would you wish it to be read, or 
are you content that it should be treated as read? 

T Hi'oioR; I think my colleagues and 

I would be quite content that it should be treated 
as read, if that suits the convenience of the Com- 
mission. 

1702. Chairman-. Then any questions that appear 

+ 1 , will be asked by the members of 

6 Commission, and the gentleman represent- 
wg the particular Department will answer, 
toil will decide amongst yourselves who should 
answer any particular question that is asked? 

Mr. W. B. Brown: Yes. I think it will be 
obvious to us without any consultation which De- 
partment is concerned. 

1703. Chairman: So far as I am concerned, the 
first question I want to put is this: It appears to 


* Appendix I. 


be the fact, from the information that you have 
supplied, that the Government are in a position to 
actually prohibit the exportation of any kind of 
arms or munitions. That is the present state of 
the law? 

Mr. W. B. Brown : Yes. 

1704. Chairman: They can do it if they wish? 

Mr. IF. B. Brown : Yes. 

1705. Chairman : It is entirely within their dis- 
cretion whether they would prohibit all exportation 
or some particular branch of exportation? 

Mr. IF. B. Brown : Yes. 

1706. Chairman : Then there are two forms of 

licence which are adopted — I - am not now speaking 
of the Admiralty. There is the open licence and 
there is the restricted licence to some particular 
articles. That is right, is it not — there are the two 
forms ? 

Mr. IF. B. Brown : There is the open general 
licence and the particular licence for particular 
articles. 

1707. Chairman : In the first part of the Memo- 
randum, which is headed, “ History of the Control 
of Exports of Arms from the United Kingdom ”, 
there is given a statement of what the law is and 
what the proposals under the varieus Traffic Con- 
ventions have been, some of which have been ratified 
and some not, apparently, and as to the course of 
procedure which should be followed. Then in para- 
graph 18 it says: “From the foregoing it will be 
seen that Mis Majesty’s Government have so far as 
concerns the licensing of arms, munitions and im- 
plements of ivar, amended their, regulations as 
necessary from time to time so as to he in a posi- 
tion to give effect to the international arrange- 
ments which have been either in prospect or actually 
put into operation.’’ Is that quite accurate? With 
regard, for instance, to the question of publicity, 
in the last American proposal with regard to the 
traffic in arms a great point is made about publicity. 
Do .we in this country insist upon publicity now to 
the extent which is indicated in that last proposal? 

Mr. W. B. Brown : No, not at present. 

1708. Chairman : Then it is not quite accurate to 
say that you have amended your regulations from 
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time t-o time so as to be in a position to give effect 
to the international arrangements which have been 
either in prospect or actually put into operation? 

Mr. W. B. Brown : In that paragraph we were 
dealing .with the licensing of arms. Perhaps when 
we drafted that ;we were thinking of publicity as 
almost a separate subject. 

1709. Chairman : I see. Then the next part of the 
Memorandum is headed “ Control of Exports of War 
Material in the United Kingdom” Paragraph 20 
says : “ The Board of Trade powers to regulate the 
export of arms from the United Kingdom are de- 
rived from Section 6 of the Customs and Inland 
Bevenue Act, 1879, as amended and extended htj 
Section 1 of the Exportation of Arms Act, 1900, and 
Section 17 of the Finance Act, 1921,” and you set 
out in Annex A the provisions of the statutes and 
you refer to them; but I do not find anything in the 
statutes which refers to the granting of licences. 
The statutes only provide, do they not, for a pro- 
hibition of export? It seems to me to be assumed, 
from the fact that prohibition is possible, that the 
licensing system, as it were, is evolved out of that. 
There is nothing until you get to the Export Pro- 
hibition Order of 1931 which mentions licences, is 
there ? 

Mr. W. B. Brown : That is so. I am afraid 
I cannot tell the Commission exactly the origin of 
the licence system. It was instituted in the 
War period, and our records do not show the 
discussions which took place at the time. As you 
say, the Order in Council of 1931 expressly states 
that prohibition shall not apply to any exportation 
or shipment expressly permitted by a licence given 
by the Board of Trade; but we have hitherto been 
informed that we have the power. 

1710. Chairman ■. I think I am right in saying that 
the first mention of granting a licence is found in 
that Arms Export Prohibition Order of 1931? 

Air. IF. B. Brown: The 1921 Order in Council, 
I think, mentions the system of licences. 

1711. Air. Spender: Was there a separate Order in 
1931? 

Air. IF. B. Brown : Yes. 

1712. Professor Gutteridge : That is the principal 
Order, I think, under w-hich you work, is it not? 

Air. TT'l B. Brown: Yes. That is the Order 
under which we are operating now. 

1713. Chairman : With regard to the system 
generally, the three Departments that are concerned, 
apart from the Admiralty for the moment, are the 
Foreign Office, the Board of Trade, and the Customs 
and Excise? 

Air. Tl''. B. Brown: Primarily. 

1714. Chairman : And the application for a licence 
is made in the first instance to the Board of Trade, 
is it? 

Air. IF. B. Brown : That is so. 

1715. Chairman : Are the Board of Trade under any 
statutory obligation to consult anyone else except 
themselves, or is it merely a matter of practice that 
they go to the Foreign Office? 

Air. TF. B. Brown : Merely a matter of prac- 
tice; there is no statutory obligation, but it has been 
laid down for u.s that we alwaj's must do it, merely 
by an act of the Government. 

1716. Chairman : Have the Government issued any 
instructions to the various Departments as to how 
the working of this system is to be carried out, or 
has it grown up, as it were? 

Air. IF’. B. Brown : I think it has “ just 
growed ”. 

1717. Chairman : Is it competent for the Board of 
Trade, and do they in fact sometimes issue licences 
on their own motion without consulting the Foreign 
Office, if they think it is a case in which the Foreign 
OfBce are not likely to be concerned ? 

Air. IF. B. Brown: In the case of things which 
are not war material within the strict definition, we 
do; but with regard to things which are properly 
war material we invariably consult the Foreign 
Office. 


1718. Chairman : When j'ou speak of war material 
that raises another point. Is it merely the manu- 
factured article that you consider when the applica- 
tions for licences are made, or is an application for 
a licence necessary for the raw material? 

Air. IF'. B. Brown : Not the raw material ; but 
component parts are in some cases identifiable as 
.war material. 

1719. Chairman: But they must have arrived at a 
stage of being identifiable as munitions? 

ill?'. TF. B. Brown : That is so. 

1720. Professor Gutteridge : Have you any list which 
you work on, or anything of that kind? 

Air. IF’. B. Brown : Yes. 1 could if necessary 
supply the Commission later on with details on that 
point.* There is a list of the different categories 
of prohibited goods, and which of those are war 
material proper. 

1721. Professor Gutteridge : 1 think that is some- 
what important. 

Chairman : For instance, are any instructions 
available to an exporter as to what it is necessary 
that he should apply for a licence for; because you 
told us that when an article has arrived at a stage 
when it clearly can be seen to be a munition, then 
the exporter will know? 

Air. IF'. B. Brown : Yes. 

1722. Chairman : And he will then apply for a 

licence; but are there any rules laid down and pub- 
lished which would guide exporters as to the articles 
with regard to which they must apply for a licence? 

Air. IF'. B. Brown: There is the Order itself; 
I do not know whether that is really sufficient for 
the ordinary exporter, but our experience is that 
exporters in fact visit us at the Board of Trade 
and make many inquiries before accepting orders, 
because there is a fear that they may find that 
the goods are in fact war material and are 
prohibited. 

1723. Chairman : That raises a question that( I 

wanted to ask you about, and that is this : Whether 
or not exporters do come to ask for information 
before they accept an order; first of all, as to 
whether or not the order is one which would require 
a licence for export, and also as to whether or not 
the order is one in respect of which a licence for 
export would be granted? 

Air. FF. B. Brown : Very frequently ; and that 
is one reason, I think, why the number of refusals 
of licences may appear rather small ; because in 
many cases the exporter has made inquiries before- 
hand and found that it was an order that he would 
not be allowed to fulfil, and therefore he does not 
apply for a licence. 

1724. Chairman : We have been told that, in the view 
of a great many people, the application for per- 
mission (if I may use that expression) should arise 
at an earlier stage, and that a licence should be 
required in respect of any order which is given, and 
the application not confined merely to the licence 
for export — that the permission in an official form 
should be issued at a?i earlier stage. Do you see 
any objection to that? 

Air. FF. B. Brown : I think that the manu- 
facturers themselves at present would not think that 
it was necessary, inasmuch as in the first instance 
they are fairly familiar by now with the procedure, 
and they do not in fact accept an order for manu- 
facture without finding out whether they will be 
or are likely to be allowed to carry out the order 
by completing the export. 

1725. Sir Thomas Allen : Would Mr. Brown elucidate 
this matter by saying whether the orders are 
accepted and the goods made by the manufacturer 
before the licence is given, or do they come along 
actually after the manufacture? 

Air. TF. B. Brown: No; the manufacturer 

comes for a licence generally, in fact invariably, 
before he accepts an order from a foreign govern- 
ment, and he may get a licence; and sometimes 

* See Appendix III. 
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some of our licences may not exactly correspond 
with the final export, because he may come and 
ask for a licence and then not get the order after 

all- 

1726. Sir Thomas Allen: There is a fresh licence tor 
each specific order? 

Mr. IF. B. Brown: He generally applies for 
the licence at the moment at which he is thinking 
of tendering for the order, and he applies for it in 
respect of the order for which he is tendering. 

1727. Chairman: If the general practice appears to 
be that exporters do take the precaution of coming 
to ask before they accept an order, it would not 
seem to bo likely to hamper trade for that to be 
made compulsory, would it? 

Mr. IF. B. Brown: I do not see any serious 
objection ■prima facie. 

1728. Mr. Spender: Have you provision, for cases 
in which licences have been granted and orders 
executed, for withdrawing the licences in the event 
of foreign complications, and so on? 

Mr. IF. B. Brown : All licences can be 

revoiked at any time with or without reason given. 

1729. Mr. Spender : So the manufacturer has to 

take that risk? 

Mr. IF. B. Brown : Ho is aware that it may 
be revoked, for instance, for reasons of Imperial 
security or because of any international agreement 
into which His -Majesty’s Government may have 
entered or may enter during the currency of the 
licence. 

1730. Dame Hachel Crowdy : I should like to ask 
a question in connection with that. In paragraph 3-3, 
you say: “ The number of licences refused is small 
but this is to be expected as the suppliers well know 
the position and accordingly do not apply for licences 
where they know they u:ill not be granted. .Apart 
from this the Service Departments have a close 
understanding with the manufacturers, which 
enables them effectively to control the export of 
arms which might be prejudicial to Imperial security 
without recourse to the licensing system.” When 
it is not a question of Imperial security, but a world 
situation in wdiicli we are not at the moment par- 
ticularly involved, have you any right at all to 
suspend the granting of a licence or to hold your 
hand for the moment until you have inquired into 
the world situation? 

Mr. IF. B. Brown : I think so. Some of the 
licences to manufacturers of war material are de- 
scribed as liable to be revoked at any time for 
reasons of Imperial security or by reason of any 
international agreement into which His Majesty s 
Government may enter. 

1731. Dame Bachel Crowdy: That would really 

mean an embargo, would it not? 

Mr. IF. B. Brow^ : Yes. ^ 

Secretary: Presumably “ Imperial security ” 

is capable of almost unlimited wddth of interpreta- 
tion? 

Mr. IF. B. Brown : I think it is a term which 
becomes wider in its interpretation daily. 

1733. Mr. Spender: In that case you would con- 
sult the Foreign Office? 

Mr. IF. B. Brown : Before the licence is 

issued, certainly. 

1734. Chairman : May I go back to the point I was 
on just now? I asked you whether or not apiilioa- 
tions for licences should be made before the order 
is accepted. There is another xooint which has been 
made before us, and that is the question of pub- 
licity, and it has been said that it would be a 
matter of great advantage if full publicity were in- 
sisted upon in reference to any licence that was 
applied for and granted. Do you see any objection 
to publicity of licences for orders if that system was 
introduced ; do you think it would -be of any use, 
or do you think it would be objectionable? 

Major C. S. Na.pier: I think we have to bear 
in mind the whole time the question of foreign 
competition. Publicity would inevitably place our 
own manufacturers at a serious disadvantage in 


relation to their foreign comiietitors. I think that 
objection also applies, to a certain extent, to your 
suggestion that applications for licences should 
be required to be made before the order is 
accepted, or even before it is tendered for; 
because very often foreign governments place 
their contracts at rather short notice; their 
need may be serious; and anything which hampers 
our own manufacturers in tendering usually means 
simply that the order is placed elsewhere. 

1735. Chairman : There is another question which 

I should like to ask with regard to publicity, and 
that is this : Of course, the suggestion has been 

made with reference to publicity that it might have 
the effect of restricting the manufacture and exporta- 
tion of arms, but it has occurred to me that if 
publicity was given to an order placed, we will say, 
by Government A, might that have the effect of 
inducing Government B to say: “-Well, now: A 

is placing an order for this quantity of arms, or this 
improved form of arm ; we must do the same ; we 
cannot be behindhand ”, and therefore the effect 
really might be the contrary to what is anticipated; 
it really would result in an increase in the manu- 
facture of arms rather than the opposite? 

Major C. S. Napier: There is that possibility, 
and there is also what I rather fear : that Govern- 
ment A would simply not place its order in a 
country where publicity is given to the state of its 
national defence. 

1736. Dame Bachel Crowdy: That would not apply 
if it was under international agreement? 

Major C. S. Napier: No. We have no objec- 
tion to universal action. 

1737. Chairman: With regard to the general 

practice, is it left to each Department to exercise 
its own discretion in reference to the granting of 
licences, or is there any defined policy laid down 
by the Government with regard to the lines on which 
they shoidd proceed ? 

Mr. C. BLoward Smith : There is no definite 
policy laid down, I think ; -but in a case in which 
there is an application to export to a foreign 
government, or abroad, the Board of Trade natur- 
ally refers it to the Foreign Office, in case the 
Foreign Office might think, for reasons of policy, 
that the particular consignment should not go to 
the particular country. This is as far as the Foreign 
Office comes into it. 

1738. Chairman: But the general policy seems to 
be not to discourage the granting of licences, but 
only to refuse them where there is some definite, 
obvious reason why they should not -be granted ? 

Mr. C. Howard Smith : Yes, I think that is 
correct. 

1739. Chairman : The policy is to grant them, and 
only to refuse them in definitely clear cases? 

Mr. C. Iloivard Smith : Not to interfere with 
the trade more than is necessary. 

1740. Chairman : That is perhaps a better way of 
putting it. You do not wish to interfere with the 
trade more than is necessary. 

Sir Thomas Allen : Is the encouragement of 
the trade beneficial to our Services? 

Major C. S. Napier: I do not think you can 
say that we encourage the trade, but I think your 
point is that ;we do not discourage it. I again 
say that what we have to consider the wdiole time is 
our relative position in relation to foreign powers. 
After all, the arms trade is at the moment an 
element in our national security. 

1741. Sir Thomas .Allen: I was wondering whether 
it was in the minds of the three Services that the 
more export trade we do the more efficient we would 
be at a time of emergency to produce for ourselves.-' 

Major C. S. Napier: I think we can say 

that it is in our minds; but, if you agree, I would 
suggest that that falls under the major heading of 
the Terms of Reference, on which you will be taking 
evidence later. 
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1742. Chairman: Yes; it will fall under tFat head. 
We want, as far as we can, to confine ourselves to- 
day to the practice rather than to the policy. AVith 
regard to the Customs and the open general licence : 
to what extent do the Customs endeavour to 
ascertain whether there is any evasion of the rule 
about the exportation of arms under this system of 
the open general licence? 

Mr. C. J. Flynn : Where there is an actual 
open general licence in existence the exportation is 
covered as far as the Customs are concerned. 

1743. Chairman : I suppose it is possible, unless there 
is a certain amount of examination, to evade the 
provisions with regard to licensing in the case of 
munitions if a person chooses to attemist to evade 
them ? 

Mr. C. J. Flynn : All goods exported ivhether 
subject to prohibition or not are liable to examina- 
tion before shipment, and our ofiBcers do examine 
occasional packages to check evasion. 

1744. Chairman: You used the word “occasional,” 
and you use that in the Memorandum? 

Mr. C. J. Flynn: Yes. 

1745. Chairman : To what extent is that done ? Is 
it done systematically, sufficiently to bring home to 
the exporters that it is being done, or is it an 
occasional, casual examination? 

Mr. C. J. Flynn : It is very difficult to say 
what is sufficient to bring home to the exporters 
what is being done, but it is a regular system. As 
regards exports covered by Board of Trade licence the 
jmsition is that the packages must be produced to 
the Customs Export Officer before shipment. As 
regards other exports we have general powers which 
enable us to require any package which is shipped 
or about to be shipped to be opened for Customs 
examination and we do exercise those powers to see 
that the prohibition is not abused. Goods not 
requiring pre-entry are dealt with under those powers 
and consequently our statement that documents are 
only required wdthin six days of the clearance of the 
vessel does not mean that such goods are never 
examined. 

1746. Professor Gutteridge : I am nofasking for any 
details, but have cases occurred in which you have 
examined packages and found them to contain 
prohibited articles? 

Mr. C. J. Flynn : Yes, but very rarely. Of 
course, the inducement at present is not very serious. 
It must be remembered that an exporter is running 
a very grave risk if detected, because the penalties 
are very severe. 

1747. Chairman : Do you think that the present 

system is satisfactory — I mean with regard to the 
possibility of evasion and the possibility of the 
examination of goods under this open general 
licence? Do you think the present system is satis- 
factory, or do you think it is possible to tighten it 
up in any way? 

Mr. C. J. Flynn : I think it is reasonably 
satisfactory. It is extremely difficult to tighten the 
present system in any way which will not very 
seriously interfere with our export trade. The only 
method would be more intensive examination of 
packages which are brought for shipment, and it 
must be borne in mind that the bulk of trade is 
perfectly innocent, and the trader would n-aturally 
resent his packages being opened for what he con- 
siders no purpose. 

1748. Chairman : That is the only possible alternative, 
namely, more intensive examination? 

Mr. C. J. Flynn: I think so; unless it were 
found possible to control the position either at the 
factories or at the dealers, or at both. But, so long 
as control is exercised at the point of exportation, 
any tightening of the present system would, I think, 
involve a more stringent examination of exported 
goods. 

1749. Chairman: Speaking generally, do you think 
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the present system, having regard to all the diffi- 
culties with regard to exporters, and so forth, is 
sufficiently stringent? 

Mr. C. J. Flynn : I think it is. I think it is 
reasonably adequate for present purposes. Of course, 
in periods of emergency special precautions are taken 
— for example, in the present Italian position, all 
goods going to Italy are pre-entered. 

1750. Dome Itachel Crowdy : Do any of the officials 
here to-day also deal with the drug traffic — do they 
deal with all the export certificates or licences? 

Mr. IF. B. Brown : No. 

1751. JDame Itachel Crowdy : Do any of you know 
the licensing system applied to dangerous drugs in 
Great Britain? 

Mr. IF. B. Brown : I am afraid I do not. 

1752. Dame Itachel Crowdy : Under that system, if 
a licence is issued for the export of drugs, the licence 
is only issued when the importer in the importing 
country gives a certificate from his government that 
those drugs are being received with the knowledge 
and consent of the government. Of course, in the 
case of drugs it says for medical and scientific 
purposes; that is a different thing. Do you feel 
that it would strengthen the application of your 
licensing system if something of that sort were 
introduced in connection with arms? It seems such 
an obvious analogy. 

Mr. IF. B. Brown: The exijort of war material 
is normally to governments already; the government 
is the consignee. 

1753. Dame Itachel Crowdy: But is it always? 

Mr. IF. B. Brown : There are some exceptions 
— the Police Force in Shanghai, for instance; that is 
really a government, although it has not all the 
powers of a government. The war material ordered 
is not shipped to private individuals; and that in 
fact was the reason for the continuation of these 
powers after the War to stop war material ordered 
from getting into the hands of ijrivate sections or 
factions. There are in fact certain countries where 
we do require the production of a certificate from 
the government to which the material is consigned, 
but that is done at the request of those particular 
governments. 

1754. Dame Itachel Crowdy : You never get a case 
in which our manufacturers, for example, ship to 
manufacturers in other countries, possibly to give 
them to a third country? 

Mr. IF. B. Brown : It does happen, but we 
make inquiries as to the ultimate destination, as far 
as we can, before we issue the licence. 

1755. Dame Itachel Crowdy : If you found that the 
inquiries led to rather a suspicion in your mind, you 
would probably not grant the licence? 

Mr. IF. B. Brown : That is so. 

1756. Dame Itachel Crowdy : You answered a ques- 
tion indirectly as to whether the officials here to-day 
see any gap in the existing licensing system, and 
your answer, I understand, was more or less “ No ”? 

Mr. C. J. Flynn : Yes. I think it is reasonably 
satisfactory. I think I can say that any large or 
extensive shipment would certainly be detected. It 
is impossible to say that a separate ijackage or a 
rifle could not be exported. 

1757. Sir Kenneth Lee : We have had it stated in 
evidence that it is a fact that armament firms are 
free to export raw material and partly finished 
material which their associate firms abroad can 
assemble there? 

Mr. IF. B. Brown : That is so. 

1758. Sir Kenneth Lee: Without any restrictions? 

Mr. IF. B. Brown : There is a restriction on 

certain component parts which are specified. 

1759. Professor Gutteridge : Where are those speci- 
fied? 

Mr. IF. St. D. -lenhins: In the Order in 
Council of 1931. 

1760. Sir Kenneth Lee : Except for those component 
parts there is nothing to prevent other parts being 
shipped abroad? 
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Mr. W. B. Brown: That is so. They would 
very probably be component parts which it is very 
difficult to identify as parts of war material. 

1761. Sir Kenneth Lee : In paragraph 22 you say ; 

“ The licence provides that the owner or shipper 
shall, if required by the Customs, produce proof that 
the goods were duly delivered at the destination 
named in the licence.” Is it customary to require 
proof ? 

Mr. C. J. Flynn: We have on occasions re- 
quired proof in cases of suspicion; hut we can only 
call for proof of destination; that is to say, proof 
that the goods have reached the port to which they 
were consigned. That is not, of course, proof that 
they have not reached a prohibited area. The only 
evidence we get is a certificate of landing at the 
foreign port to which the goods were consigned. 
That normally is a certificate signed by the Customs 
Administration of the importing country. 

1762. Sir Kenneth Lee : Then the goods could after- 
wards be delivered to third parties? 

Mr. C. J. Flynn : Yes ; unless, of course, the 
importing country is exercising some prohibition 
itself. 

1763. Sir Kenneth Lee : It has also been said that 
chemicals in the military sense as elements required 
for explosives manufacture are not now included in 
the licensing system? 

Mr. TV. B. Brown : That is so. 

1764. Sir Kenneth Lee : Can you say why they were 
excluded ? 

Mr. TV. B. Brown: It is a question on which 
I cannot express an opinion as to how far our present 
powers go — whether those powers would enable us to 
control all the ingredients of explosives. I am pretty 
sure they would not. To go further and impose a 
prohibition and require a licence for the export of 
many commodities which are used for ordinary pur- 
poses of commerce to a much greater extent than 
they are ever used for war purposes, would be a very 
serious interference with the ordinary trade of the 
country. 

1765. Sir Kenneth Lee : It would be a matter of in- 
convenience if they were included ? 

Mr. TT^ B. Brown: I think so. I doubt 

whether we have the power. The power may extend 
to gases, but I do not think the power would extend 
to raw materials. 

1766. Chairman : When you are speaking of powers 
you are refering to the question to which Sir William 
Jowitt referred us, as to whether or not these par- 
ticular articles or materials come within the terms of 
the prohibition? 

Mr. TV. B. Brown: Of the Customs Act? 

1767. Chairman: Of the 1931 Order in Council. 

Mr. TV. B. Brown : It is a question whether 

this comes under the original statute. 

1768. Sir Kenneth Lee : In Annex I,* paragraph 2, 

there is a statement which says: “ . . .an agree- 

ment has been made with the industry which ensures 
that the firms notify the Air Ministry whenever a 
foreign order is in contemplation.” Could we have a 
copy of that agreement? 

Mr. Slater : That agreement is a confidential 
document, but I could send a copy to the Commission. 

1769. Mr. Spender: There is nothing to prevent 
neutral commodities being brought within the scope 
of the prohibition. Take the case of petrol; you do 
not need a special Act of Parliament to bring that 
in? 

Mr. TV. B. Brown : I think we should. You 
have in mind the special case of the prohibition of 
exports to Italy, which is under the Treaty of Peace 
Act of 1919. We are able to do that as a result of 
decisions at Geneva which are part of the carrying 
out of the Treaty of Peace, and therefore we have 
powers under that Act. 

1770. Mr. Spender : Otherwise you would want a 
special Act of Parliament? 

Mr. TV. B. Brown : I think so. 


* Appendix 1, p.340. 


[^Continued. 


1771. Mr. Spender: It is your view generally, as I 
understand it, that these safeguards could not be 
very greatly improved except by international agree- 
ment? 

Mr. TV. B. Brown : Yes. 

1772. Mr. Spender : Then we should get into a 

different region? 

Mr. TV. B. Brown : Yes. 

1773. Sir Thomas Allen: We have been told that 
we have the strictest licensing system in the world. 
What I would like to ask is: Have we suffered in 
our exports because of our superior efficiency in 
respect of control? 

Major C. S. Napier: I think I may say that 
we have suffered. It is rather a delicate subject. 

1774. Sir Thomas Allen: And the strengthening of 
our licensing system at home, unless that was agreed 
internationally, would further handicap us? 

Major C. S. Napier : Yes. We have always to 
consider what foreign nations are doing on the same 
lines. 

1775. Professor Gutteridge : I take it you have power 
to give a pretty wide interpretation to the term 
“ munitions of war ”, have you not, as used in these 
various enactments? What I am trying to get at is 
this : I notice there is a list scheduled to the Order 
in Council of 1931, and I was wondering how far you 
regard that as imposing a limit upon you, or whether 
in appropriate circumstances you would interpret 
“ munitions of war ” rather more widely than it is 
interpreted in that schedule? 

Mr. TV. B. Brown: It would be possible to 
interpret it still more widely. 

1776. Professor Gutteridge : Would it be possible to 
bring poison gas in under that, do you think? 

Mr. TV. B. Brown: Yes; and there is at present 
a prohibition on the export of poison gas to Italy. 

1777. Professor Gutteridge: Now another matter; I 
do not know who is the appropriate person to tell me 
this, but what about exports to the Dominions and 
other parts of the British Empire? 

Mr. TV. B. Brown : They go under licence. 

1778. Professor Gutteridge : Do you deal with them 
in exactly the same way as you would with exports 
to foreign countries? 

Mr. TT^ B. Brown : No. The licence is merely 
a formality ; they have to have a licence to be pro- 
duced for the satisfaction of the Customs, but it is 
just a formality. 

1779. Professor Gutteridge : Do you make any in- 
quiries as to what is likely to happen to them when 
they get there, if there is any possibility of re- 
export? 

Mr. TV. B. Brown: They are consigned to a 
Dominion Government, and it would be difficult for 
us to inquire. 

1780. Professor Gutteridge : I follow that. They are 
not consigned to individuals, of course? 

Mr. TV. B. Brown: No. The applications in 
fact are made in London by the High Commissioners 
for the Dominions concerned. 

1781. Professor Gutteridge : That ans,wers my ques- 
tion. 

Mr. TV. St. D. Jenkins: And the Grown 

Agents I believe. 

1782. Professor Gutteridge : I should like some more 
information with regard to what happens when muni- 
tions are shipped; I should like to know more about 
the system. When do the goods have to be entered? 

Mr. C. J. Flynn: The prohibited goods? 

1783. Professor Gutteridge : Yes. 

Mr. C. J. Flynn: They have to be entered 
before they can be shipped. 

1784. Professor Gutteridge : That is, before they are 
actually taken down to the ship’s side? 

Mr. C. J. Flynn : Yes. Goods which are sub- 
ject to prohibition have to be entered with the 
Customs, and the licence produced in the ordinary 
way. The exporter will go to the Customs Office and 
produce his documents with his licence ; the licence is 
there examined and sent down to the dock station, 
where the goods are being exported; there the goods 
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must be produced to our officer, who is constantly 
going backwards and forwards checking goods for 
drawback, export under bond and so forth, and the 
shipment has to he actually certified by our officer. 

1785. Professor Gutteridge : But if anyone arrived 
with a case labelled (say) “ Jam ”, containing 
machine guns, he might get it jjassed? 

Air. C. J. Flynn : It is possible. It would 

depend entirely on the vigilance of the officer. I 
should explain that these officers are engaged all 
day and every day on this particular work, and they 
are naturally familiar with the ordinar3’ run of trade; 
they know the tj'pes of packages in which particular 
goods are packed, and their normal destinations, 
and if an3'thing arrived of an unusual kind or in 
unusual quantities it would undoubtedly excite the 
officer’s suspicion. 

1786. Professor Gutteridge : There are obviously 

some goods which could not be smuggled out of the 
country ? 

Mr. 0. J . Flynn : Yes. You could not very well 
take a tank out without the officer seeing it; and I 
think it is true generally that you cannot have any 
considerable exportation without attracting the 
officers’ attention. 

1787. Professor Gutteridge : 'Ihings like hand 

grenades and rifles, and so on, could be smuggled, 
possibly ? 

Mr. C. J. Flynn : Yes, they could possibly be, 
but not in large quantities. A man might have 
one in his baggage and it might not be noticed. 

1788. Professor Gutteridge ; You mean, if you had 
an abnormal number of packages coming along of .a 
certain kind you would begin to get suspicious, 
probably ? 

Mr. C. J. Flynn : Certainly — or of an unusual 
character. 

Alajor C. S. Napier : May I advance a remark 
on the subject of poison gas, to which you were 
referring a moment ago.*’ 

1789. Professor Gutteridge ; Yes. 

Alajor C. S. Napier : I should like to sound a 
note of caution as regards the present embargo on 
poison gas to Italy. That is a specific case; but 
if must be remembered that many poison gases have 
legitimate industrial uses. In the case of Italy it 
does not matter if we err on the side of restricting 
perfectly legitimate trade, but one ought not to 
jump to the conclusion that one could immediately 
apply the same embargo generally without reaction 
on legitimate chemical trades. 

1790. Professor Gutteridge : I follow that. I think 
that, as far as I can see, the schedule to the 1931 
Order seems to cover component parts of most lethal 
weapons, does it not? 

Air. IF. B. Brown : I think so. 

1791. Professor Gutteridge-. I have just been looking 
at it. It has a very wide scope, I think. I do not 
know whether there is a Service representative who 
could hear that out. I think that list would cover 
most component parts, would it not? 

Alajor C. S. Napier : Yes. 

1792. Professor Gutteridge : It is rather difficult to 
think of anything which it would not cover really. 

Air. Slater : It does not cover compoueut parts 
of aircraft, of course. 

1793. Professor Gutteridge : Aircraft components are 
not covered by it? 

Air. Slater : No ; not by the Order. 

1794. Professor Gutteridge : 'There is nothing to pre- 
vent aircraft being exported so long as they are 
not of definite military design? 

Air. Slater : The position there is that aircraft 
do not require a licence unless they are definitely 
armed. 

1795. Professor Gutteridge : That means fitted with 
bombs and machine guns? 

Air. Slater : Yes. 

1796. Professor Gutteridge : Supposing 3'ou had a 
plane which was in fact a military plane, but the 
guns, and so forth, were not fitted to it, would it 
be possible to export it? 


Air. Slater: We ourselves control that, as ex- 
plained in our statement. 

1797. Professor Gutteridge : You would probably 

raise objections? 

Air. Slater : We should say whether it could 
go or not. 

1798. Professor Gutteridge : Because otherwise it 

occurs to me that there is a way of evading the 
whole matter by first of all exporting the plane and 
then exporting the armaments. 

Air. Slater : We control the exiport through 
our arrangements with the firms of all kinds of air- 
craft except purely civilian ah'craft. 

1799. Professor Gutteridge : Have you endeavoured 
to control the export of engines and engine com- 
ponents at all? 

Mr. Slater : Engines, but not engine com- 

ponents. 

1800. Chairman : I wanted to ask a question about 
aircraft, but I omitted to do so. 'The question 1 
wanted to ask was the one which was indicated by 
Professor Gutteridge just now, because one of the 
witnesses whom we have heard referred to this fact, 
or alleged fact, in these terms: “ When the United 
States Senate Committee on Foreign Affairs was 
inquiring into the proposed embargo on war 
materials in 1932 it was stated in evidence (a) that 
European armament firmis were sending high-class 
fighting aircraft to the Canton Government, leaving 
off the machine guns and calling them commercial 
planes, and (b) that armament firms were sending to 
China planes specified as civil, but were sending by 
post the blue prints indicating how these could be 
converted into military planes.” Has anything of the 
kind occurred in this country? Has there been 
any instance of exporting a military plane without 
the guns, and then sending the guns separately? 

Air. IF. B. Brown : Unless the Air Ministry 
could say, I do not think we have any knowledge 
of any such thing ; but I would point out that the 
aeroplane, if it were fitted with gun mountings or 
with bomb racks or with interrupter gear, would be 
subject to licence, and, of course, the subsequent 
export of armaments for the aeroplane would also 
be subject to licence. 

1801. Professor Gutteridge : In other words, it 

would be impossible for that situation to arise 
without a, licence becoming necessary? 

Air. IF. B. Brown : That is so. 

1802. Professor Gutteridge : Perhaps the repre- 

sentative of the Air Ministry would like to answer 
that question? 

Air. Slater : The arming of an aircraft would 
include not only the actual guns, but also the 
arrangements for fitting the guns ; not only the 
bombs, but the arrangements for dropping the 
bombs. If those are on the aircraft, the aircraft 
requires a licence. When they are not, then the 
aeroplane is subject to our unofficial control. 

IfiO'O. Professor Gutteridge : But you would not 

regard the ordinary commercial plane as a thing 
which was adaptable to warlike purposes? 

Air. Slater : I think, to a greater or less 

degree, any aircraft is adaptable to military 
purposes. 

1804. Chairman : We have had a considerable differ- 
ence of opinion about that. Some witnesses say that 
a purely commercial aircraft cannot be adapted, 
whereas others say it can. Your view is that they 
could be adapted, or, at any rate, used? 

Air. Slater : Yes, but I am only giving my 
personal opinion. 

1805. Air. Spender : It has been put to us that it is 
growing more difficult every month ; that the new 
t3'pes of military aircraft are such that the conver- 
sion of commercial aircraft becomes more difficult. 
Is that so? 

Wing-Commander C. E. PL. Aledhurst : The 
term “military use ” has a very wide interpretation. 
If one takes the conveyance of troops behind the 
battle-front, or of petrol for aeroplanes which are 
going to fight, this would he “ military use ”, and 
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any commercial aeroplane could be used for that 
sort of work, although it woidd not be a military 
aeroplane in the true sense of that term. 

1806. Professor Gutteridge : We have been told that 
it is impossible to drop bombs from an ordinary 
commercial plane. Anyone coidd throw a Mills hand 
grenade overboard from a plane, but the result 
from the military point of view would be ■ nil. 
Effective bomb dropping is impossible from a com- 
mercial plane. Do you agree? 

Wing-Commander G. E. II. Medhurst : 

Definitely, unless it is fitted properly as a bomb- 
dropping aeroplane, which would require many 
major modifications. 

1807. Professor Gvtteridge : And they would be 

obvious modifications which would be detected? 

Wing-Commander C. E. H. Medhurst : Yes. 

1808. Sir Thomas Allen : We have been told that 
any civil plane can be converted to that purpose 
within six or eight hours. Would you disagree with 
that? 

Wing-Commander C. E. II. Medhurst : 

Definitely. 

1809. Chairman : The present system with regard 

to aircraft and licensing is really a matter of volun- 
tary arrangement, is it not, between the Govern- 
ment and the various manufacturing firms? 

Mr. Slater : Yes, that is so. 

1810. Chairman : It is a ijurely vohintary arrange- 
ment assented to, I suppose, by the firms? 

Mr. Slater : I wmuld rather put it that we 
imposed it on the firms and they have accepted it. 

1811. Professor Gutteridge : So far as vessels of 

war are concerned, the sj'stem is somewhat differ- 
ent, is it not? 

Mr. IF. St. D. Jenkins : That is so.* 

1812. Professor Gutteridge : That comes under the 
Foreign Enlistment Act, does it not? 

Mr. IF. St. I). Jenkins: The Treaties of 

Washington Act. 

1813. Professor Gutteridge : I see that somewhere 
in, the Memorandum the question is raised as to 
whether similar provisions might not apply to the 
case of aeroplanes. It is suggested that Section 11 
(1 think it is) of the Foreign Enlistment Act might 
apply to aeroplanes? 

Mr. Slater : T think that is rather a doubtful 

point. 

1814. Professor Gutteridge : It is Section S. 

{Extract read.) Is that because hydroplanes might 
conceivably be considered as ships, or wdiat was in 
the mind of the person who compiled the Memo- 
randum and made that statement? It rather in- 
terests me. 

Air. Slater : My information is that Sections 
8 to 10 of the Foreign Enlistment Act definitely do 
not apply to aircraft; and that the application of 
Section 11 is doubtful. 

1815. Professor Gutteridge : 1 liave always held the 
view myself that a hydroplane is not a ship. I sup- 
pose it is based on that, is it? 

Air. Slater : I think it is quite definite that 
a seaplane is not a ship. 

1816. Professor Gutteridge : It might conceivably bo 
a case for the extension of this principle to aero- 
planes; you might have a case of an expedition 
being fitted out in the same way that arises with 
vessels of war? 

Mr. Slater : That is Section 11, I think. 

1817. Professor Gutteridge: Yes. Section 11 is 

wide enough to cover aeroplanes, is it not? “ If 
any person within the limits of Her Majesty’s 
Eoniinions and without the licence of Her Majesty’s 
Government prepares or fits out any naval or military 
expedition ” — that is not likely to happen, but 
there is a possibility? 

illr. Slater : Yes ; I think that certain ex- 
peditions might come within that. I think the 

* See Appendix II. 


application is doubtful. We should require to look 
at the particular circumstances. 

1818. Professor Gutteridge : The thought crossed my 
mind as to whether it was possible there might not 
be a case for the extension of the same sort of 
jjrinciple to aeroplanes as to ships, but it is rather 
difficult to see how it could arise. 

Mr. Slater : I think we meet that point by 
our present arrangements. We do in fact exercise 
that control by our agreement. 

1819. Professor Gutteridge : But your control rests 
upon this agreement, does it not? 

Mr. Slater : Yes. 

1820. Professor Gutteridge : Hav'e you any means of 
knowing what goes on in aircraft factories? 

Mr. Slater : Yes. We have Air Ministry per- 
sonnel permanently stationed there. 

1821. Professor Gutteridge : Is that at each aircraft 
factoi-y ? 

Air. Slater: At each main aircraft factory 

there is a resident technical officer and a resident 
inspector. 

1822. Professor Gutteridge : They ai'e Air Force 

officers, I suppose? 

Mr. Slater : No ; civilians. 

1823. Professor Gutteridge : Servants of the 

Ministry ? 

Mr. Slater : Yes. 

1824. Dame Bachel Crowdy : With regard to the 
question of occasional search to which you referred, 
w'hat exactly was that? 

Air. C. J. Flynn : The occasional examination 
of packages. 

1825. Dame Bachel Crowdy : Have you any particu- 
lar periods of time when search is made, or is it 
only when you are suspicious or when the officer 
feels like searching, or what? 

Mr. C. J. Flynn : It is really left to the dis- 
cretion of the Customs officers. 

1826. Dame Bachel Crowdy: It is arbitrary? 

Air. C. J. Flynn: No; it is covered by law; 
but it is left to the discretion of the officer, and 
where his suspicions are aroused he will examine. 

1827. Dame Bachel Crowdy : Probably only when 
suspicious? 

Air. C. J. Flynn: Probably; but he is required 
to do it occasionally in any case as a record that he 
is carrying out his instructions. 

1828. Dame Bachel Crowdy : You mentioned that 
you thought the manufacturers would object very 
much if there was a much stiffer system of search. 
Are you right in that; because, after all, there has 
been no objection to the new measures with regard 
to searching for dangerous drugs — opium and 
morphine consignments, for instance; that has been 
accepted by the drug manufacturers. Do you think 
it would not be acceptable to the armaments manu- 
facturers? 

Air. C. J. Flynn : I was not thinking of the 
armaments manufacturers; I was thinking about 
the traders in other goods. It is not the 
armament goods only which have to be examined. 
Goods which are absolutely innocent have to be 
examined in case they may contain prohibited 
goods. 

1829. Dame Bachel Crowdy: That applies equally to 
drugs, does it not? Do you think' that there would 
be an outcry if it was applied to armaments? 

Air. C. J. Flynn : I am afraid that any con- 
siderable increase in the examination of goods would 
mean a great delay of the export trade. 

1830. Dame Bachel Crowdy: It would hold up ships? 
Air. C. J. Flynn : Yes. The exporter’s goods 

have to be held up while they are being examined, 
and it may be that the goods are specially packed, 
with the result that he has to send a packer to 
re-pack them when we have examined them, and 
he may lose his ship and very probably his market. 

1831. Dame Bachel Crowdy : Tt would probably 
.slow up shipping generally? 

Air. C. J. Flynn : Undoubtedly. 
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1832. Dame Bachel Crowdy : When you speak of 
licences — this is rather a delicate question — being 
issued by the Board of Trade, do all the requests 
for licences go to a senior and responsible official, 
or do junior officials deal with requests for licences? 

Mr. IF. B. Brown: There are a number of 
applications which are just common form, for material 
which is not really war material, but which is covered 
by the regulations; they are dealt with automatic- 
ally ; but with regard to the rest I have known cases 
which have got up to Cabinet Ministers as to whether 
a licence should be granted. 

1833. Dame Bachel Crowdy : I was meaning applica- 
tions which might not necessarily be suspicious, but 
might give rise to suspicion. Would they be dealt 
with by a junior official, or do all licences have ulti- 
mately to be “ vetted ” by a senior responsible 
official? 

Mr. TF. B. Brown : They would have to go in 
any case to the Foreign Office and the Service De- 
partments. The application would be sent in a 
common-form letter by the official in charge of the 
licensing section of the Board of Trade to those De- 
partments. It is very difficult to say whether there 
is any general rule as to how far it should go. Most 
of the licences which are issued by us — all but 4 per 
cent., I think, of our total number of licences — are 
not for war material properly so called; most of them 
are dealt with by not a very senior official. My 
category is Second Secretary to the Board of Trade, 
and during my short term of office I have seen two 
cases which have been put up to me. 

1834. Dame Bachel Crowdy: There, again, they use 
their discretion? 

Mr. TF. B. Brown ; Yes. I am afraid that is 
necessary in every organisation. 

1835. Dame Bachel Crowdy: I think it is, but I also 
think it is unfortunate. We have had it suggested 
to us once or twice in connection with the licensing 
system that it would be a good plan to have an In- 
ternational Control Board, supposing any inter- 
national agreement could be reached. Do you see 
any difficulty from the British point of view, if such 
a Board were set up, to your sending in the data 


with regard to the number of licences issued, at short 
intervals, say once a fortnight, and for all licences 
to be recorded at a central place? 

Mr. TF. B. Brown : Information could be com- 
piled, and a certain amount of information of that 
kind is now given regularly in Parliament in answer 
to Questions. 

1836. Dame Bachel Crowdy : Do you think it would 
be practicable from the machinery point of view? 

Mr. TF. B. Brown : I think it would be possible 
but the number of licences issued does not neces- 
sarily represent the exports. 

1837. Chairman : We have not asked any questions 
about the Admiralty. I suppose the number of in- 
stances in which this particular question arises with 
regard to the construction of warships does not arise 
very often, does it? 

Mr. TF. St. D. J enkins : No. Compared with 
pre-War, there has been a small number of ships 
built for foreign countries. Since the Armistice there 
has been a certain number of orders, chiefly for 
Portugal and Poland. 

1838. Chairman : And the Treaties of Washington 
Act of 1922 does provide, does it not, for a consider- 
able amount of publicity at all stages, at any rate as 
between the contracting parties? 

Mr. TF. St. D. Jenkins: Oh, j'es, certainly. 
The 3 ’ interchange information. 

1^9. Professor Gvtteridge : Supposing an applica- 
tion is made for the export of naval ordnance, does 
that go to the Admiralty? 

Mr. TF. B. Brown : It comes to the Board of 
Trade in the first place. 

1840. Professor Gutteridge: And is then sent on to 
the Admiralty? 

Mr. W. St. D. Jenkins: Naval Ordnance, 
not fitted in a warship, would come under the 
licensing system on export. 

1841. Professor Gutteridge : But it would come to you 
from the Board of Trade? 

Mr. TF. St. D. Jenkins: Yes. 

Chairman : I think, gentlemen, that is all we 
have to ask you. W’e are very much obliged to you for 
the very full information with which j’ou have 
supplied us, and for coming here to help us. We 
now feel that we have complete information about 
the practice. 


(Adjourned.) 
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APPENDIX I 

memorandum prepared by the board of trade in collaboration 

WITH THE FOREIGN OFFICE, ADMIRALTY, WAR OFFICE, AIR MINISTRY 
AND BOARD OF CUSTOMS AND EXCISE. 

THE LICENSING SYSTEM FOR THE CONTROL OF EXPORTS OF ARMS. 


History of the Control of Exports of Arms from the United Kingdom. 


Legislation. 

1 . Legislation empowering the prohibition of ex- 
port of Arms and Ammunition is traceable as far 
back as the Tonnages and Poundages Act 
(12 Charles II, Cap. 4), and these powers are 
perpetuated in several later Acts, e.g. 175.5, 1825, 
1833 and 1845. In Section 112 of the last-quoted 
Act' (Customs Act, 1845) there is set out in a Table 
of Prohibitions and Restrictions Outwards, the 
following list of goods which may be prohibited to 
be exported by Proclamation or Order in Council : — 

Anns, Ammunition and Gunpowder. 

Military Stores, Naval Stores and any Articles 
(except Copper), which Her Majesty shall judge 
caipable of being converted into or made useful 
in increasing the Quantity of Military or Naval 
Stores. 

Provisions or any Sort of Victual which may 
be used as Food by Man. 

The penalty for contravention of an export pro- 
hibition was forfeiture of the goods. 

2 . With the addition of a clause to cover goods 
“ carried coastwise ” this provision was embodied in 
section 150 of the Customs Consolidation Act of 
1853, which, in turn, was re-enacted without amend- 
ment in Section 138 of the Customs Consolidation 
Act, 1876, and was repeated in Section 8 of the 
Customs and Inland Revenue Act, 1879, in similar 
words with the provision, in addition, of a fine for 
contravention of a prohibition, where previously the 
only penalty had been forfeiture. This last section 
is still in force. 

3. So far, an Order or Proclamation prohibiting 

the export of arms could only be general, that is to 
say, any prohibition had to cover export to all 
destinations. Section 1 of the Exportation of 

Arms Act, 1900, however, power was given to pro- 
hibit, by Proclamation, the exportation of arms to 
any specified country or place “ whenever Her 
Majesty shall judge such prohibition to be expedient 
in order to prevent such arms, ammunition, military 
or naval stores being used against Her Majesty’s 
subjects or forces or against any forces engaged 
in military or naval operations in co-operation with 
Her Majesty’s forces.” The new powers were in- 
tended primarily to prevent the export of arras 
and ammunition to the Boxer insurgents in China. 
Immediately after the Act came into force, however, 
the Boxer rising was suppressed ; and apparently no 
Proclamation prohibiting the export of arms to 
China was actually issued. 

4 . After the outbreak of the European War the 
power to make Proclamations iirohibiting export was 
extended by the Customs (Exportation Restriction) 
Acts, 1914, to cover the export of all articles of any 
description ; and by the Customs (Exportation Re- 
striction) Act, 1915, power was given to secure that 
any article to which a prohibition applied was de- 
livered to an authorised consignee. These extended 
powers were valid only in time of war; but they 
had an important bearing on the development of 
the export licensing system. 

5 . The powers to prohibit the export of articles 
other than arms, ammunition, etc., lapsed after the 
War; but Section 17 of the Finance Act, 1921, 
extended Section 8 of the Customs and Inland 
Revenue Act, 1879, to cover weapons and munitions 
of war of every description, and also firearms not 


being weapons of war and ammunition for such 
firearms. It also gave power to prohibit shipments 
as ship’s stores. 

6. The text of those sections quoted above, which 
are still in force, is given in Annex A. 

The War Period. 

7. Expovt ProliibitioTi . — Until the outbreak of the 
European War, although the necessary power 
existed, there was apparently no actual prohibition 
of the exportation of arms from this country. 

8. In 1914, immediately on the outbreak of war, 
a Proclamation was issued under Section 8 of the 
Customs and Inland Revenue Act, 1879, prohibiting 
the exportation of certain articles, including arms 
and ammunition, to all destinations. The Procla- 
mation was absolute in its terms, i.e., it made no 
mention of exports under licence, but a rough and 
ready export licensing system was devised almost 
immediately. At the outset applications for licences 
were submitted to the Customs, who forwarded them 
to the various Departments interested in the goods. 
In cases of doubt applications were submitted to the 
Committee on Trade with the Enemy — a body which 
had been established at the beginning of the War 
to deal with questions relating to the law on trading 
with the enemy. As the list of prohibited articles 
continued to expand it was found impossible for 
the Committee to deal with the great amount of 
work involved, and the War Trade Department was 
accordingly created by Treasury Minute, dated the 
17th February, 1915, in order to control inter alia 
the issue of export licences. In addition the War 
Trade Department dealt with questions relating 
to the Black Lists, to embargoes, to agreements with 
trading bodies in neutral countries and to trading 
relations with Allies. 

9 . The prohibition of the exportation of war 
material continued without interruption until the 
end of the War, by which time almost everything 
which was capable of being of use to the enemy 
was on the prohibited list. With the cessation of 
hostilities, however, the export restrictions began 
to be relaxed, until the time came when only arms, 
ammunition, etc., remained subject to licence on 
exportation. The War Trade Department was 
wound up, in common with other war-time Depart- 
ments, and the Imports and Exports Licensing 
Section became a unit of the Board of Trade. 

Post-Wau Control. 

1 0. In 1919 the Board of Trade issued an open 
general licence authorising exportation without 
specific licence of cartridges, charges, etc., indus- 
trial explosives, double-barrelled guns and sporting 
rifles to certain destinations. This was subsequently 
modified, at the instance of the Foreign Office, in 
view of the provisions of the Arms Traffic Convention 
of the 10th September, 1919; and the revised open 
general licence excepted consignments to destina- 
tions within the prohibited areas specified in that 
Convention. (See paragraph 12 below.) 

11 . On the 24th March, 1921, the residue of the 
war-time Orders prohibiting the export of war 
material was replaced by a new Order defining, more 
closely than was done in the Acts of Parliament, 
the kinds of material whose export w-as prohibited, 
and making, for the first time, specific provision for 
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licences. The definition included fifteen classes of 
•war material, which, although not quite so comijre- 
hensive, were substantially the same as classes (i) 
to (xv) of the list in the existing Order (see Annex 
(B)), and by a further Order made on the 
13th December, 1921, the prohibition was extended 
to shipment as ship’s stores. This last Order re- 
mained in force until 1931, when the ratification 
of the Ethiopian Arms Traffic Treaty, 1930, made 
it necessary to prohibit the export to Abyssinia of 
arms, including certain articles not subject to the 
requirements of a specific licence, viz., bayonets, 
swords and lances, and of aircraft (see paragraph 16 
below). As the power to pridiibit export to a 
specified country applied only where there were 
actual or threatened hostilities, a special Order 
prohibiting the export to Abyssinia could not be 
made. A new general Order was, therefore, made 
on the 19th May, 1931, extending the export pro- 
hibition to cover aircraft and baj’onets, swords and 
lances, and at the same time an open general 
licence was issued permitting the export of those 
articles to all destinations except Abyssinia. The 
opportunity was taken to include separately in the 
prohibition certain classes of war material which 
had previously been regarded as falling .within the 
classes specified in the 1921 Order. The text of the 
Order, which remains in force to-day, is given in 
Annex B. 

The Anns Teaefic Conventions. 

12. The 1919 Arms Traffic Convention {Cmd. 414) 
signed at St. Germain-en-Laye. — Under Article 1 
of this Convention, the High Contracting Parties 
undertook to prohibit the exportation of a short list 
of “ arms of war,” except under licence. Under 
Article 2, they undertook also to prohibit the ex- 
port of firearms and ammunition, other than arms 
and munitions of war, to certain specified zones. 
These included the zones covered by the Brussels 
Act of 1890 relating to the slave trade. The Con- 
vention also provided for the annual publication of 
certain statistics of licences issued. The export from 
the United Kingdom of the arms to which the Con- 
vention related was already prohibited, so that, 
if the Convention had been ratified, no further action 
on this score would have been necessary so far as 
this country was concerned. The Convention was, 
in fact, never ratified; but His Majesty’s Pleni- 
potentiaries had signed the Protocol which reads as 
follows : — 

“ At the moment of signing the Convention of 
even date relating to the trade in arms and 
ammunition, the undersigned Plenipotentiaries 
declare in the name of their respective Govern- 
ments that they would regard it as contrary to 
the intention of the High Contracting Parties and 
to the spirit of this Convention that, pending 
the coming into force of the Convention, a Con- 
tracting Party should adopt any measure which 
is contrary to its provisions.” 

It was in accordance with the obligations which 
His Majesty’s Government had assumed under the 
Protocol that export of non-military firearms and 
ammunition to the areas specified in the Conven- 
tion .was excepted from the Open General Licence 
of 1919. 

13. The 1925 Arms Traffic Convention is very much 
wider in scope than that of 1919 as regards the 
classes of goods it covers, and in many other respects. 
The special zones in respect of which exceptional 
control has to be exercised, are, however, smaller 
in extent than the prohibited areas defined in the 
1919 Convention. The goods to which the 192-5 Con- 
vention relates are classified into five categories : 
Category I includes arms, ammunition and imple- 
ments of war, exclusively designed and intended for 


laud, sea or aerial warfai-e ; Category II, arms and 
ammunition capable of use for both military and 
other purposes; Category III, vessels of war and 
their armaments; Category IV, aircraft and air- 
craft engines; and Category V, gunpowder and ex- 
plosives, and arms and ammunition of a definitely 
non-military nature. 

14. The Convention stipulates that the export of 
articles falling within Categories I and II shall be 
permitted only under licence issued by the com- 
petent authorities of the exporting countries. As 
regards Category III, the Convention requires each 
Government to publish quarterly a return giving 
certain particulars of each vessel of war constructed 
for, or transferred to, the Government of another 
State. The Convention places no restriction on the 
exportation of articles in Categories IV and V, ex- 
cept when the articles are being sent to the special 
zones, in .which case an export licence is required. 
In 'addition to the provisions relating to export 
licences, there are clauses in the Convention under 
which comprehensive import and export statistics 
have to be published at stated intervals. The form 
the statistics should take is indicated in annexes to 
the Convention itself. 

15. This Convention was ratified by His Majesty’s 
Government in 1930, with the reservation that rati- 
fication .would not become effective until ratification 
by the other principal arms-producing States. This 
condition has not been met, but in general the Con- 
vention pi-ocedure for the licensing of arms, muni- 
tions, implements of war and aircraft is followed in 
this country. 

16. The Ethiopian Arms Traffic Treaty, 1930, 
between the United Kingdom, France, Italy and 
Ethiopia, which was signed in Paris on the 21st 
August, 1930, applies the provisions of the 1925 
Arms Traffic Convention to Abyssinia. It has been 
ratified by all four countries, and His Majesty’s 
Government are, therefore, bound by its provisions 
so far as the export of arms from this country is 
concerned. Broadly speaking, the effect of the 
Treaty is that none of the articles covered by “ The 
Arms Export Prohibition Order, 1931 ”, may be 
imported into Abyssinia except under the authority 
of specific export licences, and export licences are 
not issued for articles falling within Categories I, II 
and rV, unless the application is supported by an 
import permit issued by the Ethiopian Government. 

17. The draft Anns Traffic Convention which is 
now before the League of Nations covers practically 
the same goods as the 1925 Convention except that 
it is more definite in the description of certain 
component parts and it specifies in detail certain 
component parts of aircraft. This greater defini- 
tion would involve some minor amendment of the 
Arms Export Prohibition Order. The draft Conven- 
tion also provides for all aircraft to be subject to 
specific export licences. In some respects the new 
draft Convention is narrower than the 1925 Con- 
vention in that it does not cover explosives and 
weapons which are not used for military purposes, 
nor does it make any provision for special zones. 
The export licences would be issued only on produc- 
tion of permits to import from the importing 
country. The import of arms and ammunition into 
the United Kingdom is already subject to import 
licence. 

18. From the foregoing it will be seen that His 
Majesty’s Government have so far as concerns the 
licensing of arms, munitions and implements of war, 
amended their regulations as necessary from time 
to time so as to be in a position to give effect to the 
international arrangements which have been either 
in prospect or actually put into operation. 


Control of Exports of War Material in the United Kingdom. 


Board op Trade Powers and Action. 

19. The Board of Trade is responsible for the 
issue of Export Licences in connection with the 
control of arms. 


20. The Board of Trade powers to regulate the 
export of arms from the United Kingdom are de- 
rived from Section 8 of the Customs and Inland 
Revenue Act, 1879, as amended and extended by 
Section 1 of the Exportation of Arms Act, 1900, and 
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Section 17 of the Finance Act 1921. Under these 
enactments, power is given to prohibit by Proclama- 
tion or Order-in-Council the export or coastwise ship- 
ment of weapons and munitions of war of every 
description, as well as firearms not being weapons 
of war and ammunition for such firearms, (See 
Annex A.) 

21. The present arms export licensing system has 
been in force without substantial alteration since 
1921 but is now based on the Arms Eixport Prohibi- 
tion brder-in-Council of 1931 which specifies 20 classes 
of material the export of which from the United 
Kingdom is prohibited except under licence. (See 
Annex B.) Open general licences (Annexes C and 
D) issued about the same time as the Order-in- 
•Council permit the unrestricted export (except to 
certain destinations in Asia and Africa) of specified 
materials in those classes, such as shot guns and their 
ammunition and industrial explosives which are not 
in fact war material. The general effect is that 
the export of war material and rifled weapons of 
every description is subject to the issue of a specific 
licence by the Board of Trade, whatever may be the 
destination. (Aii-craft which have no armament do 
not require a specific licence on export unless the 
destination is Abyssinia.) 

22. The general procedure in connection with 
export licences is that application is made to the 
Board of Trade for the issue of a licence. The Board 
then consult the Foreign Office, and also the Service 
Departments in some cases, as to whether a licence 
should be issued, and if no objection is received the 
licence is given. The licence provides that the 
owner or shipper shall, if required by the Customs, 
produce proof that the goods were duly delivered at 
the destination named in the licence. The usual 
form of licence for war material (Annex F) which 
is restricted to exports to foreign governments, has 
no time limit on its validity, but is subject to the 
condition that it “ may be modified or revoked at 
any time by the Board of Trade if they deem it 
necessary to do so (n) in the interests of Impel ial 
security; or (b) in consequence of any international 
agreement to which His Alajesty’s Government are 
or may become a party The alternative form of 
licence (Annex G) which is limited in validity to 
three months and subject to the condition that it 
“ may be modified or revoked at any time by the 
Board of Trade without reason given ” is used in 
those cases in which it is considered necessary to 
have a larger measure of control, e.g., in the case 
of dealers in arms. Thus there is effective contiol 
over the export of all arms and ammunition for war 
purposes. 

Customs Proceduhe on Exportation. 

23. — (a) Arms must be entered before shipment 
under Orders made by the Board of Customs and 
Excise under Section 139 of the Customs Consolida- 
tion Act, 1876. Explosives as defined by the 
Explosives Act, 1875, must also be pre-entered under 
the above Section. (Ordinarily the only Customs 
document required for exported goods is a specifica- 
tion which may be presented six days after the 
exporting vessel has cleared.) 

(b) The Board of Trade licence is endorsed by 
the Customs Officer with the nature and quantity of 
the goods loaded and is then returned to the shipper 
(or where the licence so requires to the Board of 
Trade) until such time as the quantity authorised 
under the licence has been shipped. It is then 
marked “ Exhausted ” and retained in the Depart- 
ment, or, if the terms of the licence so require, 
returned to the Board of Trade. 

(c) The packages are identified by the Customs 
Export Officer prior to shipment. A special watch 
is kept on the loading of goods into ships bound 
for Italy to see that arms do not go on board. An 
occasional test examination of other export goods is 
made with a view to seeing that no arms are shipped 
without pre-entry. 


Admiralty Control over Vessels of War. 

24 . The control of the building, equipping, and 

despatching of vessels of war under the Foreign 
Elnlistment Act, 1870, and the Treaties of 

Washington Act, 1922, is carried out by the 
Admiralty, but naval armaments exported sepa- 
rately from a vessel of war are subject to the 
licensing procedure outlined above. 

Foreign Office Action. 

25 . The Secretary of State for Foreign Affairs is 
concerned in two ways with the issue of licences for 
the exjjort of war material. 

(1) He receives a notification from the Board of 
Trade that a licence has been applied for, and 
advises that the licence should or should not be 
issued. 

(2) In exceptional circumstances he may inform 
the Board of Trade that the export of arms to 
a particular country or region is undesirable. 

26 . Each application for the issue of a licence 
received from the Board of Trade is considered on 
its merits, and consideration is given by the Secre- 
tary of State for Foreign Affairs to the following 
circumstances : — ■ 

(1) The nature of the consignment. 

(2) The consignee. The general practice of His 
Majesty’s Government is to issue licences for 
the export of war material only to governments 
or to the accredited agents of governments for 
delivery to them. In the case of material for 
testing purposes, samples for demonstration or 
exhibition, or accessories, reputable firms may be 
accepted as consignees. 

(3) Conditions obtaining in the country to which 
the arms are to be exported. It may, for 
example, be desirable to refuse or suspend licences 
in time of civil disturbance. 

(4) The international situation. It has, for ex- 
ample, been found desirable to refuse applications 
for licences to export arms to countries whose 
relations with other countries are strained. 

(5) Treaty provisions. The export of arms to 
certain countries, for example, Abyssinia, is regu- 
lated by treaty. The Secretary of State for 
Foreign Affairs satisfies himself that the export 
of a consignment is in accordance with the treaty 
provisions in force before assent to the issue of 
a licence is given. 

(6) Special circumstances. In the case of cer- 
tain countries evidence that the government of 
the importing country has authorised the import 
is required. For example, in the case of China 
the authority of the Chinese Central Government 
countersigned by the Chinese Ambassador in 
London is required before a licence is issued. 
Some other countries have requested that reference 
should be made to their representatives in London 
before licences are issued. 

(7) An embargo on the export of arms to a par- 
ticular country or countries may be in force. 

Action by Service Departments. 

27. The concern of the Service Departments is to 
keep under observation the general trend of exports 
of arms. This information is conveniently obtained 
from the applications for licences. If any unusual 
movement of arms were observed, which bore upon 
the policy of His Majesty’s Government, it would 
be expected that the Service Departments would 
call the attention of the Foreign Oflace to the facts. 

A watch is also kept upon the applications to 
ensure that no weapons of secret design are ex- 
ported; but as stated below the understanding with 
the manufacturers is so close that the possibility 
can virtually be ruled out, quite apart from the 
opera.tion of the licensing system. 
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The Arms Export Licensing System. 


Objects of Licensing System. 

28. From the historical part of this memorandum 
it will have been observed that before the War 
there was a power to prohibit but no licensing 
system. It may therefore be presumed that the 
primary objects of pre-War legislation were to con- 
serve national resources and to prevent in time of 
actual or threatened war the export of arms and 
other material for use against this country and its 
allies. The War brought with it both prohibition of 
exports and a licensing system which survived after 
the War. Since then the powers have been adapted 
in peace time to other purposes, both national and 
international. A problem created by the War is 
described in the preamble to the Arms Traffic Con- 
vention, 1919, as “ the accumulation in various 
parts of the world of considerable quantities of arms 
and munitions of war, the dispersal of which would 
constitute a danger to peace and public order,” 
and the Preamble then goes on to state that “ in 
certain parts of the world it is necessary to exercise 
special supervision over the trade in, and the posses- 
sion of, arms and ammunition.” The maintenance 
of the arms export licensing system, when other 
forms of prohibition on export disappeared after 
the War, appears to have had as its main aims 
the prevention of arms reaching native races, sub- 
versive elements and disarmed ex-enemy countries. 
The system has since found other uses, such as 
facilitating the imposition of embargoes on exports 
of arms and assisting foreign governments in 
regulating arms imports. 

Open Gener.\l Licences. 

29. Under the existing system open general 
licences allow the export, without specific licences, 
of some categories of arms and ammunition and also 
of aircraft and aircraft engines, to any destination 
except certain areas in Asia and Africa. It will 
have been gathered from the historical section of 
this Memorandum that this roundabout method of 
providing for the licensing of the articles in question 
when destined to the special areas was maintained 
because of the limitations of existing legislation 
under which prohibitions relating to the export of 
arms in peace time must be general in character. 
Hence in order to give effect to the Ethiopian Arms 
Treaty a general prohibition had to be put into 
force. 

30. Three Open General Licences have been issued 
by the Board of Trade. The first (Annex C) has 
the effect of requiring the issue of a specific licence 
for the export to Abyssinia of (o) aircraft, assembled 
or dismantled, and aircraft engines, and (6) bayonets, 
swords and lances, and component parts thereof. 
The second (Annex D) has the effect of requiring 
the issue of a specific licence for the export to 
specified land and maritime zones in Africa and 
Asia of (o) smooth bore shot-guns and ammunition 
for use therewith, (6) specified brands of smokeless 
gunpowder used in the manufacture of shot-gun 
cartridges, and specified industrial explosives. The 
third (Annex E) enables persons who hold firearm 
certificates to take abroad, without obtaining a 
specific licence, the firearms and ammunition de- 
scribed in the firearm certificate. 

Specific Export Licences. 

31. So far as concerns the regulation of what is 
without question, war material, specific licences have 
to be obtained from the Board of Trade. The 
general procedure in connection with the issue of 
export licences is stated in paragraph 22 of this 
memorandum. The duty of preventing the export 
of unlicensed exports of arms where a licence is re- 
quired falls upon the Board of Customs and Excise. 

32. The list of Articles for which export licences 
are required is set out in the Arms Export Pro- 
hibition Order 1931 (Annex B). It includes articles 
which are not war material. In fact the number 
of licences issued for war material is only a very 


small percentage of the total number of licences 
issued (see Annex H). Thus specific export licences 
are required under item (iii) for cartridges for 
some kinds of sporting weapons and for firearms 
used for industrial purposes ; under item (iv) for 
explosives which can be used for both military and 
industrial purposes but which are exported for in- 
dustrial purposes; under item (v) for rifled sporting 
weapons and for industrial apparatus such as humane 
cattle killers; and under item (xiii) for the large 
quantities of fuses for industrial use. 

Aircraft. 

33. Unarmed aircraft and aircraft engines would 
not fall within the scope of the system of export 
licences if it were not for the Ethiopian Arms 
Traffic Treaty of 1930 (see paragraph 11), which 
required every consignment of aircraft and aircraft 
engines to Abyssinia to be specifically licensed. But 
the Air Ministry have had for many years a work- 
ing arrangement with the manufacturers who supply 
aircraft and engines for the R.A.F., under which 
the consent of the Ministry is obtained before foreign 
orders for aircraft and engines are accepted and 
that Department consults the Foreign Office where 
considerations of foreign policy appear to be in- 
volved. A note on the Air Ministry action regard- 
ing export by the trade of aircraft and aero engines 
is attached as Annex I. The draft Arms 
Traffic Convention now under consideration by the 
League of Nations provides for the licensing, 
on export, of all aircraft whether military or civil, 
and also aircraft engines, as well as certain definite 
component parts of aircraft. If the Convention 
is brought into operation effect will of course be 
given to this provision. 

Licences issued and refused. 

34. A statistical statement is attached (Annex H) 
which shows the number of arms export licences 
issued and the number of applications for licences 
to export war material refused in each year since 
1929. 

35. The number of licences refused is small but 
this is to be expected as the suppliers well know 
the position and accordingly do not apply for licences 
where they know thej’ will not be granted. Apart 
from this - the Service Departments have a close 
understanding with the manufacturers, which enables 
them effectively to control the export of arms which 
might be prejudicial to Imperial Security without 
recourse to the licensing system. AVhen an embargo 
is in force the situation is that a total prohibition 
on the supply is imposed. If the position is doubt- 
ful the prospective supplier usually makes inquiries 
as to the position before taking steps to endeavour 
to secure an order and accordingly it is unusual 
for an application for a licence to be received when 
the circumstances are such that the application 
would be refused. 

Board of Trade, 

18th November, 1935. 

ANNEX A. 

Extracts from Acts of Parliament. 

Customs and Inland Revenue Act, 1879. 

Section 8.- — The following goods may by proclama- 
tion or Order in Council be xirohibited either to be 
exported or carried coastwise : Arms, ammunition 

and gunpowder, military and naval stores, and any 
articles which Her Majesty shall judge capable of 
being converted into or made useful in increasing 
the quantity of military or naval stores, provisions, 
or any sort of victual which may be used as food for 
man ; and if any goods so prohibited shall be ex- 
ported or brought to any quay or other place to s 
shipped for exportation from the United Kingdom 
or carried coastwise, or be waterborne to be so ox 
ported or carried, they shall be forfeited, and the 
exporter or his agent or the shipper of any 
goods shall be liable to the penalty of one hundred 
pounds. 
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Exportation of Arms Act, 19D0. 

Section 1. — It shall be lawful for Her Majesty by 
proclamation to prohibit the exportation of all or 
any of the following articles, namely ; Arms, 
ammunition, military and naval stores, and any 
article which Her Majesty shall judge capable of 
being converted into or made useful in increasing 
the quantity of arms, ammunition, or military or 
naval stores, to any country or place therein named, 
whenever Her Majesty shall judge such prohibition to 
be expedient, in order to prevent such arms, ammu- 
nition, military or naval stores being used against 
Her Majesty’s subjects or forces, or against any 
forces engaged or which may be engaged in military 
or naval operations in co-operation with Her 
Majesty’s forces. 

Section 2.— This Act shall be read as one with the 
Customs and Inland Revenue Act, 1879, and all the 
provisions of that Act, so far as they are applicable 
to the exportation of prohibited goods, shall apply 
as if they were embodied in this Act, and as if 
section 1 of this Act were part of section 8 of that 
Act. 

Finance Act, 1921. 

Section 17.— (1) Section 8 of the Customs and In- 
land Revenue Act, 1879 (which gives power to pro- 
hibit the exportation and carriage coastwise of 
certain goods), shall extend to weapons and muni- 
tions of war of every description and firearms not 
being aveapons of war, and ammunition for such fire- 
arms, as it applies to the goods therein mentioned. 

(2) The said section, as amended by this section, 
shall extend so as to give power to prohibit the ship- 
ment as ship’s stores, whether on vessels proceeding 
to foreign ports or on coastwise voyages, of any of 
the goods to .whidh the said section applies, and the 
provision in the said section relating to a penalty 
shall have effect accordingly subject to the neces- 
sary modifications. 

ANNEX B. 

The Arms Export Prohibition Order, 

1931. 

At the Court at Buckingham Palace, the 19th day 
of May, 1931. 

Present, 

The King’s Most Excellent Majesty in Council. 

Whereas by Section 8 of “ The Customs and In- 
land Revenue A.ct, 1879 ”, (a) it is provided that 
the following goods may, by Proclamation or Order 
in Council, be prdhibited either to be exported or 
carried coastwise : — Arms, ammunition and gun- 
powder, military and naval stores, and any articles 
which His Majesty shall judge capable of being con- 
verted into or made useful in increasing the quantity 
of military or naval stores, provisions, or any sort 
of victual which may bo used as food for man : 

And whereas bj' Section 17 of the Finance Act, 
1921, (h) it is enacted that Section 8 of the Customs 
and Inland Revenue Act, 1879, shall extend to 
weapons and munitions of war of every description 
and firearms not being weapons of war, and ammu- 
nition for such firearms, as it applies to the goods 
therein mentioned, and that the said section, as so 
amended by this section, shall extend so as to give 
power to prohibit the shipment as ship’s stores, 
.whether on vessels proceeding to foreign ports or on 
coastwise voyages, of any of the goods to which the 
said section applies ; 

And whereas by an Order in Council dated the 
13th December, 1921, (c) made in pursuance of Sec- 
tion 8 of “ The Customs and Inland Revenue Act, 
1879 ”, the exportation from the United Kingdom 
of certain articles .was prohibited ; 

And whereas it is expedient that the said Order 
in Council should be revoked : 

And whereas it is expedient to prohibit the ex- 
portation or shipment as shiii’s stores on vessels pro- 
ceeding to foreign ports of the articles hereinafter 
enumerated : 


Now, therefore. His Majesty is pleased, by and 
with the advice of His Privy Council, to Order, and 
it is hereby ordered, as follows : — 

(1) As from the 1st June, 1931, the following 
articles shall be, and the same are hereby pirohibited 
to he exported from the United Kingdom, or to be 
shipped as shipi’s stores on vessels piroceeding to 
foreign ports, that is to say ; — 

(i) Cannon and other ordnance and com- 
ponent parts thereof; 

(ii) Carriages and mountings and accessories 
for mountings for cannon and other ordnance 
and component parts thereof; 

(iii) Cartridges, charges of all kinds, and com- 
ponent parts thereof ; 

(iv) Explosives of every desoripition ; 

(v) Firearms of every description and com- 
ponent parts thereof; 

(vi) Grenades and component parts thereof; 

(vii) Machine guns, interrupter gears, mount- 
ings for machine guns and component parts 
thereof ; 

(viii) Projectiles of all kinds (except air-gun 
piellets) and component parts thereof; 

(ix) Mines, land or sea, and component parts 
thereof ; 

(x) Depth charges, apparatus for the discharge 
of depth charges, and component parts thereof; 

(xi) Bombs, bombing apparatus, and com- 
ponent parts thereof; 

(xii) Flame-throwers and component parts 
thereof ; 

(xiii) Fuses and component iiarts thereof; 

(xiv) Torpedoes and component xiarts thereof ; 

(xv) Torpedo tubes, or other aiiparatus for dis- 
charging torpedoes; 

(xvi) Fire-control and gun-sighting apparatus 
and component parts thereof; 

(xvii) Aijpliances for use with arms and 
aiJiiaratus exclusively designed and intended for 
land, sea or aerial warfare; 

(xviii) Bayonets, swords and lances, and com- 
ponent iiarts thereof ; 

(xix) Tanks and armoured cars and component 
parts thereof ; 

(xx) Aircraft, assembled or dismantled, and 
aircraft engines. 

Provided always, and it is hereby declared, that 
this Order shall not apply to any exportation or 
shipment as ship’s stores which shall be expressly 
permitted by a licence given by the Board of Trade, 
and in accordance with the conditions (if any) of 
such licence. 

(2) The said Order in Council, dated the 13th 
December, 1921, is hereby revoked. 

(3) This Order may be cited as The Arms Export 
Prohibition Order, 1931. 

M. P. A. Hankey. 

ANNEX C. 

No. G.L. no. 

Open General Export Licence. 

In pursuance of the iiowers conferred upon them 
by the Arms Export Prohibition Order, 1931, the 
Board of Trade do hereby authorise and permit the 
exportation from any port in Great Britain or 
Northern Ireland to all destinations other than 
Abyssinia of the following goods, namely : — 

Aircraft, assembled or dismantled, and aircraft 
engines ; 

Bayonets, swords and lances, and component parts 
thereof ; 

upon the following conditions : — 

(1) That the Owner or Shipper of the said goods, 
if so required by the Commissioners of His 
Majesty’s Customs and Excise, shall produce to 
them, within such time as they may allow, proof 
to their satisfaction that the said goods were duly 
delivered at a destination to which this Licence 
applies. 

{‘2) That this Licence shall be deemed void and 
of no effect in the event of non-comx>liauce with 
condition (1) as set out above. 
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(3) That this Licence may be modified or revoked 
at any time by the Board of Trade without reason 
given. 

(4) That nothing in this Licence contained shall 
affect the powers of the Commissioners of His 
Majesty’s Customs and Excise under any Act 
relating to the Customs or to the export of 
prohibited goods. 

Dated the 1st day of June, 1931. 

H. Fountain, 

An Assistant Secretary 
to the Board of Trade. 

ANNEX D. 

No. G.L. 111. 

Open Generai Export Licence. 

In pursuance of the powers conferred upon them 
by the Arms Export Prohibition Order, 1931, the 
Board of Trade do hereby authorise and permit the 
exportation from any port in Great Britain or 
Northern Ireland to all destinations other than the 
destinations included in the special zones set out 
in the Schedule hereto, of the following goods, 
namely : — 

(а) Smooth-bore shotguns and ammunition for 
use therewith ; 

(б) The following brands of smokeless gun- 
powder used in the manufacture of shotgun cart- 
ridges, namely : — 

Amberite ; 

E.C. No. 3; 

Empire ; 

Ideal ; 

K. S.G.; 

Nobel No. 48; 

Schultze ; 

Shotgun Neonite; 

Smokeless Diamond. 

(c) The following explosives, namely : — 
Amazonite ; 

Amorces ; 

Barwick ; 

Blasting Gelatine; 

Bonbons ; 

Brocalite Gelatine ; 

Detonators ; 

Dynamite ; 

Dynobel ; 

Electric Detonators ; 

Fireworks , 

Fog Signals ; 

Forcite ; 

Gelatine Dynamite; 

Gelignite ; 

Glycerita ; 

Hertford ; 

L. G. Gelatine; 

Monobel ; 

Nobel Gelatine ; 

Rex Powder ; 

Rockite . 

Sabulite, No. 1 ; 

Safety Fuses; 

Samsonite ; 

Stonobel ; 

Super-Cliffite, No. 1 ; 

Super-Cliffite, No. 2; 

Super-Cliffite, No. 3 ; 

Super-Rippite ; 

Super-Sabulite ; 

Thames Powder ; 

Tonite or Cotton Powder, No. 1 ; 
Viking Powder; 

upon the following conditions : — 

(1) That the Owner or Shipper of the said goods, 
if so required by the Commissioners of His 
Majesty’s Customs and Excise, shall iiroduce to 
them, within such time as they may allow, proof 
to their satisfaction that the said goods were 
duly delivered at a destination to which this 
Licence applies. 


(2) That this Licence shall be deemed void and of 
no effect in the event of non-compliance with con- 
dition (1) as set out above. 

(3) That this Licence may be modified or revoked 
at any time by the Board of Trade without reason 
given. 

(4) That nothing in this Licence contained shall 
affect the powers of the Commissioners of His 
Majesty’s Customs and Excise under any Act 
relating to the Customs or to the export of 
prohibited goods. 

Dated the 1st daj' of June, 1931. 

H. Fountain, 

An Assistant Secretary, 
to the Board of Trade. 

SCHEDULE. 

1. Land Zone. 

(a) The whole of the continent of Africa with the 
exception of Egypt, Libya, Tunisia, Algeria, the 
Spanish possessions in North Africa, other than 
Ifni, and of the Union of South Africa, together 
with the territory under its mandate, and of 
Southern Rhodesia. 

This zone also includes the adjacent islands which 
are situated within 100 nautical miles from the 
coast thereof, and also Prince’s Island (Principe), 
in the Bight of Biafra, St. Thomas (Sao Thome), 
Annobon and Socotra, but does not include the 
Spanish Islands situated to the north of the parallel 
of 26° North latitude. 

(h) The Arabian peninsula, Gwadar, Syria and 
Lebanon, Palestine and Transjordan, and Iraq. 

2. Maritime Zone. 

A maritime zone, which includes the Red Sea, 
the Gulf of Aden, the Persian Gulf and the Gulf 
of Oman, and is bounded by a line drawn from and 
following the latitude of Cape Guardafui to the 
point of intersection with longitude 57° East of 
Greenwich and proceeding thence direct to the 
point at which the eastern frontier of Gwadar meets 
the sea. 

ANNEX E. 

No. G.L. 112. 

Open Gener.al Export Licence. 

In pursuance of the powers conferred upon them 
by the Arms Export Prohibition Order, 1931, the 
Board of Trade do hereby authorise and permit the 
exportation from any port in Great Britain or 
Northern Ireland to all destinations by the holder 
of a valid firearm certificate issued under Sec- 
tion 1 (1) of the Firearms Act, 1920, of the following 
good.s, namely, the firearms and ammunition which 
are authorised by the said firearm certificate to be 
held in Great Britain or Northern Ireland upon 
the following conditions : — 

(1) That the firearm certificate shall be pro- 
duced by the holder with the firearms and ammu- 
nition to the Customs Authorities at the port of 
departure at the times of exportation. 

(2) That this Licence shall be deemed void and 
of no effect in the event of non-compliance with 
condition (1) as set out above. 

(3) That this Licence may be modified or re- 
voked at any time by the Board of Trade with- 
out reason given. 

(4) That nothing in this Licence contained shall 
affect the powers of the Commissioners of His 
Majesty’s Customs and Excise under any Act 
relating to the Customs or to the export of pro- 
hibited goods. 

Dated the 1st day of June, 1931. 

(Signed) H. Fountain, 

An Assistant Secretary 

to the Board of Trade. 
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ANNEX F. 
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EXPORT LICENCE. 


In pursuance of the powers conferred upon them by the several Proclamations and 
Orders prohibiting the Exportation of certain articles from the United Kingdom, the 
Board of Trade do hereby authorise and permit 


to export from any port in the United Kingdom to 
consigned to 

(hereinafter referred to as the consignee! 
the following goods, namely, 
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upon the following conditions : — 

(1) That the said goods are delivered to the consignee at the destination 
named in this Licence, and that the Owner or Shipper of the said goods, if so 
required by the Commissioners of His Majesty’s Customs and Excise, shall 
produce to them, within such time as they may allow, proof to their satisfaction 
that the said goods were so delivered. 

(2) That this Licence shall be deemed void and of no effect in the event 
of non-compliance with condition (1) as set out above and as accepted by the 
applicant in his application for this Licence. 

(3) That this Licence may be modified or revoked at any time by the 
Board of Trade if they deem it necessary to do so (a) in the interests of Imperial 
security; or (b) in consequence of any international agreement to which His 
Majesty’s Government are or may become a party. 


Dated the day of 


19 


note. — T he Board of Customs and Excise require pre- Assistant Secretary to the 

entry (i.e. entry and clearance before shipment) of all Board of Trade, 

export prohibited goods. 


NoTE.-If any alteration is desired in this Licence it must he returned with a request for amendment. No 
unauthorised alteration is permissible. 
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ANNEX G. 



In pursuance of the powers conferred upon them by the several Proclamations and 
Orders prohibiting the Exportation of certain articles from the United Kingdom the 
Board of Trade do hereby authorise and permit ’ 


to export from any port in the United Kingdom within a period of three months from 
the date of this Licence, to 


consigned to 


the following goods, namely. 
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upon the following conditions : — 

(1) That the Owner or Shipper of the said goods, if so required by the 
Commissioners of His Majesty’s Customs and Excise, shall produce to them, 
within such time as they may allow, proof to their satisfaction that the said 
goods were duly delivered at the destination named in this Licence. 

(2) That this Licence shall be deemed void and of no effect in the event 
of non-ooinpliance with condition (I) as set out above and as accepted by the 
applicant in his application for this Licence. 

(3) That this Licence may be modified or revoked at any time by the 
Board of Trade without reason given. 


Dated the 


day of 


19 


NOTE. — The Board of Customs and Excise require pre- 
entry (i.e. entry and clearance before shipment) of all Assistant Secretary to the 

export prohibited goods. Board of Trade. 


Note.— If any alteration is desired in this Licence it must be returned with a request fci amendment. No 
unauthorised alteration is permissible. 
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ANNEX H. 


Statement showing the number of 

licences 

included 



in the above statement which 

were issued for 

rATEMENT showing the total number of 

arms ex- 

the exDort of war material, and the number of 

port licences (including licences for 

iudustrial 

annlications for licences for the export 

of war 

purposes and sporting arms) issued in each ol 

material which were refused 

in each 

of the 

the following years: — 


following years ; — 




No. of 


No. of licences. 

Year. 

licences. 

Year. 

Issued. 

Befused. 

1929 

12,598 

1929 

. 325 

5 

1930 

11,314 

1930 

. 411 

3 

1931 

10,992 

1931 

. 435 

1 

1932 

10,897 

1932 

. 410 

3 

1933 

10,539 

1933 

. 413 

— 

1934 

10,485 

1934 

. 413 

7 

1935, to 30th September 

8,289 

1935, to 3uth September ... 

. 309 

7 


ANNEX I. 

Export by the Trade of Aircraft and Aero Engines. 

1. The primary concern of the Air Ministry in 
dealing with exports of aircraft and aero engines is 
to balance the advantages to the industry and to 
national defence of a healthy export trade against 
the necessity of retaining the advantage of whatever 
lead British research and inventive genius give us 
over other nations. 

2. No individual licence is required for the export 
of unarmed aircraft and aero engines, except in 
the single case (until recently) of Ethiopia. To 
ensure that exports are not made w'hich would 
be contrary to public policy an agreement has been 
made with the industry which ensures that the firms 
notify the Air Ministry whenever a foreign order 
is in contemplation. Owing to the good relations 
that exist between the Department and the in- 
dustry and also by reason of the fact that in the 
main the firms depend on Air Ministry orders for 
their livelihood, and that in an extreme case the 
powers of the Official Secrets Acts might be in- 
voked, the firms invariably conform with the wishes 
of the Air Ministry in their dealings with foreign 
customers, notwithstanding that the licensing system 
does not apply (except to the extent stated) to un- 
armed aircraft and engines. For example, in the 
later stages of the Chaco war, the firms loyally 
observed the request of the Air Ministry not to 
supply aircraft to Bolivia and Paraguay. 

3. In order to assist the firms in gauging before- 
hand what aircraft or engines are likely to receive 
approval for export, and at the same time to in- 
dicate to the Press what degree of publicity is per- 
missible, a system has been devised whereby aircraft 
and engines are assigned to three categories. Secret, 

Part Publication and Open. Aircraft and engines 
on the Secret List are not allowed to be described 
or oven mentioned ; those on the Part Publication 
list may be described in general outline, although 
not in detail, and firms are permitted to make 
tentative approaches to foreign powers regarding 
the sale of these aircraft and engines abroad. Those 
on the Open List can, in general, be freely sold 


abroad but the prior consent of the Air Ministry 
is required for the sale of manufacturing rights 
for their construction in foreign countries. 

4. The principles governing the transfer from one 
list to another are as follows; — 

Aircratt. — The Secret stage lasts until the air- 
craft makes its first flight, the Part Publication 
stage until the flrst production order is given by 
the Royal Air Force, or until the Department in- 
dicates that it has no further interest in the type. 

Engines. — The Secret stage lasts until the 
engine has appeared in public (in an aircraft or 
otherwise) or has passed a full Service Type Test; 
the Part Publication stage until the engine is in 
production or is no longer of interest to the 
Service. 

5. The lists are revised every quarter. They in- 
clude aircraft and engines produced by firms on their 
own initiative (“ Private Ventures ”) as well as 
those directly ordered by the Air Ministry. 

6. When an application for concurrence in a 
possible foreign order reaches the Air Ministry, it 
is considered from the following points of view ; — 

(a) Secrecy and effect on our retaining a lead 
in new types. 

(b) Effect on production orders for the Depart- 
ment — orders are only allowed to be accepted pro- 
vided the needs of the Royal Air Force are not 
prejudiced. 

(c) International situation and any embargoes 
which may be in force or in contemplation. 

In accordance with these considerations the firm is 
informed that it may or may not accept the order, 
or that it may accept it subject to restrictions as 
regards the date of delivery or on such other con- 
ditions as may seem necessary. This system has 
worked admirably so far, and so long as the firms 
engaged in the production of military aircraft and 
engines look to the Air Ministry as their primary 
market, it provides a complete and flexible system 
for ensuring any desired degree of control. 
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APPENDIX II 

MEMORANDUM SUBMITTED BY THE ADMIRALTY 

CONSTRUCTION AND EXPORT OF WARSHIPS 


1 . The construction of warships in this country 
by private firms is subject to certain restrictions of 
which the most important are contained in two Acts 
of Parliament. 

Fokeign Enlistment Act. 

2 . Section 8 of the Foreign Enlistment Act, 1870, 
provides, in effect, that any ship destined for naval 
or military service, building or built in this country 
for delivery to a State which has become a belligerent 
in a war in which this country is neutral, shall be 
interned pending the conclusion of hostilities. By 
Section 21 of the Act, the power to seize or detain 
such a ship is vested in naval or military officers on 
full pay, and customs officers, and in practice the 
power would normally be exercised by the latter 
refusing clearance to the ship. Continuous watch is 
maintained by Admiralty Overseers in the various 
shipbuilding centres, and by customs officers through- 
out the country, on any work connected with naval 
construction, and there is a regular exchange of 
information between the two Departments. No 
difficulty, therefore, should occur, upon the Foreign 
Enlistment Act becoming operative, in preventing 
the despatch abroad of any vessels in contravention 
of Section 8. The information thus collected and 
exchanged between the Departments concerned would 
similarly he used to prevent a breach of Section 10 
of the Act which foi'bids any increase of the arma- 
ment or equipment of a belligerent ship visiting 
this country, or of Section II of the Act, which pro- 
hibits the fitting out of any naval or military 
expeditions against the territory of any belligerent 
in a war in which this country is neutral. 

Theaties of Washington Act. 

3. The Treaties of Washington Act, 1922, was 
passed in order to ensure that private firms in this 
country observe the provisions of the Treaty of 
Washington which limit the displacement and arma- 
ment of ships. Section I of the Act renders the con- 
struction of any warship, or the adaptation of any 
ship for use as a vessel of war, subject to the licence 
of the Admiralty, and the delivery of any such vessel 
is also prohibited without a similar licence. It is 
clearly provided in the Act, however, that the pur- 
pose of this licensing system is merely to ensure 
that the firms comply with the provisions of the 
Treaty. 

4 . Article 16 of the Treaty of Washington lays it 
down that if the construction of any vessel of war 
for a non-contracting power is undertaken within 
the jurisdiction of any of the contracting parties, 
such power shall promptly inform the other con- 
tracting parties of the date of the signing of the 
contract and the date on which the keel of the ship 
is laid, and shall also communicate to them the 
following particulars relating to the ship, namely: — 

The standard displacement in tons and metric 
tons of each new ship to be laid down and the 
principal dimensions, namely : — 

Length at waterline : 

Extreme beam at or below waterline : 

Mean draught at standard displacement. 

The date of completion of each new ship and its 
standard displacement in tons and metric tons, 
and the principal dimensions, namely : ■ — 

Length at waterline : 

Extreme beam at or below waterline : 

Mean draught at standard displacement at 

time of completion. 

5. The licensing system is administered by the 
Admiralty as follows ; — • 

Upon the signature of a contract for the con- 
struction of a vessel of war or the adaptation of 


a ship for use as a vessel of war, the firm in ques- 
tion is required to submit an application for a 
licence, giving the principal dimensions of the 
proposed vessel. A specimen form of application 
is attached : see Annex I. 

6. The particulars thus furnished enable the 
Admiralty to decide whether a licence may properly 
be issued. It is a condition of the licence for the 
construction of a vessel of war for a non-contracting 
power that the firm shall supply at the earliest 
possible date the information prescribed by the 
Treaty for communication (through the Foreign 
Office) to the other signatory powers to the Washing- 
ton Treaty (see Condition I, (l)-(3) of Annex I). 

7. The firm is also required to supply the Admiralty 
with drawings showing the general arrangement of 
the ship (or the work to be done) for the information 
of the Admiralty Overseer responsible for the 
inspection. 

8. A copy of each licence is sent to the Board of 
Customs and Excise for information. 

9 . The application for licence to deliver — see 
Annex II — is forwarded to the Admiralty through 
the Overseer, and the granting of the licence is con- 
ditional upon his giving a certificate that the work 
has been carried out generally in conformity with 
the general arrangement drawings. 

10 . It has not been found necessary to attach 
any special conditions to a delivery licence. Con- 
dition I (4) of the building licence requires the firm 
to supply on completion of the vessel the date of 
its completion and its principal dimensions at the 
time of completion for communication to the Signa- 
tory Powers. Steps are taken to ensure that this 
condition is complied with and the information 
given by the firm on completion of the work is 
supplied to the Foreign Office for communication to 
the signatory powers. 

11 . A copy of each application to deliver is 
supplied to the Boai'd of Customs and Excise for 
information. 

12 . When the construction is to the order of the 
Admiralty itself, the firms are granted licences to 
build and deliver without prior application. 

13 . It may also be mentioned that Article 18 of 

the Washington Treaty imposes a restriction on the 
disposal of war vessels which does not involve legis- 
lation. The signatory powers bound themselves 

not to dispose, by gift, sale or any mode of transfer, 
of any vessel of war is such a manner that it might 
become a vessel of war in the navy of any foreign 
power. In pursuance of this obligation, it has been 
the practice of the Admiralty to sell for demolition 
by recognised ship breakers. Exceptionally when 
any obsolete or surplus vessels have been sold, after 
demilitarisation, for further use, the purchaser has 
been required to give a substantial bond that the 
vessel will remain under the British Flag and will 
not be re-sold without the consent of the Admiralty. 

London Navai, Treaty Act. 

14 . Just as the Treaties of Washington Act was 
passed to give effect in this country to the provi- 
sions of the Treaty of Washington, so the London 
Naval Treaty Act, 1930, is intended to enforce in 
this country the provisions of the London Naval 
Treaty. The clauses of that Treaty which chiefly 
affect construction of ships by private firms in this 
country, namely, clause 2 of Article 4, which limits 
the size and ''.rmament of Aircraft Carriers, and 
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clause 4 of Article 7, dealing with Submarines, only 
take effect as from the coming into force of the 
Treaty in respect of all the high contracting parties. 
France and Italy, two of the high contracting 
parties, have not latified the Treaty; consequently 
these clauses are not in force, and the practical effect 
of the London Naval Treaty Act in this connection 
is negligible. 

Annex I. 

Theaties of Washinuton Act, 1922. 

Appeication fob Licence to : — 

(а) Build a vessel of war, 

(б) Alter, arm or equip any ship so as to adajit 

her for use as a vessel of war. 

To be forwarded in duplicate by the Firm making 
application; one copy will be retained at the 
Admiralty whilst the other will be returned to Firm 
in due course. 

Applicants are required to provide such facilities 
as may be desired by the Admiralty either at their 
offices and works or at Admiralty offices for the 
examination of the designs and particulars of the 
vessel in regard to which this application is made. 

Any licence which may be granted will not permit 
or condone any breach by the Licensee or by any 
servant or agent of the Licensee of any provision of 
the Foreign Enlistment Act, 1870. 


Whereas by section 1 sub-section (i) (a) of the 
Treaties of Washington Act, 1922, it is enacted as 
follows : — 

1. — (1) No person shall, without a licence from 
the Admiralty : — 

(a) Within any part of His Majesty’s 
Dominions to which this Act applies, build any 
vessel of war, or alter, arm or equip any ship 
so as to adapt her for use as a vessel of war; 

And whereas by sub-section (2) of the same section 
it is enacted that : — 

(2) An application for a licence under this sec- 
tion shall be accompanied by such designs and 
particulars as the Admiralty may require. 

Now application is hereby made by 


for a licence to 

at 

The principal dimensions of the proposed vessel 
(being such principal dimensions as are referred to 
in Part 3 Section 1 of First Schedule to the Act) 
are as stated on attached sheet, and the Yard number 
for her will be 

The following undertakings are hereby given with 
the intention that they shall become binding on the 
granting of the licence ; — 

(1) To supply, for the examination and reten- 
tion of such Inspecting Officers as the Admiralty 
may appoint, all such designs and particulars as 
those Officers may from time to time require to 
satisfy themselves that the obligations enumerated 
in the First Schedule to the Act will be observed. 

(2) During the construction and on completion of 
the vessel, to afford all necessary facilities for the 
purpose.s of such inspection as the Admiralty may 
consider necessary. 

(3) That the obligations above mentioned will 
be fully observed and that the granting of a licence 
by the Admiralty will not be regarded as waiving 
or dispensing with their full observance or as 
prejudicing any subsequent action by the Admiralty 
under the Act. 

Signature of Applicant 

Stamp or Seal 

Date 

To the Secretary of the Admiralty. 


Licence Gbanted in Accobdancb with the above 
WHITTEN Application. 


of 

are hereby authorised to proceed with the work above 
mentioned on vessel No on the under- 

takings given in the application and on the conditions 
hereinafter mentioned. 

This Licence has no force or effect if any action 
thereunder shall be or become a breach by the 
Licensee or by any servant or agent of the Licensee 
of any provision of the Foreign Enlistment Act, 
1870. 

By Command of Their Lordships. 

Secretary of the Admiralty. 

Date 

The Conditions that aiipear necessary to the 
Admiralty for the purpose of securing the observ- 
ance of the obligations imposed by the Treaty for 
the Limitation of Naval Armament are: — 

1. The following particulars as at (1), (2) and 

(3) are to be supplied to the Admiralty at the 
earliest possible date, and as at (4) on completion 
of the vessel, for communication to the other 
Powers signatory to the Treaty for the Limita- 
tion of Naval Armament, namely: — 

(1) The date of the signing of the contract. 

(2) The date on which the keel is laid. 

(3) The standard displacement in tons and 
metric tons and the principal dimensions, 
namely, length at waterline, extreme beam at 
or below waterline, mean draught at standard 
displacement. 

(4) The date of comiiletion of the vessel and 
its standard displacement in tons and metric tons 
and the principal dimensions, namely, length 
at waterline, extreme beam at or below water- 
line, mean draught at standiCrd displacement, at 
time of completion. 

2 . 

Secretary of the Admiralty. 

Date 

Annex II. 

Tbeaties of Washington Act, 1922. 
Application fob Licence to despatch or deliver, 
or allow to be despatched or delivered, from any 
place within any part of His Majesty’s Dominions to 
which this Act applies a ship which has been built, 
altered, armed or equipped as a vessel of war either 
entirely or partly within His Majesty’s Dominions. 

To be forwarded in duplicate by the Firm making 
application ; one copy will be retained at the 
Admiralty whilst the other will be returned to Firm 
in due course. 

Any licence which may be granted will not permit 
or condone any breach by the Licensee or by any 
servant or agent of the Licensee of any provision 
of the Foreign Enlistment Act, 1870. 


Whereas by section 1 sub-section (1) (a) and (b) 
of the Treaties of Washington Act, 1922, it is enacted 
as follows : — 

1. (1) No person shall, without a licence from 
the Admiralty : — 

(a) within any part of His Majesty’s 
Dominions to which this Act applies, build any 
vessel of ivar, or alter, arm or equip any ship 
so as to adapt her for use as a vessel of war; 

(b) despatch or deliver, or allow to be 
despatched or delivered, from any place within 
any part of His Majesty’s Dominions to which 
this Act applies any ship which has been so 
built, altered, armed or equipped as aforesaid 
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either entirely or partly within His Majesty’s 
Dominions : 


Now application is hereby 
made for a Licence to 


from 


to 


at 


vessel No. 


( despatch 
deliver 

allow to be despatched 
allow to be delivered 


f built as 
J on which 

I has been carried out 
[the work 


licensed by the Admiralty by licence dated 
Signature of Applicant 


Stamp or Seal 


Date 

To the Secretary of the Admiralty. 


Licence Gkanted in Accord.ance with the above 
WRITTEN Application. 

of 


f despatch '| 

are hereby j deliver I 

authorised to ] allow to be despatched ( 

[allow to be delivered J 


vessel No. 


from 


to 


at on the conditions hereinafter 

mentioned. 


This Licence has no force or effect if any action 
thereunder shall be or become a breach by the 
Licensee or by any servant or agent of the Licensee 
of any provision of the Foreign Enlistment Act 
1870. 

By Command of Their Lordships. 

Secretary of the Admiralty. 

Date 

The Conditions that appear necessary to the 
Admiralty for the purpose of securing the observance 
of the obligations imposed by the Treaty for the 
Limitation of Naval Armament are: — 


1 .— 


2 .— 


Secretary of the Admiralty. 
Date 
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APPENDIX III 

Notes on Categoeies of Peohibited Goods in the Aems Expoet Peohibition Oedee, 1931. 


Category. 


Whether war material. 


Whether included in any Ope 
General Licence. 


n 


(i) Cannon and other ordnance and com- 

ponent parts thereof. 

(ii) Carriages and mountings and accessories 

for mountings for cannon and other 
ordnance and component parts thereof, 
(in) Cartridges, charges of all kinds, and com- 
ponent parts thereof. 


All war material 
All war material 


Partly war material 


(iv) Explosives of every description. Partly war material 


(v) Firearms of every description and com- Partly war material 
ponent parts thereof. 


No. 

No. 


Ammunition for smooth bore shot- 
guns (but not their components) 
is covered by Open General 
Licence (G.L.lll). 

Ammunition on personal firearm 
certificates may also be covered 
by G.L.112. 

Specified brands of industrial ex- 
plosives and smokeless gun- 
powder for shotgun cartridges 
covered by G.L.lll. 

Smooth bore shotguns (but not 
component parts) covered by 


(vi) Grenades and component parts thereof 

(vii) Machine guns, interrupter gears, mount- 

ings for machine guns and component 
parts thereof. 

(viii) Projectiles of all kinds (except air-gun 
pellets) and component parts thereof. 

(ix) Mines, land or sea, and component parts 

thereof. 

(x) Depth charges, apparatus for the dis- 

charge of depth charges, and com- 
ponent parts thereof. 

(xi) Bombs, bombing apparatus and com- 

ponent parts thereof. 


All war material 
All war material 

Partly war material 
All war material 
All war material 

All war material 


G.L.lll. 

Personal firearms on a firearm 
certificate, issued by the PoMce, 
covered by G.L.112. 

No. 

No. 


No. 

No. 

No. 


No. 


(xii) Flame-throwers and component parts 
thereof. 

(xiii) Fuses and component parts thereof 
(xiv) Torpedoes and component parts thereof 
,xv) Torpedo tubes, or other apparatus for 
discharging torpedoes. 

(xvi) Fire control and gun sighting apparatus 
and component parts thereof. 

(xvii) Appliances for use with arms and 
apparatus exclusively designed and 
intended for land, sea or aerial W'arfare. 


(xvih) Bayonets, swords and lances, and 
component parts thereof. 


(xix) Tanks and armom'ed cars and com- 


Lioences would not be issued for war material, but licences have been 
issued for similar appliances for destroydng locusts and other pests. 


Partly war material 

All war material 

All war material 

All war material 

All war material. (The interpreta- 
tion of this has been appliances 
for use with arms and appliances 
for use. with apparatus. It covers 
such items as : — 

(1) Belt filling machines (i.e. 
machines for filling rapidly 
machine gun belts). 

(2) Rounds counter gear. (i.e. an 
apparatus fitted to machine 
guns to register the number of 
rounds fired). 

(3) Artillery and infantry range- 
finders. 

(4) Periscopes. 

(5) Depth and roll recorders for 
torpedoes. 

Partly war material, but bayonets 
are not usually exported apart 
from rifles, and swords and 
lances are not modem weapons 
of war. 

All war material 


No. 

No. 

No. 

No. 

No. 


Export covered by Open General 
Licence, G.L.llO. 


No. 


ponent parts thereof. 

(xx) Aircraft, assembled or dismantled, and 
aircraft engines. 


Aircraft without armament or 
apphances and apparatus for use 
with arms are not regarded as 
war material. 


Export of aircraft covered by Open 
General Licence G.L.llO, but 
a specific licence would be re- 
quired for armament including 
armament fittings such as bomb 
racks, intermpter gear and 
torpedo release gear. 
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ROYAL COMMISSION ON THE PRIVATE MANUFACTURE 
OF AND TRADING IN ARMS 


TERMS OF REFERENCE — 

(1) To consider and report upon the practicability and desirability (both from 
the national and international point of view) of the adoption (a) by the United 
Kingdom alone, (&) by the United Kingdom in conjunction with the other 
countries of the world, of a prohibition of private manufacture of and trade in 
arms and munitions of war, and the institution of a State monopoly of such 
manufacture and trade. 

(2) To consider and report whether there are any steps which can usefully 
be taken to remove or minimize the kinds of objections to which private manu- 
facture is stated in Article 8 (5) of the Covenant of the League of Nations to 
be open. 

(3) To examine the present arrangements in force in the United Kingdom 
relative to the control of the export trade in arms and munitions of war, and to 
report whether these arrangements require revision, and, if so, in what directions. 


MINUTES OF EVIDENCE 


TAKEN BEFORE THE 

ROYAL COMMISSION ON THE PRIVATE 
MANUFACTURE OF AND TRADING IN ARMS 

THIRTEENTH DAY 
Wednesday, 8th January, 1936 

Phesent ; 


The lit. Hon. Sir John Eldon Bankes, P.O., G.C.B. (Chairman). 


Sir Philip Gibus, K.B.E. 

Dame Rachel E. Chowdy, D.B.E., R.R.C., LL.D. 
Sir Thomas Allen. 


Sir Kenneth Lee, LL.D. 

Professor H. C. Gtjttebidge, K.C., LL.D., 
Mr. J. A. Spender. 


M.A. 


Mr. E. Twentyman (Secretary). 

Mr. D. Haigh (Assistant Secretary). 


General The Honourable Sir Herbert A. Lawrence, G.C.B. , Commander Sir Charles W. Craven, O.B.E., 
R.N. (retired), Mr. F. C. Y.\pp, Mr. J. Reid Young, C.A., Sir Robert MoLelan and Air. A. Ddnb.ar; 
representing Messrs. Vickers Limited and Associated Companies : called and examined. 


1842. Chairman ; AVe have met to consider the 
evidence submitted on behalf of Alessrs. Vickers 
Limited and their associated companies, including 
the English Steel Corporation. With regard to the 
English Steel Corporation, they submitted a state- 
ment* which is now in print and will be handed to 
the Press and become part of our record. It consists 
niainl 3 ' of a challenge of the accuracy of the state- 
ment made on behalf of the Union of Democratic 
Control with reference to a number of technical 
details. With regard to that, if it becomes material 
for the Commission to form a judgment upon those 
particular matters, they will feel it necessary to call 
in some independent expert advice to deal with those 
technical questions when the time arrives. The state- 
ment of the English Steel Corporation will not be 
gone into to-day any further than I have indicated ; 
it will not be necessary to -call witnesses upon that, 
but if it becomes necessary we shall take independent 
expert advice. 

Then, with regard to the evidence submitted on 
behalf of Alessrs. Vickers Limited and their associated 
companies, I propose, in the first in.stance, to read 
some correspondence which passed between Sir 
Herbert Lawrence, the Chairman, and the Com- 
mission, as indicating the lines upon which their 
evidence has been prepared and the information 
with which we asked them to supply us. The first 
letter is a letter which was written by the Chair- 
man of Vickers Limited to me as Chairman of the 
Commission very soon after the Commission ivas 
appointed and it is in these terms ; 

Vickers Limited, 

Vickers House, 

Broadway, 

Westminster, S.W.l. 

20th February, 1936. 
Sir, 

As Chairman of Vickers Limited and Vickers- 
Armstrongs Limited, I heg to put at the disposal 
of the Royal Commission such information as you 
may require for the purposes of your enquiry. Should 
you or the members of the Commission desire to 
visit our works at Barrow, Newcastle, Sheffield, 
Manchester, Crayford, Southampton and Weybridge, 
we shall gladly make all necessary arrangements. 

I have the honour to be. 

Sir, 

Your obedient Servant, 

(Sgd.) H. A. Lawrence. 

The Rt. Hon. Sir John Eldon Bankes, P.C., G.C.B., 
Royal Commission into the Traffic in Arms, 

2, Whitehall Gardens, 

S.W.l. 

* Appendix 10, p. 413. 


In reply to that, after considering the matter, the 
Commission submitted a questionnaire to Alessrs. 
Vickers, and that was in this form. It is a letter 
ivritten by our Secretary. 

Royal Commission on the Private 

AIanueacture of and Trading in Arms 
8, Buckingham Gate, S.W.l. 

23rd April, 1935. 
Sir, 

With reference to your letter of the 20th February 
last, addressed to Sir John Bankes, I am directed 
by the Royal Commission on the Private Alanufac- 
ture of and Trading in Arms to request that they 
may he furnished for the purposes of their Inquiry 
with full information under the following headings, 
relative to Alessrs. Vickers Ltd. and Messrs. 
Vickers-Armstrongs Ltd. and any subsidiary Com- 
panies under their control: — 

1. The proportion of the total turnover in each 
of the last five j'ears attributable to the produc- 
tion of arms and munitions of war. 

2. The proportion of the turnover in each of the 
last five years, representing arms and munitions 
of ivar, attributable to (a) United Kingdom, 
(b) British Empire and (c) foreign, orders. 

3. The estimated value of plant employed in the 
production of arms and munitions of war that 
would be rendered redundant in the event of the 
establishment of a State monopoly. 

4. The amount of declared profits of each of the 
last five years ; and an estimate of the proportion 
thereof attributable to the production of arms and 
munitions of war. 

(The above to be accompanied by published 
accounts for the five years.) 

5. The average number of employees engaged in 
each of the last five years on the production of 
arms and munitions of war, and other products, 
respectively. 

6. The firm’s capacity for expansion for pur- 
poses of the production of arms and munitions of 
war (a) with, (b) without, the use of plant 
normally employed on other products. What 
■n’ould be the' effect of a State monopoly on the 
firm’s capacity for production of arms and muni- 
tions of war on the outbreak of war ? 

7. Particulars of any agreements with other 
firms engaged in the production of arms and muni- 
tions of war stating the names of the parties, 
British and foreign, to such agreements. 
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8. Details of the firm’s present holdings of the 
capital of other firms, giving names (British and 
foreign), and of the holdings of the firm’s capital 
by other firms, giving names (British and foreign). 

9. The practice of the firm in regard to the 
advertisement of, and the soliciting of orders for, 
arms and munitions of war. 

The phrase “ arms and munitions of war ” should 
be interpreted for the present purpose as including 
(o) all the articles enumerated under headings (i) to 
(xx) of Article (I) of the Arms Eixport Prohibition 
Order, 1931 (S.R. & 0.,I93I, No. 413), and (b) vessels 
of war of all kinds, together with arms, ammuni- 
tion and implements of war mounted on board 
vessels of war and forming part of their normal 
equipment. A copy of the Order-in-Council is en- 
closed for convenience of reference. 

I am at the same time to request that you will 
nominate a representative or representatives to 
appear before the Royal Commission for the purpose 
of giving oral evidence. 

I am to add that a further communication will be 
addressed to you in the event of the Royal Commis- 
sion desiring evidence in regard to other matters 
that may arise in the course of their Inquiry. 

I am. Sir, 

Your obedient Servant, 

(Sgd.) E. Twbntthan. 

General Sir Herbert A. Lawrence, G.O.B., 

Chairman, 

Messrs. Vickers Ltd., 

Messrs. Vickers-Armstrongs Ltd., 

Vickers House, 

Broadway, S.W.I. 

That letter was replied to in these terms : 

The Secretary, 

The Royal Commission on the Private Manu- 
facture of and Trading in Arms, 

8, Buckingham Gate, 

S.W.I. 

2Ist October, 1935. 

Sir, 

In reply to your letters of the 22nd February* 
and 23rd April, 1935, I beg to foi-ward herewith : — 

1. — (a) A general statement on armament manu- 
facture by a private firm, coupled with 

(6) A short history of Vickers Limited and its 
various activities at home and abroad. 

On this paper I shall be glad to appear before 
the Royal Commission and to answer any ques- 
tions on the Company’s policy. 

2. A more elaborate statement on the organisa- 
tion and activities of Vickers-Armstrongs Limited 
which is our main Armament Company. 

3. Replies to the questionnaire with relative 
memoranda. 

On (2) and (3), I suggest that my Colleagues, 
Commander Sir Charles Craven, Mr. F. C. Yapp 
and Mr. J. Reid Young should be called. 

Sir Charles Craven is the Managing Director in 
charge of the works and shipyards of Vickers- 
Armstrongs Limited and its subsidiaries. Mr. F. C. 
Yapp is a Director of Vickers-Armstrongs Limited 
and jointly with Sir Charles Craven is responsible 
for all British and foreign contracts. Mr. Yapp 
is particularly responsible for the appointment and 
supervision of all agents and representatives. Mr. 
Reid Young is Secretary and Chief Accountant 
of Vickers Limited and Vickers-Armstrongs Limited. 

In regard to the questionnaire and the replies 
thereto, every endeavour has been made to deal 
as fully as practicable in a concise form with the 
various questions, but in certain instances which 

* Acknowledgement of letter of 20th February. 


are referred to specifically in Statement No. 3, it 
has not been possible to deal fully with the questions 
as framed and in this connection I have to refer 
to the interview which Air. F. C. Yapp and Mr. 
Reid Young had with the Secretary to the Com- 
mission on the 29th April, 1935, at which certain 
of the difficulties whre explained. 1 wish to say, 
however, that if any amplification of the information 
given is desired every effort will be made to meet 
the wishes of the Commission. 

The Commission will understand that certain of 
the information contained in the answers to the 
questions is of a confidential nature from three 
points of view : — 

(o) As affecting national security. 

(b) As affecting the Company’s interests, 
fc) As affecting the interests of the parties 
to the agreements of which details are given in 
the answer to the questionnaire. 

I respectfully submit that the reply to Question 4 
should not be made public in the detailed form in 
wffiich it is presented but that the published informa- 
tion should be limited to a statement of total profit 
figures as relating to the armament companies of 
the Vibkers Group. A statement — Appendix 4c— 
has been prepared which it is suggested might be 
used, if it meets with the approval of the Commis- 
sion. 

It will be appreciated by the Commission that 
the reply to the first part of Question 6 divulges 
the wartime capacity of the Company expressed in 
man-power and I submit that this information 
should be considered as absolutely secret to tho 
members of the Royal Commission. 

With regard to the reply to Question 7, it will be 
clear to the Commission that many of the Agree- 
ments, particularly those in connection with the 
Steel Industry, are not connected with armaments, 
and are hardly relative to the scope of the inquiry 
now being conducted. It would be unfortunate if 
these agreements were to be made public, as there 
would he every possibility of their publication 
affecting the trade of a great industry and 
particularly the foreign business. 

It will be seen that in Appendix 8, which con- 
tains the information asked for in Question 8, are 
given details of all the Investments of Vickers 
Limited and of the other Companies in the Group. 

A large number of these Investments is in Com- 
panies in no way connected with the Armaments 
Industry and are Investments held in the ordinary 
way of business by the Companies concerned. It is 
thought that the only Investments which would 
prove of interest to the Commission are those which 
are, or might be, indirectly connected with the 
Armaments Industry and that the others are in no 
way relevant to the Commission’s Inquiry. 

No doubt the Commission will understand that 
the publication of a complete list of the Investments 
of the Companies in the Group may be prejudicial to 
the affairs of the Company, and it is felt that it is 
only proper, as safeguarding the interests of the 
Shareholders, that a request should be made to the 
Commission that details of Investments other than 
those connected with the subject of the Inquiry, are 
not made public. 

In order to guide the Commission the Appendix 
has been sub-divided to show : — 

In Part 1 — Investments in Companies in the 
Vickers Group (whether or not connected with 
the Armament Industry) and others, which, to 
the best of our knowledge are engaged in, or 
indirectly connected with the businesses of arma- 
ment manufacture, steel manufacture and ship- 
building, and 

In Part 2 — Other Investments. 

It is not my Company’s desire to prevent the 
publication of anything arising from the Agree- 
ments which have already been made public by the 
United States Special Committee, and in fact, I 
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welcome a full investigation into these Agreements 
and the fullest publicity regarding them. 

I wish to make it clear that in making the above 
submissions, my Company raises no objection to any 
information given in reply to the questionnaire being 
made available to the Defence Departments of the 
country. 

If at a later date it is decided to ask me for 
further information, I shall be only too pleased to 
place ni 3 ’self at the disposal of the Royal 
Commission. 

I have the honour to be. 

Sir, 

Your obedient Servant, 

For Vickers Limited. 

(Sgd.) H. A. Lawrence, 
Chairman. 

Now, I have read that correspondence for two 
reasons. First, because we indicated at the com- 
mencement of our sittings that, as far as possible, 
we should conduct this inquiry in public. But, of 
course, it was obvious that on certain xioints it 
might be necessary to decide that it was reasonable 
that a certain amount of the information given to 
us might be treated as confidential and not made 
public. As a result of our questionnaire, a very 
full answer has been given to all our inquiries by 
Messrs. Vickers and they have indicated in the letter 
the desire that a certain amount of that information 
should be treated as confidential. That seems to us 
to be a reasonable request. The full information is 
contained in this very voluminous document. It is 
divided into parts which will be dealt with publicly 
and parts which will be dealt with in private. 


Having made that preliminary statement, I will 
ask Sir Herbert Lawrence, if he would, to come as 
the first witness and I will ask him also if he would 
either read, or have read for him. Statement No. I, 
which is in print; and then after that, if he wishes 
— as I believe he does wish — to supplement that by 
a further statement. Then will follow any questions 
which the Commission desire to put to him before 
we proceed to take the evidence of the other 
witnesses. 

In the ordinary course, we have given to the 
Press information as to the position of the witness 
and I have here a statement which I will read 
in order that it may become part of the record : 
General The Honourable Sir Herbert A. Lawrence, 
G.C.B., served South Africa, 1899-1902; Darda- 
nelles, 1915; Egypt, 1916; Chief of Staff, Head- 
quarters, British Armies in France, 1918-1919; Mem- 
ber, Royal Commission on' Coal Industry, 1925 ; 
Governor of Wellington College; Hon. LL.D. St. 
Andrew’s University; Hon. D.C.L. Oxford Univer- 
sity; Awarded various French, Belgian, American, 
Roumanian and Japanese Orders; Managing 
Partner of Glyn, Mills & Co., Chairman, Vickei;s 
Limited since 1926; Vickers-Armstrongs Limited 
1928-1935; Director: Bank of Roumania (Chairman); 
Dalgety & Co., Limited, London Midland and Scot- 
tish Railway ; Ottoman Bank (Chairman of London 
Committee); Sun Insurance Office Limited; Sun Life 
Assurance Society. 

Sir Herbert, will you read Statement No. 1 your- 
self, or would you desire to have it read for you? 

Sir Herbert Lawrence : I will read it, if you 
please. Sir. 

1843. Chairman: Yes. 

Sir Herbert Lawrence : (reading) 


STATEMENT No. 1 

A. GENERAL STATEMENT ON ARMAMENT MANUFACTURE BY A PRIVATE FIRM. 


The question of the manufacture of arms by the 
State or by xirivate firms has been obscured by a 
certain amount of prejudice and accusations of cor- 
rupt practice, and by a very imperfect understand- 
ing of what is comprised in the term “ armaments.” 
It is impossible to reply to such accusations in the 
absence of categoric statements. Such statements 
as I have seen liave been largely distortions of facts 
which bear a simple explanation. The prejudice is 
the exxiression of an honourable but perhaps mis- 
taken ideal respecting the sanctity of life and the 
iniquity of war, which must command sympathy. 

I have to deal with the question of the advantage 
or disadvantage to the State of xn'ii’ute manufacture 
of armaments and to assume that armaments are 
required by the modern state under present condi- 
tions. Assuming that armaments are required, it 
is clear that they must be modern, and in a 
mechanical age, thoroughly up-to-date. In order to 
ensure this, if the manufacture of arms is to be a 
function of the State, the State will have to keexi 
large plants in being without having the advantage 
of supplying an export trade or of engaging in com- 
mercial activities. In order to be in a position 
to pass raxiidly from a peace time to a war time 
production, it will have to manufacture on a scale 
far higher than is normally required. After a pro- 
longed pes>'Ce, most of its production would be 
obsolete. 

State manufacture is traditionally unenterprising 
and there will always be a tendency to be satisfied 
with conditions which may be exxiected to “ last my 
time.” In private manufacture there is the restless 
activity which derives from competition, and from 
the fear of being left behind in the race for employ- 
ment. This may be exemplified by the fact that until 
the latter half of last century this country alone was 
armed with smooth bore, muzzle loading guns. 

1844. Chairman: May I interrupt? Was it this 
country only that was armed? 


Sir Herbert Lawrence : What I meant to imply 
was that while other countries were armed with the 
breech loading gun, this country was not so armed. 
(reading) 

It was the genius of Sir A. Noble and his staff at 
Elswick which drove the Government to equip the 
Army with rifled ordnance and breech loading 
mechanism, after they had supplied numerous foreign 
countries. The State has the right to acquire any 
patented new invention which may be developed by 
the enterprises of private firms, a right which is of 
first class importance. Research work is going on 
continuously in the factories of the Vickers Group. 

As an example, it is now realised that a new force 
has arisen which may be a determining factor in 
the war of the future — the aeroplane. One of the 
most important counter weapons for land purposes is 
the anti-aircraft gun. Vickers’ technical staff have 
designed a gun which in competition with the gun 
manufacturers of the world has proved its pre- 
eminence. A demand from abroad has resulted in 
the development of a gun which is unrivalled. Our 
own Government, if it wishes, can get the full advan- 
tage of this development. 

The Dockyards and Arsenals belonging to the State 
are no doubt very highly efficient but in the event 
of war they could not do much more than keep 
abreast of repair work as far as the Navy is con- 
cerned and would be inadequate for the mass produc- 
tion of guns and ammunition. The State can, as 
long as private firms exist, fall back on them to sup- 
plement their normal xiroduction. The Government 
could do what was done in the last war with the 
railways — viz., take over the whole business as a 
going concern,' guarantee a reasonable dividend to 
shareholders, xiro''’ide for dexJreciation and make an 
agreed paj’ment for obsolescence when the factories 
were returned to private ownership. On the other 
hand, to acquire existing factories and operate them 
for the Government in peace time would entail a cost 
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which is dealt with to some extent in the third paper 
placed before the Royal Commission. 

1845. Chairman : J ust one moment. When you 

speak of “ third paper ” there you mean the third 
statement.* 

Sir Herbert Lawrence : That is so. (reading) 
I have remarked in the first paragraph of my 
statement that I think there has been a good deal 
of misunderstanding, certainly in the minds of the 
witnesses who have given evidence before the Com- 
mission, as to what is comprised in the term 
“ armaments.” Speaking from the point of view of 
my own Company, I wish to take this opportunity 
of impressing on the Commission that when we, that 
is Vickers-Armstrongs Limited, are considering the 
term “ armaments,” we do not think in terms of 
shells, which it is admitted are manufactures which 
could be undertaken • by any mass production 
engineering concern equipped with suitable modern 
machine tools and with unskilled labour, but we 
think in terms of the more advanced and com- 
plicated type of armaments such as : — 

Warships, 

Heavy guns, breech mechanisms and sights. 

Gun mountings and field carriages. 

Director firing gear and fire control appliances. 
Torpedoes and torpedo tubes. 

Puses and cartridge cases. 

Automatic guns, 
and work of this nature. 

So far as shells are concerned, the only type of 
this product which is, in the view of my Company’s 


experts, regarded as a specialised form of armament 
manufacture is the armour piercing shell. I lay 
stress on this point because from my reading of the 
evidence which has been given before the Commis- 
sion by witnesses who refer to the matter it appears 
to me that it is correct to say that they are thinking 
in general terms of such products as shells and rifles. 
I desire to take this opportunity of impressing on 
the Commission the fact that my Company, while 
equipped to a certain extent to undertake the manu- 
facture of these two last-mentioned items, do not 
attach any importance thereto from the point of view 
of armament manufacture in war time, but regard 
themselves as specialists, and highly equipped 
specialists, for the production of the more com- 
plicated and specialised forms of armaments referred 
to above. While stressing this point I have not lost 
sight of the fact that in forwarding the questionnaire 
the Commission appreciates the wide and in many 
directions highly specialised field covered by the 
general term “ armament manufacture ” and has, in 
fact, given a definition of what it regards as covered 
by that term. 

1846. Chairman : That is the end of the first part 
of Statement No. I. Now, do you wish one of your 
other witnesses to deal with the second j>art, or 
will you read it? 

Sir Herbert Laiurence: With your permission. 
Sir, I will ask Mr. Reid Young to read the second 
paper. 

Mr. Held Young read portions of the 
folloiuing statement , as indicated by the Chairman. 
The remainder teas taken as read: — 


B. VICKERS GROUP— BRIEF HISTORICAL SURVEY. 


The Company wms registered on I7th April, 1867, 
as Vickers Sons & Company, Limited, with a capital 
of 1,550 shares of £100 each, to take over the busi- 
ness of Naylor Vickers & Company, Steel Makers 
and Manufacturers, of Sheffield. 

The business of Naylor Vickers & Company was 
originally established in the latter part of the 18th 
century by Mr. George Naylor, who took into 
partnership in 1829 his son-in-law, Mr. Edward 
Vickers. The Company was engaged in heavy 
engineering and steel manufacture. In addition to 
producing tyres and crank axles for railways and 
general castings, the Company made gun forgings to 
Government orders. In 1888, the Government was 
desirous of increasing the nation’s resources for the 
production of armaments and offered the Company 
an order of £250,000 with the prospect of more orders 
to follow if a gun-making plant were laid down. 
The Company thereupon entered into this important 
undertaking and the first gun successfully passed its 
trials in the same year. 

Before 1888 Armour Plate was made of wrought 
iron with a steel face, but in that year Vickers 
produced an all-steel armour plate which was 
adopted by the Admiralty. 

In 1897 the Works of the Naval Construction & 
Armaments Company Limited at Barrow-in-Furness 
were purchased, and in the same jmar an agreement 
was entered into whereby the Company acquired, 
as on the 1st October, 1896, the business of The 
Maxim Nordenfelt Guns and Ammunition Company 
Limited. Following this, on the 4th November, 
1897, the name of the Company was changed to 
Vickers Sons & Maxim Limited, and on the 24th 
April, 1911, the name was again changed to its 
present title of Vickers Limited. 

During the Great War the Company placed the 
w'hole of its resources at the disposal of the Govern- 
ment and made enormous extensions to its works 
and the works of its subsidiaries, in order to meet 
the requirements of the Government for delivery of 

* See p. 374. 


ships, armaments and war material. On cessation 
of hostilities, the Company and its subsidiaries w'ere 
left with these large Works and a very compre- 
hensive programme was entered into to endeavour 
to find classes of manufacture to meet the reduced 
peace-time call for armaments and to keep the 
Works fully engaged. This peace-time programme 
was naturally very extensive and, unfortunately, in 
a number of cases, far from successful. In 1926 it 
became necessary, in view of the losses sustained 
in an endeavour to find commercial engineering 
work and the reduced earning power resulting from 
the post-war conditions, to write down the assets 
of the Company to a figure which could be regarded 
as their proper value and to provide for contingent 
and other liabilities of the Company. The amount 
required for this was £12,442,366 6s. and was pro- 
vided as follows : — 

£ s„ d. 

By writing off two-thirds of the 

issued Ordinary Share Capital 8,210,322 0 0 
By appropriating out of Re- 
serve Fund an amount of ... 3,600,000 0 0 

By appropriations from Profit 

and Loss Account ... ... 632,044 6 0 

£12,442,366 6 0 


About the year 1918 Vickers Limited became very 
largely interested in electrical work and had con- 
sidered the desirability of erecting large works to 
cope with this class of business. At this time, how- 
ever, an opportunity arose to become associated with 
Metropolitan Carriage Wagon & Finance Company 
Limited, a Company primarily engaged in the manu- 
facture of Railway Rolling Stock. The two Co™- 
panies had very, large interests in the British 
Westinghouse Electric & Manufacturing Company 
Limited, and other electrical engineering under- 
takings and it was considered it would he desirable 
to amalgamate the interests of both under one 
control on account of the community of interest m 
the electrical industry, and by reason of the fact 
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that the alliance with Vickers of the Rolling Stock 
business would be of advantage. As a result, 
Vickers Limited acquired the whole of the Preference 
Shares and 99-99 per cent, of the Ordinary Shares 
of the Metropolitan Company for Shares in its 
own capital and for cash. 

The Company, in 1927, agreed to the fusion with 
Sir W. G. Armstrong Whitworth & Company 
Limited (now called Armstrong Whitworth Securities 
Company, Limited) of the armament, main ship- 
building and certain commercial interests of the two 
Companies, and transferred to a new Company, 
formed for that purpose on the 31st December, 1927, 
under the style of Vickers-Armstrongs Limited for 
Shares, its works at Sheffield, Barrow, Erith and 
Dartford, the ranges at Eskmeals, Swanley and 
Eynsford, and the Experimental Tank at St. Alhans, 
together with its interest and holdings of shares in 
a number of Companies engaged in shipbuilding, 
the manufacture of armaments, steel, etc. 

Later, an agreement was entered into between 
Vickers Limited, Vickers-Armstrongs Limited and 
Cammell Laird & Company, Limited for the concen- 
tration of the steel interests of those Companies. 
As a result of this, Einglish Steel Corporation 
Limited was registered on 13th March, 1929, and 
Vickers transferred to that Company for Shares its 
holding in Taylor Bros. & Company, Limited, and 
other Companies connected with the steel industry, 
and certain property at Sheffield. 

Following the formation of Vickers-Armstrongs 
Limited, Vickers Limited directly operated two 
Works only, and it was decided to form private 
limited companies to take oven these establishmmits. 
Vickers (Crayford) Limited w'as formed on the 29th 
June 1928, to carry on the engineering activities 
at the Oi-ayford AVorks and Vickers (Aviation) 
Limited was registered on the same day to take over 
the aviation business at Weybridge. 

As previously stated, the original issued capital 
of the Company was £155,000. This was increased 
from time to time until it reached the figure of 
£20,679,290, hut in 1926 was reduced by 
£8,210,322 to £12,468,968, made up as under: — 

£ 

750,000 


£750,000 Prefei-red 5 per cent. Stock 
750,000 5 per cent. Preference 

Shares of £1 each (fully paid) ... 
6,863,807 5 per cent, (tax free) 

Cumulative Preference Shares of £1 

each (fully paid) 

12,315,483 Ordinary Shares lof 

6s. 8d. each (fully paid) ... 


The authorised capital is: — 

£7.50,000 Prefei-red 5 per cent. Stock 
750,000 5 per cent. Preference 

Shares of £1 each ... 

7.000. 000 5 per cent. Cumulative 
Preference Shares of £1 each (free 
of tax up to 6s. in the £) ... 

54.000. 000 Ordinary Shares of 

6s. 8d. each 


The debenture capital is : — 

4 per cent. First Mort- 
gage Debenture Stock £1,250,000 

Less Redeemed and can- 
celled ... ... ... 12,452 


750,000 


Below are shown the dividends paid on the 
Ordinary Share Capital since the inception of the 
Company : — 

Year. 

1868 ... 

1869 ... 


1870 

1871 

1872 

1873 

1874 

1875 

1876 

1877 

1878 


1879 

1880 
1881 


1882 

1883 

1884 

1885 

1886 

1887 

1888 

1889 

1890 

1891 

1892 

1893 

1894 

1895 

1896 

1897 

1898 


6^ per cent. First Mort- 
gage Debenture Stock 


6,863,807 

1899 

4,105,161 


£12,468,968 

1900 

1901 


1902 

750,000 

1903 

1904 

750,000 

1905 

1906 


1907 

7,000,000 

1908 


1909 

18,000,000 

1910 

£26,500,000 

1911 

1912 


1913 


1914 


1915 


1916 


1917 

£1,237,548 


2,000,000 

1918 



1919 

£3,237,548 



.All above free of tax. 


Per cent. 

10 

124 

124 

74 

10 

&4 

9 
6 
6 

10 

84 

on old shares 

44. 

on new issue 

84 

124 

12 

on old shaves 

6 

on new issue 

134 

15 

14 

14 

14 
4 
4 

64 

74 

64 

64 

4 

74 

10 & 5 
bonus 
10 & 5 
bonus 

15 

15 & 5 
interest to 
Nordenfelt 
shareholders 
in lieu of 
dividend 
20 

on old shares 
15 

on new issue 
20 
15 
124 

10 
124 
15 
15 
15 
10 
10 
10 
10 
10 
124 
124 
124 
124 
124 


124 

114 


Both free of tax up to 5s. 
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Y ear. 

1920 

1921 

1922 

1923 

1924 

1925 

1926 

1927 

1928 

1929 

1930 

1931 

1932 

1933 

1934 

1921-1934 all less ta 


Per cent. 
Nil 
5 

5 

Nil 

Nil 

Nil 

Nil 

8 

8 

8 

8 

6 
4 
4 
6 


It is thought that at this point it would be con- 
venient to give a statement showing the present 
composition of the Vickers Group, and the nature 
of the business carried on by each Company. This is 
given hereunder : — 

Vickers Limited — Holding Company, controlling: — 

A. Vickers - Armstrongs, Limited — Shipbuilders, 
Engineers and Armament Manufacturers, 
which controls : — 

Palmers Eebbum Co., Ltd. — Ship Repairers, 
Drydock Owners, etc. 

The Plaetncia de las Armas Co., Ltd. — Holding 
company, which controls Sociedad Anonima 
de Placencia de las Armas — Armament 
Manufacturers and General Engineers. 

The Thames Ammunition Works, Ltd. — Explosives 
Manufacturers and Ammunition Filling. 

The Variable Speed Gear, Limited — Hydraulic 
Variable Speed Gears and Pump Manufac- 
turers. 

Vickers [Ireland), Limited — Engineers and Ship- 
builders. 

The Whitehead Torpedo Co., Ltd. — Manufacturers 
of Torpedoes, etc. 

English Steel Corporation Ltd. — Manufao 
turers of Commercial Steels, Armour Plate, 
Heavy Forgings, etc., which controls: — 

The Darlington Forge Limited. — Forgemasters 
(not active). 

Firth-Vickers Stainless Steels Ltd. — (jointly 
with Thomas Firth & John Brown Limited). 
— Manufacturers of Stainless Steels. 

Industrial Steels Ltd. — Commercial Steels 
Sales Company. 

Taylor Bros. & Co., Ltd. — Manufacturers of 
Wheels, Tyres and Axles. 


B. Metropolitan-Cammell Carriage & Wagon Co., 
Limited — (jointly with Cammell Laird & Co., 
Ltd.). — Manufacturers of Railway Rolling 
Stock and Bus Bodies, which controls : — 

The Leeds Forge Co., Ltd. — Retained for regis- 
tration purposes only. 

G. H. Sheffield <fr Go. (Engineers), Ltd. — General 
Engineers and Agents. 

Metropolitan-Cammell-Weymann Motor Bodies 
Ltd. — Bus sales Company. 

The Midland Bailway Carriage <i Wagon Co., 
Ltd. — Railway Wagon Hirers. 

The Patent Shaft & Axletree Co., Limited . — 
Iron and Steel manufacturers. 

The Willingsworth Iron Co., Limited . — Iron 
manufacturers (closed down except for sale 
of slag). 

Companies kept alive to preserve trade names 
only : — 

Ashbury Bailway Carriage & Iron Co., Ltd. 
Lancaster Bailway Carriage & Wagon Co., 
Ltd. 

Brown Marshalls & Co., Limited. 

Oldbury Bailway Carriage & Wagon Co., Ltd. 
Blake Boiler Wagon & Engineering Co., Ltd. 


C. Other Manufacturing Companies : — 

Bobert Boby Limited . — Manufacturers of 

Materials Handling Plant, Brewery 
Machinery, etc. 

Cooke Troughton & Simms Ltd. — Scientific In- 
strument Makers, which controls : — 

British Separators Limited. — Factors of 
“ Vickcen ” Oil Separators. 

The loco Bubber & Waterproofing Co., Ltd . — 
India Rubber Manufacturers and Proofers. 

Vickers (Aviation) Limited.— Aircraft Manufac- 
turers, which controls : — 

The Supermarine Aviation Works (Vickers) 
Ltd. — Aircraft Manufacturers. 

Viekers Train Lighting Co., Ltd. — Factors of 
Train Lighting Equipment. 

D. Finance and Property Owning Companies: — 

Electric Holdings Limited. — Holding and In- 
vestment Company, which controls : — 

Airship Guarantee Co., Ltd.— Retained for 
registration purposes only. 

The Broadway Finance & Investment Co., 
Ltd. — ^Holding and Investment Company. 

Steel Investments Limited. — ^Investment Com- 
pany. 

Manufacturers Estates & Assets Co., Limited. 
— Estates Company, which controls : — 
Isle of Walney Estates Co., Ltd. — Estate 
Company, which in its turn controls : — 
The Barrow S District Permanent Bene- 
fit Building Society. — ^Building Society. 

E. Agency, etc.. Companies: — 

British Australasian Traeto.r Co. (Proprietary) 
Ltd. (through the Broadway Finance & In- 
vestment Co., Ltd.) formed for trading in 
Agricultural Tractors — business now being 
wound up. 

Vickers & Metropolitan Carriage (South Africa) 
Ltd. — Agency Company. 

Vickers (India) Limited. — Agency Company. 

It will be apparent from the foregoing statement 
that the following are the concerns engaged either 
wholly or partially in the manufacture of munitions 
of war in which either Vickers Limited or Vickers- 
Armstrongs Limited has a controlling interest, 
although it is to be noted that many of the Com- 
panies mentioned have important commercial 
interests : — 

Vickers Limited. 

Vickers- Armstrongs Limited. 

Vickers (Aviation) Limited, and The Super- 
marine Aviation Works (Vickers) Limited. 

Vickers-Armstrongs Limited. 

English Steel Corporation Limited. 

B.A. de Placencia de las Armas (through 
The Placencia de las Armas Co., Limited). 

The Thames Ammunition Works Limited. 

The Whitehead Torpedo Co., Limited. 

It may bo mentioned here that in the information 
furnished to the Commission particulars regarding 
S.A. de Placencia de las Armas, have been omitted, 
since all that Company’s manufacturing and trading 
activities are centred in Spain. 

Foreign Interests. 

The foreign armament investments of the Group 
are as under: — 

Japan. 

1. 25 per cent, of the capital of Kabushiki 
Kwaisha Nihon Seikosho, a Company engaged in 
the manufacture of ordnance and shipbuilding 
material machinery, etc. 

2. 20 per cent, of the capital of Wanishi Kozan 
Kabushiki Kwaisha which is, since the recent sale 
of iron and steel plant to the Nihon Seitetsu 
Kwaisha, mainly a holding company. 
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Spain. 

1. 21 per cent, of the capital of La Sociedad 
Espanola de Construccion Naval, a Company 
mainly engaged in armament and shiiibuilding 
work. Vickers- Armstrongs Limited, jointly with 
John Brown & Co., Limited, are Technical Advisers 
to La Sociedad. 

2. S.A. de Placencia de las Armas holds 22 per 
cent, of the issued capital of Experiencias Indus- 
triales S.A., a Company engaged in the manufac- 
ture of armaments and commercial electrical work. 

Boumania. 

Electric Holdings Limited has an investment of 
13i per cent, of the issued capital of a holding 
Company domiciled in Monaco and called Cie 
Europeenne de Participations Industrielles, which 
Company has an interest in Acieries et Domaines 
de Resita, an important Company in Roumania 
engaged in the heavy industries and the manu-. 
facture of armaments. 

An investment of 20i per cent, of the issued 
capital of Uzinele Metalurgice Copsa Mica si 
Cugir is held by Vickers-Armstrongs Limited, such 
having been received as consideration for 
machinery supplied. 

The only foreign investments, other than those 
mentioned specifically above, are in Companies en- 
gaged in electrical undertakings and the manufac- 
ture of commercial products. 

A great deal has been written regarding the suip- 
posed ramifications of the Vickers Group, the im- 
plication being that it has worldwide con- 
nections, control over many foreign Companies, and 
in short, is a member of what has been styled “ An 
International Armaments Ring.” Such views, while 
no doubt quite sincerely held, are based upon a com- 
plete misapprehension of the actual facts as will be 
demonstrated by the statement of the present com- 
position of the Vickers Group and of its foreign 
interests given in this memorandum. It is desired 
to state now, however, that Vickers Limited and/or 
its Subsidiary and Associated Companies, are not 
members of an international armaments ring, neither 
do they control any foreign companies whatsoever 
either by shareholding, by nomination of Directors 
or by agreements in any form. The Placencia de las 
Armas Co., Limited, is a British registered Company 
and controls S.A. de Placencia de las Armas, a 
Spanish company having small works in Spain 
primarily for the production of arms. 

1847. Chairman : Thank you. I will ask Sir Charles 
Craven to deal with the next Statement. Sir 
Herbert, if you wish to add something to the printed 
statement, now is the time to do it, please. 

Sir Herbert Lawrence : With your permission. Sir, 
I do not desire at this stage to make any lengthy 
supplementary statement, particularly as my com- 
panies have endeavoured to supply to the Ckimmission 
all the information and particulars for which they 
have been asked. The Vickers group of companies 
have been anxious from the outset of this inquiry to 
afford all information which it lay within their power 
to supply to assist the members of the Commission 
in arriving at their recommendations on the refer- 
ence which has been made to them, and I trust that 
the Commission holds the view that my companies 
have endeavoured to be helpful. 

At the same time, I should like to address you 
quite shortly on a few matters which appear to me 
to be of major importance. 

1. The Composition of the Viokebs Gboup. — The 
Commission will appreciate that in the case of an 
organisation of the size of the Vickers group events 
happen from day to day which in some way or other 
affect the structure of the group and the invest- 
ments held by the various constituent companies. 
In this connection a supplementary statement* 


giving a note of the changes which have taken place 
was sent to the Commission and no doubt has been 
before the members. There is one matter, however, 
to which I would make reference which has 
materialised since that supplementary statement was 
sent in. In view of the acquisition by Vickers 
Limited of the whole of the capital of Vickers- 
Armstrongs Limited and the elimination thereby of 
outside shareholders in that company, Vickers- 
Armstrongs Limited .was, on the 19th December, 1935, 
changed from a public company to a private com- 
liany, and on the 1st January, 1936, the board of 
the company was reconstituted and to-day is as 
follows : — 

Commander Sir Charles Craven, R.N. {Chairman). 

General Sir J. P. Noel Birch. 

Mr. J. Callander. 

Sir A. George Hadcock. 

Mr. F. C. Yapp. 

Mr. J. Reid Young. 

It will be seen therefore that the following directors 
who sat on the board of Vickers-Armstrongs Limited 
as nominees of the Armstrong Whitworth interests, 
namely : — 

Sir James A. Cooper, 

Alajor-General G. P. Dawnay, 

Sir Otto Niemeyer, 
have now retired from the board. 

The Union of Democratic Control made extensive 
reference to what have been termed the world wide 
ramifications of the Vickers group and in support 
of the statement has furnished to the Commission 
a chart setting out these supposed ramifications. In 
regard to this I assume that from a perusal of the 
statement* of the structure of the Vickers group 
with the supporting documents put forward by 
Vickers Limited the members of the Commission null 
be convinced of the misleading nature of the chart 
prepared by the Union of Democratic Control. 

2. Relations of Viokebs Limited with various 
Banking Houses. — I joined the board of Vickers 
Limited in 1921, at the request of the then board of 
Vickers, in order to advise upon financial matters. 

Glyn Mills & Co., of which bank I am a managing 
partner have been bankers to Vickers Limited since 
1869 and have also been trustees to the debenture 
holders and registrars for a very considerable period. 
Glyns appear as owners of a large block of shares 
in Vickers-Armstrongs Limited but such shares are 
held as trustees for the debenture holders of Vickers 
and the bank has no beneficial interest in the 
security. Except as appears above the relations 
between Glyns and Vickers have throughout been 
purely those of banker and customer. 

It happens that I am also chairman of the London 
Committee of the Ottoman Bank and the Bank of 
Roumania and was chairman of the Anglo-Inter- 
national Bank. None of these institutions has any 
business relations of any importance with Vickers 
though naturally it is possible that from time to 
time either the Ottoman Bank or the Bank of 
Roumania may have been instrumental in pur- 
chasing currency in either Turkey or Roumania for 
Vickers Limited. 

As regards the shareholding in the Anglo-Inter- 
national Bank, 8,625 shares were acquired in ex- 
change for 5,750 shares in British Trade Corpora- 
tion, Limited, formed on the recommendation of a 
committee appointed by the Board of Ti-ade, and 
the balance was received in June, 1928, from the 
Metropolitan Carriage Wagon and Finance Co., 
Limited, when Vickers Limited took over the cash 
and investments of that company. 

3. Relations with the Sun Insubance Company. 
— In 1926, discussions took place between Vickers 
and Armstrongs with reference to the surplus 
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See p. 350. 


352 ROYAL COMMISSION ON THE PRIVATE MANUFACTURE OF AND TRADING IN ARMS 


8 January, 1936.] General The Hon. Sir Herbeet A. Lawbencb, G.C.R., [Continued. 

Commander Sir Charles W. Craven, O.B.E., R.N., Mr. F. C. Yapp, Mr. J. Reid Young C.A. 

Sir Robert McLean and Mr. A. Dunbar. ’ ’ 


capacity for production which was lying unemployed 
in both firms. It was quite obvious that there was 
not sufficient work to go round and some sort of 
amalgamation and concentration of plant was 
essential. 

A joint committee of the two companies presided 
over by Lord Plender reported, in June, 1927, that 
the fusion of the armaments interests of the two 
concerns was essential and could only he carried out 
with the co-operation of the Government. It was 
proposed that the Government should be asked to 
pay, for a fixed number of years, a sum to be 
agreed, by way of rental, for shops which would 
have to be closed, and which would be kept by the 
amalgamated firms in suitable condition to resume 
work when required. Upon the committee’s report 
being submitted to the Chancellor of the. Ex- 
chequer, he replied to the effect that while the 
Government was sympathetic towards the scheme, no 
financial help could he afforded. 

The matter was then discussed with the Governor 
of the Bank of England, who, in view of the ap- 
proval in principle intimated by the Chancellor and 
in order to assist the rationalisation of the iron and 
steel industry and to avoid the increase of unem- 
ployment and disturbance of labour which would 
have been made inevitable by the closure of works 
consequent on the appointment of a receiver for 
Armstrong Whitworths, agreed to provide, through 
an intermediary, a sum of £200,000 a year for five 
years in any year in which the profits of the new 
company, Vickers-Armstrongs Limited, fell below 
£900,000. The intermediary for the purpose of this 
transaction was the Sun Insurance Company. 

While the process of rationalisation was going on 
(during the five years from 1928 to 1932), a sum 
of £200,000 a year was received by Vickers-Arm- 
strongs. That company is under an obligation up 
to 1947 to repay this out of an agreed portion of the 
profits in excess of a sum of £900,000 in any one 
year. 

4. Sir Basil Zaharopp. — There have been many 
references in the course of the American Inquiry 
and by witnesses before your Commission connect- 
ing Sir Basil Zaharoff with Vickers. I think it will 
dispose of much misunderstanding and misrepre- 
sentation in this connection if I briefly state the 
facts. Since at least 1924 Sir Basil has taken no 
part whatever in the affairs of the Vickers com- 
panies with the exception of retaining an interest 
in regard to Spanish matters. The only company 
in the Vickers group of which Sir Basil is a 
director is The Placencia de las Armas Co., 
Limited, in Spain. Sir Basil takes no part in the 
management of the affairs of Vickers Limited, or 
any company in the group with the exception of 
Spanish matters referred to above. 

5. Vickers - Schneider, — Some misapprehension 

exists owing to the inclusion of the name Vickers- 
achneider in the list of companies mentioned in the 
first part of the Fifth Schedule to the Amalgamation 
Agreement between Vickers and Armstrongs. In 
fact this was an error in drafting which was over- 
looked at the time, and no such company as Vickers- 
Schneider has ever existed or was contemplated. 
There was an agreement, however, which should have 
been included in the schedule in question under a 
proper description, which provided that Vickers and 
Schneiders would render technical assistance and 
provide certain machinery to a Polish company 
named Societe des Etablissements Miniere de 
Starachowice. 

This last mentioned company was formed under the 
auspices of the Polish Government, which subscribed 
for a proportion of its capital, and was granted by 
that government the right of priority for the manu- 
facture of certain types of armaments. 

6. In conclusion, I should like to say how much I 
and my co-directors still hope the members of the 


Commission may be able to adopt the suggestion, 
which I made in my letter to your Chairman in 
February last year, that they should visit all or 
certain of the works belonging to the Vickers group 
because I feel sure that such a visit would be useful 
to the members of the Commission in so far as 
they would see for themselves the actual equipment 
and organisation of the works as well as the types 
of armament and commercial manufactures being 
carried on in the various establishments. 

With your leave. Sir, that is all I wish to say. 
lSi8. Chairman: Thank jmu. I want to ask a few 
questions about this Spanish company. You have 
indicated the companies in which Vickers Limited 
or Vickers-Armstrongs have a controlling interest. 
Then amongst the companies you have mentioned 
this Spanish company and at the bottom of the 
same paragraph you say that that is “a British 
registered company and controls S. A. de Placencia 
de las Armas, a Spanish company having small works 
in Spain.” It appears from this statement that 
this small Spanish company is one of the companies 
in which you have a controlling interest; but you 
do not give us any particulars about that company, 
the extent of its business or the details of its busi- 
ness; and the reason you give is that their trading 
activities are centred in Spain. But I think the 
Commission would like to have the same sort of 
particulars about this company that you have given 
us about the other companies in which you have 
a controlling interest. 

Sir Herbert Lawrence : May I ask your leave, 
Sir. I woidd like Sir Charles Craven to answer that 
question because he has been a director of these coni- 
. panies. 

Sir Charles Craven : This company to-day is 
employing 250 people. We ■will certainly bring .all 
the details to-morrow morning, if that will do.* It 
is really purely manufacturing armaments for the 
Spanish Government. A lot of their orders come in 
via the main company, but, as I say, it has an 
employing capacity to-day of 250. 

1849. ,IIr. Spender: It has never been used for 
what may be the suspicion in some people’s minds — 
the export of armaments without licence? 

Sir Charles Craven : Certainly not since I have 
been in the company, and I do not believe it ever 
has. 

1850. Chairman : You have stated that Vickers and 
its associated companies “ are not members of an 
international armaments ring, neither do they con- 
trol any foreign companies whatsoever ” and so 
forth. I am not suggesting that here there is 
any inaccuracy about “ an international armaments 
ring ”; but it is a fact, is it not, as appears in 
some of the evidence we have had, that practically 
all the iron and s'teel companies 'that manufacture 
in England are now associa'ted in some form of com- 
bination, for the purpose of controlling prices and 
regulating areas and so forth? 

Sir Charles Craven : Yes, Sir ; as jiart of the 
International Cartel, you mean? 

1851. Chairman: I have the names here. For in- 
stance, there are Federated Forgemas'ters. 

Sir Charles Craven: That is British. 

1852. Chairman : Midland Forgomasters. 

Sir Charles Craven : British. 

1853. Chairman : English and Scottish Forge- 

masters; Forgemasters’ Convention, both English 
and Continental Groups; the Railway Tyre and Axle 
Makers’ Association ; the Special Billet and Gun 
Forgings’ Association; the Steel Manufacturers’ 
Nickel Syndicate — we know about that — the Forging 
Ingot Makers’ Association; the Heavy Steel Cast- 
ings Association ; the Roll Ca.stings Association ; the 
English and Scotti.sh Steel Founders’ Association; 
the Turbine Castings Association ; and the Cast Steel 
Wheel Centres Association ? 


* See Appendix 11, p. 418. 
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Sir Charles Craven : Yes. 

1854. Chairman : It is a fact, is it not, that those 
associations do embrace practically all at any rate 
of the important firms engaged in iron and steel 
manufacture in England? 

Sir Charles Craven : In this country. 

1855. Chairman: And that is for the purpose of 
regulating prices and controlling areas and so 
forth P 

Sir Charles Craven: Yes, Sir, and in some 
cases for interchange of technical information. 

1856. Chairman: Now, Sir Herbert, if you will allow 
me, there is one more set of questions I want to 
ask — about these Japanese investments. They are 
25 per cent, in one company and 26 per cent, in 
another company. Then there is 21 per cent, in a 
Spanish company. Do those holdings enable Vickers 
Limited or Vickers-Armstrongs in any way to con- 
trol the operations of those companies, or is it 
merely investment? 

Sir Herbert Lawrence: No; they control them 
in no way. It is merely investment. We have a 
representative on the board of the Spanish com- 
pany, but that is all. In fact, the Spanish com- 
pany is in very considerable trouble; it owes Vickers 
a great deal of money. 

1857. Chairman: Now, if I may go to Statement 
No. 1,* Sir Herbert. You say “ Research work 
is going on continuously in factories of the Vickers 
group.” Can you give any indication or idea of 
the number of persons employed in research in the 
group ? 

Sir Herbert jMwrence: I could tell you the 
amount of money which has been spent in the last 
five years. It is roughly £1,000,000. We spend 

about £200,000 a year on research. I could give 
you the number of men employed if you wish it. 

Chairman : Oh, no. That gives us an idea. 

1858. Sir Thomas Allen : Is that expenditure for 
all purposes of your production? 

Sir Herbert iMwrence : Yes, practically for all 
purposes, because it is so mixed up, the armaments 
side with the commercial side. 

Sir Charles Craven : I think that is a very 
modest figure of what we actually do in the way of 
research. It does not include a good deal of research 
expenditure on the production side. 

1859. Professor Outteridge : Have you a separate 

re.search staff? 

Sir Charles Craven: Oh, yes; in each of the 
companies. 

1860. Chairman : I understand from your statement 
that the research in your industrial part is really. 
of essential value in your armaments part of the 
business ? 

Sir Herbert Lawrence: Undoubtedly; the whole 
tendency is for these special steels to be used both 
in commercial work and in armaments work, and the 
research work that is done for one is of infinite value 
for the other. 

1861. Chairman ; You refer to the demand from 
abroad which has resulted in this anti-aircraft gun. 
Is it possible to give any information as to how much 
of the exiienditure which we are told has been made 
in the last five years upon armaments has been 
expenditure upon that gun? 

Mr. Yapp : Do you mean how much of the 
research work? 

1862. Chairman : No. I mean how much has been 
expended on the making of the gun. 

Sir Charles Craven : That gun was developed 
before the last five years. 

1863. Chairman : I was wondering what proportion 
of the expenditure on armaments work was expendi- 
ture upon this gun. 

Sir Charles Craven : A good deal. 

Mr. Yapp : Do you mean the value of the con- 
tracts received for the gun? 

* 


1864. Chairman: No. We have been given the 

figures of expenditure upon armaments work in 
different years and I was wondering how much of 
that expenditure was attributable to this gun, which 
is a defensive weapon. 

Mr. Yapp : In the development of that equip- 
ment, we have spent, I should say, something in the 
neighbourhood of £100,000. 

1865. Chairman: That is in developing it? 

BIr. Yapp : Yes. 

1866. Chairman: But after it has been developed, 
how much of the expenditure on armaments has been 
expenditure upon making the gun? 

Mr. Yapp : Do you mean against contracts re- 
ceived? We do not make the gun for stock, you 
understand . 

1867. Chairman: No. I mean for supplying it 

under contracts. 

Mr. Yapp : We have received contracts amount- 
ing to manj’ hundreds of thousands of pounds for 
this gun from various foreign countries. 

Secretary : I think that what the Chairman 
means is what proportion of the turnover figures 
relates to that gun. 

Mr. Yapp: We can give you that figure.* It 
amounts to many hundred of thousands of pounds. 

1868. Chairman : A, feature is made in your state- 
ment about the demand for this gun and we have 
also the turnover on armaments and I would like to 
know how much of the turnover is for this gun, or is 
attributable to this gun. 

How much of the turnover that we have been 
given for recent years includes ships — I mean war- 
ships? The cost of warships is so great that it 
might be that a very large proportion of the turn- 
over in a given year was perhaps the cost of a 
warship ? 

Sir Charles Craven: We have not brought 
with us the figures for the past but the position to- 
day is that in all the works of Vickers-Armstrongs 
we have a balance of work ahead — that is the orders 
booked, less expenditure — at this moment of 
£11,459,000. Of that, warships are £3,663,000. 

1869. Chairman: Warships? 

Sir Charles Craven : Warships. That is the 
hull and machinery of the warship as apart from the 
armament of the warship. The armament is a 
separate contract and goes into the armament side. 
Of the warship figure £2,454,000 is British, 
£1,208,000 is foreign. On the armament side the 
British is £6,360,000 and the foreign is £1,435,000. 
That is warship and armament work. The arma- 
ment side includes military as well as naval, but in 
a ship we always talk of the hull and machinery as 
quite separate. We call that the ship. 

1870. Sir Thomas Allen: Those figures indicate a 
vast increase over the production in 1934? 

Sir Charles Craven: Y^es. There is a con- 
siderable increase in orders booked. This is not 
production. This is a statement of orders booked. 

Sir Thomas Allen: Of potential manufacture. 

1871. Chairman: That is the present position. We 
have statements of turnover that you have given us. 
In Appendix It you have given us the turnover for 
the years 1930, 1931, 1932, 1933 and 1934. Then 
you have given us the total turnover for each com- 
pany; the percentage attributable to armaments; 
the percentage of armaments, British Empire ; ihe 
percentage of armaments, foreign. The total tuin- 
over for, we will take Vickers-Armstrongs Ltd., in 
1930 was £7,626,000. Is a considerable amount of 
that attributable to warships? 

Sir Charles Craven: Yes. But the warships 
as defined in your questionnaire are in armaments. 

1872. Chairman: Yes. I know. That is a very 
large amount of turnover; but of course one single 
ship represents a very large proportion of the total 
output, does it not? 

Sir Charles Craven : Yes. 

* See Appendix 12, p. 419. 
t See p. 402, 
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1873. Chairman : I was wondering how much of the 
total turnover that you have given us is attributable 
to warships. 

Sir Charles Craven: Do you mean the hull and 
machinery of a warship apart from its armour and 
armament ? 

1874. Chairman: No, including the armament. 

Sir Charles Craven : It will take a little time 
but we will get that out. 

1875. Chairman : Thank you. 

Sir Charles Craven: Do you want it for each 
of those years? You ought to have it for each of 
the years, to give you an idea. 

1876. Chairman : Yes. 

Sir Charles Craven: Of course, the difficulty 
is that the British Admiralty do not order a cruiser 
complete. They order the hull, the machinery, the 
armour, the guns, the sights, the gun mountings and 
all that, on separate contracts. 

1877. Chairman : But it is quite possible to add it 
all up and see what the ship costs. 

Sir Charles Craven: Y'es, but perhaps we do 
not get the whole order. 

1878. Chairman : I only want the proportion re- 
presenting what you do get. 

Mr. Yapp: It is rather difficult. 

Sir Charles Craven : lu a foreign ship it is 
complete ; there is one contract for the whole lot. 

1879. Professor Gutteridge : Y'ou supply the ammuni- 
tion, do you not, in the case of a foreign ship? 

Sir Charles Craven : In some cases they in- 
sist that we do. 

1830. Mr. Spender : If you have an order for a 
foreign ship there is one contract for the whole 
of it? 

'Sir Charles Craven : As a rule. 

Mr. Yapp : It may not be. It may be that 
the hull and machinery is ordered from one ship- 
builder and we supply the armament. 

1881. Mr. Spender: You mean for the foreign ship? 
Mr. Yapp: Yes. 

1882. Chairman : What is in my mind is this. There 
is a very large exjienditure on armaments, which 
includes for this purpose warships. 

Mr. Yapp : Yes. 

1883. Chairman : And it gives the impression that 
there is an immense amount of offensive war 
material being manufactured and perhaps sent 
abroad, or kept in this country, hut of course when 
you take warships that is an item that in itself is 
very expensive. 

Mr. Yapp : Quite. 

1884. Chairman: Every warship for which you get 
an order accounts for a considerable proportion of 
the total turnover? 

Mr. Yapp : Yes. 

188.5. Chairman : I was wondering if it would ho 
possible to ascertain how much of this turnover is 
attributable to warships and how much is left for 
the rest of the expenditure on armaments. 

Sir Charles Craven : That would be quite 

easy. 

Mr. Yapp : It would be quite easy to divide 
these figures between naval and military armaments. 

Sir Herbert Lawrence: Would that meet the 
point, Sir? 

1886. Chairman : Yes. 

Mr. Yapp : I could give that information* 

very quickly, for the naval and military. 

Sir Herbert Lawrence : We could give you a 
figure for it now but the actual military part is 
extraordinarily small. It is nearly all naval. 

Sir Charles Craven: I think I know what you 
mean. Sir. I have a sailing training ship down 
here as a warship for armaments for Brazil. She 
would not dare to enter into an engagement with 
anybody. 


1887. Professor Gutteridge : For the purposes that 
you have suggested, Mr. Chairman, that would be 
included. 

Mr. Yapp: That would come into the naval 

side. 

1888. Chairman: With reference to licensing, 3’ou 
saj' : “. . . . the comment has been made that only 
very few licences have been refused.” Then, later 
on: “ This circumstance is capable of a very simple 
explanation. Verj' many inquiries are received from 
abroad which are, obviously, undesirable.” Are any 
records kept of the applications that are made and 
are not iiroceeded with on the ground of their obvious 
undesirability ? 

Mr. Yapp: Do you mean. Sir, have we any 
records of inquiries that we receive from abroad that 
we do not consider desirable to deal with? 

1889. Chairman: Y'es. Could jou supply them for 
the last five joars? 

Mr. Yapp : Y^es, Sir, for the last five years.* 

1890. Chairman : Now, Sir Herbert, may I ask you 
to turn to Statement No. 2,f where it is stated that 
“ in regard to many of the large Government con- 
tracts, before prices are agreed in respect of the 
supplies involved, a thorough examination of charges, 
and of estimates of materials and wages, is made by 
the Government departments concerned.” Would 
there be anj' objection on the part of your associated 
companies in the case of any Government order that 
there should be permission given for the completest 
examination, and costings taken out with regard to 
the cost of executing the proposed order? 

Sir Charles Craven : Wherever there is a mono- 
poly business, the Government departments have that 
right. If we are doing work for the War Office that 
is something special — I am thinking of a big contract 
we have in hand now — we prepare an estimate and 
they prepare an estimate; they have full access to 
our establishment charges, and then an agreed per- 
centage is applied and we build up a price. That 
is the maximum price that we are allowed. Then 
they put us on to “ time and line ” — as it is called, 
and they net cost the whole thing from beginning 
to end. They get all the savings, and if we exceed 
that agreed maximum price, we hear the excess. 

1891. Chairman: Does that apply to all Government 
orders ? 

Sir Charles Craven : No, Sir, only where there 
is a monopoly. 

1892. Chairman: What do you mean by monopoly? 

Sir Charles Craven : By our having a monoiioly 

I mean where we are the only firm which could manu- 
facture certain products by virtue of possessing the 
very special plant required for the manufacture of 
those products. 

Government departments concerned are constantly 
investigating our establi.shment charges. In cases 
where other firms are competing for a contract, I 
wish to make it clear that when once a Government 
department accept the price of the siicce.ssful firm, 
the Government department does not investigate the 
cost; because obviously, if they did, they would have 
to bear any increase in wages and material which 
occur during the course of the execution of the 
contract. 

1893. Chairman : And the check on prices in these 
ca.ses is by tender ? 

Sir Charles Craven : Yes. 

1894. Chairman: By comparing tenders? 

Sir Charles Craven : Yes. I wish to make it 
clear that whenever there is no genuine commercial 
competition for any of our products, the Government 
have a check on us either through the Royal Dock- 
yard costs, or through the competitive costs at 
Woolwich Arsenal, .with the one exception of non- 
transferable naval mountings where we are the only 
firm who have the plant and experience for their 
production. In the case of these mountings, the 
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fullest technical estimating is carried out by a 
Government expert staff, and we again give full 
information regarding establishment charge.s. 

1895. Sir Thomas Allen We have been told there 
is no organised costing within the three services of 
the Government. I presume you would have a jiri- 
vate costing system within the ambit of your 
association ? 

Sir Charles Craven-. That is so, sir. We think 
it is very good. 

1896. Sir Thomas Allen : I have no doubt it is. 

Sir Charles Craven : The Government depart- 
ments which 1 deal with have a very efficient system 
of checking us, and estimating, and of checking the 
costings too. 

1897. Chairman : You put the case where there is a 
monopoly. Have your association of firms a mono- 
poly in a special range — ^if that is the right word — 
of armaments? 

Sir Charles Craven : The only item is what is 
known as non-transferable mountings. 

1898. 1‘rofessor Outteridge : Have j’ou not got a 
virtual monopoly in tanks? 

Sir Charles Craven: I should not call it a 
monopoly. "We are actually doing most of the tanks 
which are done by private firms. 

1899. Professor Outteridge : You do not regard it 
as a monopoly in fact? 

Sir Charles Craven: Why do you say that? 

1900. Professor Outteridge : I just ivant to see if I 
understand this point correctly. Are what j’ou call 
the monopoly items limited to cases in which you 
have a master patent? 

Sir Herbert Lawrence : No, it is only there 
where we have to maintain the special plant for it — 
such as for big mechanical mountings. 

1901. Chairman : I have already referred to the large 
number of associations covering the iron and steel 
trades. Is there any real competition in any cases 
where j'ou have not got a monopoly? 

Sir Charles Craven: I think Jlr. Dunbar of 
the English Steel Corporation, who knows all these 
arrangements in the British steel industry, can 
answer that question. 

Mr. Dunbar : The associations of which you 
speak are only to a very small extent connected with 
armaments, and there is virtually no competition 
between the members. The prices are arranged in 
each case with the knowledge of the Government 
departments concerned, and in all cases the Govern- 
ment have the right, and exercise the right, of 
investigating the costs of any individual producer. 
They also discuss with the association, and consult 
with the association as an association, or .with any 
individual producer in the association. 

1902. Mr. Spender: When you say that prices are 
arranged, do we understand you to mean that there 
is a common price, that there is only one price? 

Mr. Dunbar: Y'es, one common price. That is 
almost an invariable rule. 

1903. Mr. Spender: So that in effect all competition 
is eliminated by that method? 

Mr. Dunbar: All competition is eliminated. 
Within the last few years free and open competition 
and increasing competition has had a disastrous effect 
on all concerned, and would, unless checked, have 
ultimately resulted disastrously to the British steel 
industry as a whole. 

1904. Sir Thomas Allen: You think Great Britain 
was in danger of being detrimentally affected by this 
competition ? 

Mr. Dunbar: Y^es. If you take the case of one 
particular commodity only, gun billets are very 
little different from billets sold by hundreds of 
thousands of tons for commercial purposes. They 
are one particular composition which can be made 
by a number of steel makers, and the Government 
has been in the habit of putting them out to open 
tender. The tonnage involved in each order would 
be quite considerable and would help to keep the 


plant employed and in the circumstances which have 
existed in the last two or three years there has been 
a great deal of competition for such orders. 

1906. Profehor Outteridge: Does the international 
cartel enter into that at all, as far as armaments are 
concerned ? 

Mr. Dunbar : No, armaments are quite outside 
the cartel. 

1906. Chairman: Then you say: “Similarly, there 
i.s no doubt that the very heavy forgings of special 
alloy steel required by Imperial Chemical Industries 
for the new plant at Billingham recently erected for 
the production of oil from coal by the hydrogenation 
process could not have been manufactured without 
the accumulated knowledge of the three principal 
forgemasters Who are they? 

Sir C. Craven : The English Steel Corpora- 
tion, which comprises the steel interests of the old 
Vickers, Armstrong Whitworths and Cammel Lairds ; 
and the other tw’o are Firth Broivns and Beard- 
mores. They represent about 80 per cent, of the 
forgemasters’ capacity in the industry. 

Chairman: I think that exhausts the ques- 

tion.9 that 1 ivanted to put to Sir Herbert, because 
all tbe other questions of a concrete nature that I 
ivant to put I shall ivant to put to you, Sir Charles, 
in due course. 

1907. Dame Bachel Crowdy : You were speaking of 
research just now. Can we be told what Vickers do 
about inventions made by their employees? Are in- 
ventions and improvements made by their employees 
rewarded in any way? 

Sir Charles Craven: This is an extract from 
a works order : 

“ (1) .Ul patents are to be taken out in the 
joint names of the inventor and the company. (2) 
Inventions made by employees which are of a 
nature allied to products already manufactured by 
the company must be assigned to the company, 
who may reward the inventor at their discretion 
in the event of such inventions proving a source of 
profit to the company. (3) Inventions made by 
employees which are not of a nature allied to pro- 
ducts already manufactured by the company must 
be offered in the first place to the company, who, 
in the event of acceptance, will reward the 
inventor provided such inventions 2^>'ove to be a 
source of profit to the company 
The difference between the two is that it is a matter 
of private business in one case, and in the other 
it is not. Apart from this, I think Admiral Bacon 
referred to this matter. In any decently con- 
stituted private works the people are encouraged to 
come forward with their ideas, and in all our works 
we have committees presided over by a very senior 
manager. For instance, at Barrow the manager of 
the engineering works, one of our local directors, 
presides over this committee; and then, if it is a 
large matter, it comes to me. He has authority to 
give up to a small amount, but for larger amounts 
he comes to me. I know of two or tlu'ee oases at 
any rate in the last few years. One was a very 
small thing, and it was a matter which did not suit 
our machinery. Wo did all the development, and 

the man who made the invention received 75 per 

cent, of what we got out of it. 

1908. Dame Bachel Crowdy : Have you any idea of 
what has been spent on rewards, in the last three 
years, say ? 

Sir Charles Craven: Not very much. There 
have been very few outstanding inventions in the 
last year or so. 

1909. Dame Bachel Crowdy: We have heard so 

much lately in evidence to the effect that, under a 
State monopoly, inventions would not be so 
frequent. There is not so much enthusiasm in 

Government service, it is said, about inventions, and 
I wao wondering how the private firms create the 
enthusiasm of which we hear so much. 

Sir Charles Craven : IVe encourage our people, 
as I have said, but the fact remains that we have 
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not 'had any inventions in the last few years of an 
outstanding nature. Then there is another point, 
and that is this, that in a jirivate firm I think prob- 
ably the best reward a man can get is iiromotion in 
his own firm. 

1910. Dame Hack el Crowdy : By making himself 

really useful? 

Sir Charles Craven : Yes, by making himself 
useful. 

1911. Dame Dachel Crowdy : Going back to what you 
said just now about competition, I do not know 
whether you can answer this question in public. 
Ymu have answered it partly. Are you in compe- 
tition with private manufacturers in this country, 
and can you give us the names of the firms with 
whom you are actually in competition? 

Sir Charles Graven : I am afraid I should have 
to look that up for you, but it is all the leading 
shipbuilders, in respect of warships, and, for ex- 
ample, there are only the three forgemasters whom 
I have just mentioned who make the marine forg- 
ings, which are an important part of the ship. There 
will be the three leading forgemasters and several 
small firms. 

1912. Dame Dacliel Crowdy ; It would be very 
interesting to have it. 

Sir Charles Craven : I think we have given it 
in our reply to the questionnaire. 

Chairman : Yes, it has been given. 

Secretary: I think what Dame Rachel 

must mean is : With which of those firms do you 
really regard yourselves as being in effective com- 
petition ? 

1913. Dame Dachel Crowdy : Yes, with which are 
you in competition, and with which are you in co- 
operation. 

Sir Charles Craven : We are in co-operation in 
practically all cases — not all, but nearly all. 

1914. Dame Dachcl Crowdy : I am now rather follow- 
ing up the question of monopoly which you were 
dealing with just now. It will be interesting to know 
what are the monopoly sections. 

Sir Charles Craven : I think ivhen Sir Herbert 
Lawrence used the word “ monopoly ” he was using 
it in connection with one firm. 

Sir Herhert Lawrence : That is so. 

1915. Dame Bacliel Crowdy : I appreciate that, but 
I wanted to find out exactly what firms are in actual 
competition with you. 

Sir Herhert Lawrence : For guns and 

mountings ? 

Ifflfi. Dame Bacliel Crowdy : Yes, or any other 
material which you manufacture. I do not press it 
at the moment, but if you can let the Commission 
have it I shall be grateful. We have not got that 
at the moment. 

Sir Herbert Lawrence : I think if you were to 
take the names which have been given in our written 
statements that would cover it. 

1917. Dame Bachel Crowdy. We have had some of 
the names, but not all, I think. 

Sir C. Craven: For instance, there is the 
B.S.A. Company. 

1918. Dame Bacliel Crowdy: I have only one other 

question at the moment. The Chairman raised the 
qnestion of licences, you will remember. I am 
naturally very interested, as an ex-League of Nations 
official, in the various discussions that have come 
before the League of Nations. Can you give us any 
idea of the quantity of armaments that your firm 
has exported, say to J apan, between September, 
1931, and April, 1933, and to Bolivia and Paraguay 
from July 

Sir Charles Craven: May I take those dates 
down? I do not know that we have the details here, 
^es, I am told that we have got it here. 

Sir Herhert Lawrence : What was the first 
question ? 

1919. Dame Bacliel Crowdy : The first was from Sen- 
tember, 1931, to April, 1933 — -that is, in fact, from 
the time of the Shanghai incident to the talking over 
of Jehol by the Japanese. 


Sir Herhert Lawrence : We have only got them 
as orders received. 

1920. Dame Bachel Crowdy: Can you let me have 
the orders satisfied? 

Sir Charles Craven: Yes, we can get them. 

1921. Dame Bachel Crowdy : Then my second ques- 
tion is Bolivia and Paraguay between July, 1932 
and Christmas, 1934, and then to Colombia and Peru 
between Christmas, 1932, and July, 1934, and to 
Italy between September, 1934, and June, 1935; and 
if it is not too much trouble, I should be very glad 
if you could let us know at some time how many 
separate export licences you had covering any ship- 
ments you made. 

Sir Charles Craven: To those countries? 

1922. Dame Bachel Crowdy: Yes, in those periods to 
those countries. 

Sir Charles Craven: Y'es. We will let you 
have those.* 

1923. Chairman : There is one question I ivanted to 

ask you, and I am reminded of it by a question put 
to you by Dame Rachel Crowdy. It is in connection 
with what Mr. Pollitt said in his evidence. t The 
question was asked whether any of your companies 
■were supplying any armaments to Germany, and the 
answer was that it was done with the complete 
approval of the Government. Do you know 
whether 

Sir Herhert Lawrence: May I say what really 
happened. Miss Rathbone asked a variety of ques- 
tions and I answered most of them, and 1 told her 
in the opening part of the discussion which occurred 
that, as far as I knew, we had exported nothing to 
Germany. Then she asked subsequently: Could I 
assure her that in no circumstances had any of the 
arms we had exported elsewhere gone to Germany. 
It was my answer to that question to which I think 
you refer. I said that while I could give her the 
assurance that we had sold nothing directly to 
Germany, I could not say that, if we had sold a 
gun say to Brazil, Brazil had not sold that gun to 
Germany. 

Chairman : That explains the position. I am 
much obliged. 

1924. Dame Bachel Crowdy : Can we get any idea 
of the amount of money that yon spend on press 
advertising ? 

Sir Charles Craven : I can get that quite 

easily. 

Sir Herhert Tjawrence : We have given it, I 
think. The figures are a'ctually given in the schedule. 

Chairman : We have got the actual figures. 
192-5. Dame Bachel Crowdy : I really wanted to get 
what is the amount spent by Vickers and I.C.T. 
combined on that ; but I can bring that question up 
later. 

Sir Charles Craven: The I.C.I. I cannot speak 
of. Do you mean the English Steel Corporation? 

Dame Bachel Crowdy: No; I want to get all 
the companies together, and therefore I want further 
figures from you. 

1926. Sir Kenneth Tjee : In j'our statement you say 
that in the event of a long war it would be possible 
for the Government to take over the munitions firms, 
just as they took over the railways in the last war. 
Would you consider that desirable. 

Sir Herhert Lawrence : I think it might lead 
to a simplification of the various troubles which 
occurred in 1914. I do not think it would be 
desirable unless the management were left in the 
hands of the private firms. On the other hand, it 
would simplify all questions of illegitimate profits 
being made through war. The excess profits duty, 
you will remember, was introduced during the War 
to prevent anything of that kind, and it resulted in 
tremendous confusion. If the Government had taken 
it over, as they did the railways, it would have saved 
all that trouble. 

* See Appendix 15, p. 42.5. 
t Minutes of Evidence, Day 3, Appendix, p. 72. 
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1927. Sir Kenneth Lee : Then they could conscript 
all the people, from the managing director down? 

Sir Herbert Lawrence : Yes. 

1928. Sir Kenneth Lee : And they would get a better 
control ? 

Sir Herbert Lawrence : Undoubtedly ; yes. 

1929. Sir Kenneth Lee: Then you think that it 
would be desirable? 

Sir Herbert TMWrence : I think it would be 
desirable, on the whole; because I think,, partly 
from the point of view of efficiency and partly from 
the point of view that it would relieve the arma- 
ment people from the odium of making excessive 
profits, that it would be better. 

1930. Sir Kenneth Lee: Then, General Lawrence, 
the Vickers Companj' started in 1867 with a capital 
of £165,000, and the capital has been increased 
gradually. Can you say whether it was increased 
by the company giving bonus shares, or was it in- 
creased by public subscription, or by fresh money 
being put in? 

Sir Herbert Lawrence : Mostly by fresh money, 
but I think there were two cases in which bonus 
shares were issued. I shall have to look that up. 

Secretary : There are two mentioned in the 
list, in 1895 and 1896. 

Sir Herbert Lawrence : Yes. 

1931. Sir Kenneth Lee : From the statement, it does 
not seem clear what the proportion was. 

Sir Herbert Lawrence ; I will have that looked 
up. 

1932. Professor Gutteridge : There are two bonuses 
referred to, in 1895 and 1896. Are they the only 
ones? 

Sir Herbert Lawrence : I think so. I will have 
it looked up. There seem to have been three cases. 
Sir. There was a bonus issue in 1871 of £156,000 in 
respect of the writing up of the Brightside Works by 
£80,000 and transfer from reserves of £76,000; 6,000 
bonus shares of £50 each were issued in 1881, 
£200,000 being in respect of a revaluation of good- 
will and £50,000 being taken from Reserve ; while 
75,000 bonus shares of £10 each were issued in 1887 
again arising from the writing up of fixed assets 
including goodwill. 

1933. Sir Kenneth Tjce : I see those are mentioned 
in your statement. The reference is made to old 
shares and new shares there. Those are partly bonus 
shares ? 

Sir Herbert Tjawrence : Yes. 

1934. Sir Kenneth Lee : And in 1899 there is the 
same thing, old shares and a new issue? 

Mr. Heid Young: Y'^es. 

1935. Sir Kenneth Lee : I wmnted to make sure 
whether it was a new issue for cash, or a new issue 
for bonus. 

Sir Herbert Tjawrence : They are mostly bonus 
shares. 

Sir Charles Craven : No, they were not. 

Sir Herbert Lawrence: Your question is 

whether they were bonus shares or whether they were 
issued for cash? 

1936. Sir Kenneth Lee: Yes — whether it was new 
money put in. 

Sir Herbert Tjawrence: The money was pro- 
vided from the new shares that were issued. 

1937. Sir Kenneth Lee : With a new firm you wmuld 
not necessarily issue shares to the public? 

Sir Herbert Lawrence : In getting the money 
concerned, do you mean? 

1938. Sir Kenneth Lee: Yes. 

Sir Herbert Lawrence : In the case of the 
Metropolitan Carriage Company, which was a very 
large transaction, the greater number of shares were 
acquired by Vickers Limited for shares of its own 
issue, but a proportion of the Metropolitan shares 
was purchased for cash. 

1939. Sir Kenneth Lee : What I wanted to get at 
was whether munition making, taking it over a 
period of years, was a profitable business. I want 
to get it clear as to whether it is a much less 


profitable business than an ordinary industrial 
undertaking. 

Sir Herbert Lawrene : I think I can get that 
worked out. 

1940. Mr. Spender : We want some figures apart 
from the money obtained through dividends, apart 
from the percentage, which will enable us to com- 
pare it with the amount which we have in front 
of us. 

1941. Secretary : Is it to be understood that over this 
period there was in fact no market issue at all, 
but that the increases in capital were all obtained 
in some other way? 

Sir Herbert Lawrence : No ; there were issues 
of capital. 

1942. Secretary : Perhaps you will put in a state- 
ment ? 

Sir Herbert Lawrence : Yes, I think we had 
better have it made out in a statement covering 
the whole period.* 

1943. Sir Kenneth Lee : Your offensive weapons, I 
take it, are never sold abroad until considerably 
later, after they have been available in this country? 

Sir Herbert Lawrence : I do not quite know 
how to answer that question. Take the case of the 
anti-aircraft gun, for instance. The Government 
here have not bought any from us, but we have sold 
them freely abroad. 

1944. Sir Kenneth Lee : That is a defensive weapon, 
is it not? I was thinking more of an offensive 
weapon. 

Sir Charles Craven : Yes, I suppose that would 
be the correct way to put it. 

Sir Herbert Lawrence: We might, for ex- 
ample, develop a field gun of a particular type for a 
foreign government. 

1945. Mr. Spender : You would have to inform the 
Home Government first? 

Sir Charles Craven : They are watching you 
doing it all the time. Sir. There is no secrecy 
about it. We have 521 government inspectors in 
our works. 

1946. Sir Kenneth Lee : But it would be iiossible 
for another country to get a more efficient gun 
than our army, for instance? 

Sir Charles Craven : If they had more 

efficient judges than our Government had, yes. It 
is all subject to expert observation. 

1947. Sir Tienneth Lee : And therefore you claim that 
the fact that you can sell abroad may stimulate 
design ? 

Sir Herbert Lawrence : Oh, certainly, without 
any question at all. I do not think we should have 
developed this particular anti-aircraft gun which I 
have spoken of, if we had not had support from 
abroad. 

1948. Sir Kenneth Lee : Just one other question. 
Have you ever had a director of your company on 
the board of any German organisation? 

Sir Herbert Tjawrence : Never, as far as I am 
aware. 

1949. Sir Kenneth Lee : And vice versa; there is no 
German director of any munition works on any 
board of jmur company, or of its subsidiaries? 

Sir Herbert Lawrence: Of what period are 
you speaking ? 

1950. Sir Kenneth Lee : In recent times. 

Sir Herbert Lawrence: No; none. 

1951. Sir Kenneth Lee : From 1900, we will say. 

Sir Herbert Lawrence : I really could not hold 

myself responsible for what happened before 1921 ; 
but I can easily find out if there was. Certainly 
there has been none in the last 18 or 20 years. 

Sir Charles Craven : There was a German- 

born managing director of Vickers up till 1904 or 
1905, but he must have been, I think, a British 
subject. He was German born. It was before I 
joined the company. 

* See Q. 2539 and Appendix 16, p. 426. 
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1952. Sir iKenneth Lee : He was not a director of a 
German munition factory at the same time? 

Sir Charles Craven : Oh, no.* 

1953. Mr. Spender: Just to correct any possible 
misapprehension, the fact that the Home Govern- 
ment has not bought up anti-aircraft guns does not 
mean that it has not been providing itself with 
anti-aircraft guns, does it? 

Sir Herbert Lawrence: Oh, no. Sir; they 
have got an anti-aircraft gun, the one that .was used 
in 1918, as far as I know, and it is a very good gun ; 
but it is not as good as the new one. 

1954. Mr. Spender: That is possibly a matter of 
opinion. Now I want to ask you one question on 
Statement No. 2. You say: “Experience during 
the late war demonstrated that a private armament 
film is peculiarly adapted by its organisation for 
extremely rapid increase of output.” We have had 
a considerable amount of evidence suggesting that 
the output of armament firms was rather slaw at the 
beginning of the last war, and that promises made 
by many firms, including your own, .w'ere not ful- 
filled. We have had put before us rather a formid- 
able list of promises made and of performance. 

Sir Herbert Lawrence: I think, if you will 
allow me, I should like Sir Charles to answer that; 
but I would make this observation, that I think the 
majority of those remarks referred to the manufac- 
ture of shell and ammunition, which is not really 
our particular job. However, I will leave it to Sir 
Charles to answer it more completely. 

195.5. Mr. Spender : I think the statement was made 
that the number of shells .which you undertook to 
make was far in advance of the number delivered. 

Sir Charles Craven: I have covered this in 
the statement which I was going to submit to you 
when my turn came. I should like to explain this, 
that all cases, as far as I can see, have been 
criticisms of supplies to the Army. The War Oifice 
ordered from us on an average between 1910 and 1914 
about £55,000 worth of goods a year. The Admir- 
alty in those same years placed orders with us for 
nearly £3,000,000 a year. I think that is a part 
of the reason why we could not be expected to have 
huge plant ready to expand immediately for the 
War Office; but I think that some figures for the 
years in question would be of interest. In the ten 
years ending August, 1914, our deliveries of machine 
guns to the War Office were just under eleven guns a 
year — 10-9. Between August and December, 1914, 
we delivered 301; in 1915 we delivered 2,343; in 1916 
we delivered 4,670; in 1917, 21,750; and in 

1918 we delivered 41,699. That is building up from 
the pre-War output, at that time, of just over 10 
guns a year. 

1956. Chairman : Your statement also adds that so 
far as the Admiralty requirements are concerned, 
you complied with those? 

Sir Charles Craven : Yes. I have never heard 
any criticism of that. 

1957. Mr. Spender : Would you say the capacity 
for expansion has improved since the last war? Do 
you say it is greater to-day? 

Sir Charles Craven : With the greatest respect, 

I do not think I ought to answer that in public. I 
am perfectly prepared to answer it. 

1958. Sir Philip Gibbs : Sir Herbert, the members 
of the Commission I think are reserving questions 
on rather special points for Sir Charles Craven. May 
I ask you a few questions on the sort of general 
argument and charges — because, of course, as you are 
fully aware, there have been many bitter charges 
made against the armament firms, and I think 
perhaps Messrs. Vickers in particular — and I should 
like you to answer a few questions on those points. 
The main charge against the armament firms, includ- 
ing Vickers, is that, apart from the private opinions 
of individuals in those firms, by the very nature of 
the business you are antagonistic to world peace. 

* See below, Q. 2234. 


You would not agree with that, of coui-se? 

Sir Herbert Lawrence ; Most decidedly not. 

1959. Sir Philip Gibbs: But, on the other hand, 
you have made certain admissions in statements 
which you have made to your general meetings. 
There are several instances. In one of them you say 
that a reduction in armaments would adversely affect 
the prosperity of your firm. At the general meeting 
in 1927 you said : “ If there is to be a further limita- 
tion of armaments, the future of the armament busi- 
ness of Vickers, like that of every other armament 
firm in this country, may become difficult.” In 1928 
you said ; “ The proposal for naval disarmament, if 
successful, will naturally have an adverse effect on 
the trading results of Vickers-Armstrongs, should 
any material reduction result.” Now that, in lay 
opinion, is an admission that as a firm,. though not 
as an individual, you are antagonistic to any naval 
reduction ? 

Sir Herbert Lawrence : May I put it in this 
•way', that I think that is an incorrect and unfair 
inference to draw. Quite obviously 1 do not deny 
the fact for a minute that Vickers' principal interest 
is in making armaments and instruments of war; but 
to infer from that that the board of Vickers is 
anxious to use them in war is, I think, carrying it 
too far. ° 

1960. Sir Phdip Gibbs: Is it carrying it too far to 
suggest that you dislike the idea of a world naval 
limitation ? 

Sir Herbert Lawrence : No, I do not think that 
that could bo inferred at all from my speech. Please 
remernber. Sir Philip, that I was addressing the 
proprietors, the shareholders, of this company, who 
want to know the circumstances under which their 
property is being administered. I endeavoured to 
explain to them that, if there was a world limitation 
of armaments, their business goes out as well. 

1961. Sir Philip Gibbs: I am not, of course, making 
any suggestion against you as an individual. 

Sir Herbert lAiwrence : I perfectly' appreciate 

that. 

1962. Sir Philip Gibbs : But, speaking generally, the 
charge is that, in a sort of natural and inevitable 
way, the armament firms must dislike, and perhaps 
even attempt to jirevent, anydhing like a reduction 
in arms, either in this country or in the world. 

Sir Herbert Ijawrence : I may be prepared to 
admit that people may' draw that sort of inference 
from my remarks— though if they do draw that 
inference my remarks were interpreted incorrectly' — 
but I was only trying to state a perfectly obvious 
fact. If the world is to be at peace, it might be, 
quite obv'iously', that the business of Vickers, Limited, 
will disappear. That may be a consummation to be 
wished for. 

1963. iS'iV Philip Gibbs: Of course, you must draw 
a distinction between your private individual 
opinion and the interests of the firm. 

Sir Herbert Tjciwrence : Quite so. 

1964. Chairman : If the demand for your production 
ceases altogether, then your company comes to an 
end? 

Sir Herbert Jjawre.nce : Yes. 

1965. Chairman : That is what it comes to ? 

Sir Herbert Tjciwrence : Yes. You know, from 
the returns .which we have handed to you, that a 
very large proportion of our business is armaments, 
pure and simple. There is a residuum. There is a 
percentage which varies to a considerable extent, but 
it would not support us in the pre.sent situation. We 
make no secret of it. 

1966. Sir Philip Gibbs : You see, the argument put 
against you as an armament firm is that by y'our 
very efficiency as a business you create world danger. 
Would you admit that at all? 

Sir Herbert Ixiwrence: I do not think I would 
be prepared to. I do not think that that argument 
can really be sustained. 

1967. Sir Philip Gibbs: I should like just to quote 
to you a few words from a statement by Lord Wester 
Wemyss, who was, as you know. First Sea Lord 


MINUTES OF EVIDENCE 


359 


8 January, 1936.] General The Hon. Sir Heubebt A. Lawkence, G.G.B., [Continued. 

Commander Sir Chaei.es W. Craven, O.B.E., R.N., Mr. E\ C. Yapp, Mr. J. Eeib Young, C.A., 

Sir Robert McLean and Mr. A. Dunbar. 


towards the end of the War. His argument really is 
rather powerful, and I think gives an answer to this 
point. He says : 

“ Apart from the moral objection to the present 
system, which is that warfare is a direct 
occasion for private yain, the system is 
attended by the inevitable consequence that 
the multiplication of armaments is stimulated 
artificially. Every firm engaejed in the produc- 
tion of armaments and munitions of every 
kind naturally wants the highest possible output. 
Not only, therefore, has it a direct interest in the 
inflation of the .Army and Navy Estimates and in 
world scares, but it is equally in its interests to 
push . its foreign business. The more armaments 
arc increased abroad, the more they must be 
increased at home.” 

Now, it is on the last sentence that I woidd rather 
like to ask you one or two questions; that is to say, 
that the more armaments are increased abroad, the 
more they must be increased at home; and I would 
immediatel 3 ' ask j'ou a definite question about that 
anti-aircraft gun. You invented that anti-aircraft 
gun and sold it to a foreign country, or to foreign 
countries. Does it not naturally follow, therefore, 
that the British Government must buy that new 
tj’pe of anti-aircraft gun in order to secure itself? 

Sir Herbert Lawrence: I do not think it 

follows necessarily in this case, where the position 
was that the British Government were not un- 
provided with an anti-aircraft gun altogether. 

1968. Sir Philip Gibbs: But supposing it is a better 
design of gun, does it not force it on the British 
Government to provide themselves with it, for the 
national security? 

Sir Herbert Lawrence: It has not forced it 
upon them so far ; but 1 do not think it necessarilj' 
follow.s — not necessarily. 

1969. Sir I'hilip Gibbs: Supposing, for instance, that 
one of 3 'our subsidiarj' companies sells an improved 
type of machine gun, or any other armament, to a 
foreign country, does it not rather necessarily follow 
that another country, which may bo in fear of the 
first, should therefore immediately order that type of 
weapon ? 

Sir Herbert Lawrence : I do not think it neces- 
sarily follows. Y'ou must remember that we cannot 
supply any country with anything without obtaining 
a licence. The Government know before we are per- 
mitted to do it, and therefore they have the oppor- 
tunity, if they wish it, of either stopping it or using 
it themselves. 

1970. Sir Philip Gibbs: I appreciate that, but I am 
really putting forrvard the argument that the very 
efficiency of your firm, and its enormous power and 
reputation, gradually raises the standard aird the 
quantity of the arms in the world. Will J'ou admit 
that? 

Sir Herbert Lawrence : I should not have said 
the quantity'. It might possibly' raise the standard 
of arms. 

1971. Sir Philip Gibbs: Does not that also include 
quantity ? 

Sir Herbert Lawrence: Not necessarily. 

1972. Sir Philip Gibbs: Not necessarily; but the ten- 
dency would be to do so, would it not? 

Sir Herbert J.awrence : ,I do not know. Sup- 
pose you came back simply to having pikes and 
swords, and then the special invention of sharpening 
were made, it would not extend the manufacture of 
them, necessarily. It rvould really' depend more on 
political matters than on matters of that sort. It is 
not the efficiency of modern mechanism which makes 
it so much more in demand. 

1973. Sir Philip Gibbs: But I think it is the 

efficiency of modern mechanism which forces a 
country which may be afraid of attack, or which 
desires to increase its defence, to invest in particular- 
designs ? 


Sir Herbert Lawrence: Within certain limits, 
I suppose that might be a fair argument. It would 
be, in truth, an insufficient one. 

1974. Sir I'liilip Gibbs: I am afraid some of my 
questions will be rather scattered and not on a 
general line of argument; but there was somje 
mention of your having financial interest in Japanese 
firms which are making munitions of war, and so on. 
Would Vickers get further prosperity if there is 
an enlarged naval programme adopted by the 
Japanese Government. 

Sir Herbert Lawrence : In so far as the firms 
in question are concerned, in that respect the only 
advantage to Vickers -would be a possible dividend 
from their interest in that concern, which is not a 
big interest. 

1975. Sir Philip Gibbs : But you would actually get 
some financial advantage from a very big naval 
policy in Japan? 

Sir Herbert Jjawrence : Certainly. 

1976. Sir Philip Gibbs : You say in your statemenf 
regarding foreign trade : “ It is unquestioned tha' 
all armaments ” — all British armaments, y-ou reall; 
mean — “ and particularly ships of w-ar constructed 
in this country, are in demand universally”; that 
is to say, y'ou claim that the standard of British 
in-oduction is so high that when y'our firm produces 
something it leads really to a universal demand? 

Sir Herbert Lawrence: Y’’es. 

1977. Sir Philip Gibbs: That, you see, rather adds 
to the argument I am try'ing to follow, that increased 
efficiency' of design also leads to an increase in the 
efficiency of slaughter between one nation and 
another. 

Sir Herbert Lawrence : I think really the 
inference I meant to be drawn from it was more in 
this direction. Take, for instance, as -n'orld com- 
petition, the supply of ships of war for the Argentine 
for the purposes of argument. Our design and our 
work is so good that we stand v'ery' good chances of 
getting the contract, unless some other state is 
subventioned by its own government. In fact, I 
think the work is so -n'ell known all over the world 
that people like to come here to get the work which 
is required ; but that is all. 

1978. Sir Philip Gibbs : Y’es. YMu do rather admit 
in the last paragraph of Statement No. 2* that 
there is a possibility of abuse. You say' that if 
armament exports are unchecked, the possibility' of 
abuses will inevitably continue to cause anxiety and 
so perpetuate general disquietude. 

Sir Charles Craven : That I think has not 
been read yet. Sir. 

Sir Herbert Lawrence: That is apropos of the 
licensing sy'stem? 

1979. Sir Philip Gibbs: Yes. May I ask you what 
kind of abuses you had in your mind, your own 
mind, when you wrote that paragraph? 

Sir Herbert Lawrence: I simply say, in a pre- 
vious part of that memorandum, that you will get 
all sorts of 

1980. Chairman: You are referring to the supply to 
irresponsible bodies, or irresponsible people? 

Sir Herbert Jjawrence : Y’es. 

1981. Sir Philip Gibbs: What kind of people did you 
have in mind when you wrote that paragraph? 

Sir Herbert La wrence : Well, all sorts of people 
who are quite immorally providing arms over a 
period to people like slave raiding countries, and 
countries of that kind. There has always been a 
great deal of criticism of what has been done in 
that way in the past, and I think that if you have 
a lot of small people whom you cannot control, that 
trade might spring up again. That is what I had 
in mind. 

1982. Sir Philip Gibbs : Ymu do not think it applies 
at all to Vickers? 

Sir Herbert Lawrence: Impossible. 

* See p. 371. 
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1983. Sir Philip Gihbs : You do not think such 
places Tvould enter into the public relationships of 
Vickers themselves? 

Sir Herbert Lawrence-. I think it would be 
quite impossible. 

1984. Sir Philip Gibbs: Forgive me for pressing 

this point, but take for instance the Chaco war. 
The report by the League of Nations manifested the 
fact that this war between two very primitive 
peoples was becoming very highly mechanised and 
that they were being provided with all the most 
modern forms of destructive weapons, which came 
not only from America but from European countries. 
Would it be fair to ask you if your firm had con- 
tributed to those weapons? 

Sir Herbert Laivrence: Oh, yes, we supplied 
them to Bolivia; but the contracts for most of that 
work were made a long time before the war. I can 
give you the whole details of the contracts.* 

198.5. Sir Philip Gibbs : I think, as a matter of 
fact, the delivery of goods increased actually 
during the process of the fighting? 

Sir Herbert Lawrence: I do not think so. Sir. 
There was a certain amount of artillery provided. 
Some material was delivered during the war, but 
there were considerable delays because they would 
not take delivery of certain things, as not being 
sufficiently up to specification, and they had to be 
adjusted. The main contracts were some time 
antecedent to the war. I can give you the details of 
them. 

1986. Sir Philip Gibbs : Thank you very much. Of 
course, that is to some extent an admission that a 
great firm like Vickers does supply these primitive 
peoples with very modern forms of slaughter? It 
provides them with a means of slaughtering each 
other ? 

Sir Herbert Lawrence: I do not think those 
people would admit that they are very primitive 
really. 

198/. Sir Philip Gibbs: Not the Bolivians and the 
Paraguayans ? 

Sir Herbert Lawrence : No. I had more in 
my mind a sort of slave trading business, that was 
conducted at one time, or the importation of arms 
into Arabia and Africa, which was pretty bad at 
one time, I imagine. 

1988. Sir Philip Gibbs : Going to quite a different 

point, you added a supplementary statement with 
regard to Sir Basil Zaharoff, in which you said that 
he had had no kind of connection with the Vickers 
firms since 1924; but as a matter of fact in the 
American evidence before the Nye Committee, 
as it is called, there is the letter from 

Sir Basil Zaharoff dated in 1925. It is 

Exhibit No. 31, on page 336 of Part I of 
tbe Committee’s Proceedings. The letter is dated 
the 19th iMay, 1925 — that is, a year after the date 
upon which you mentioned his having ceased to be 
associated with the firm— and he says : “ I deserve no 
thanks for what I have done, because I am bound 
to attend to the interests of my firm of Vickers and 
of rny friends, the Electric Jioat Company, in both 
of which I am a shareholder Of course, that is 
going back some time in history, but you started 
your hstorical survey by going back as far as 1867, 
and therefore perhaps you wiU think I am justified 
in going back as far as 1926. In the popular 
imagination of the world there is no doubt that Sir 
Basil Zaharoff is regarded as a verv sinister figure 
stalking through the Courts of Europe and acting as 
an agent for the sale of .munitions of war. May I 
ask you what was his exact position with regard 
to the firm of Vickers? 

Sir Herbert Lawrence: Prior to 1924? 

1989. Sir Philip Gibbs: Prior to 1925. He was still 
acting in your interests in 1925? 


See Appendix 15, p. 425. 


Sir Herbert Lawrence : Only in regard to the 
Spanish business. 

1990. Sir Philip Gibbs : Well, he uses the words, 
“ my firm of Vickers.” 

Sir Herbert Lawrence : Have you ever met Sir 

Basil ? 

1991. Sir Philip Gibbs : Only just casually. 

Sir Herbert Lawrence : He is rather an ex- 
pansive person, and talks rather at large. 

1992. Sir Philip Gibbs : AVas he, as a matter of fact, 
at that time one of your agents? 

Sir Herbert Lawrence : Yes, he was our 

agent. 

1993. Sir Philip Gibbs: A specially appointed agent? 
Sir Herbert Lawrence : Yes, for Spanish 

business. 

1994. Sir Philip Gihbs: But previously to that, was 
not he also your general agent? 

Sir Herbert Lawrence : I really do not know. 
He brought in a vast amount of business to Vickers, 
I know that, probably 20 years before that. 

1995. Sir Philip Gibbs : But would he have been 
officially recognised as one of your agents? I mean, 
would he have signed an agreement with your firm? 
He must have done, of course? 

Sir Herbert Lawrence : I do not think so. 1 
should say certainly not. I do not think he was 
ever accredited in any sense by a signature of the 
firm. 

1996. Sir Philip Gibbs: But in order to draw hi.s 
commission, and so on, you would have had to have 
a formal agreement with him? 

Sir Herbert Lawrence : I think he would have, 
probably. I have no knowledge of it. 

1997. Sir Philip Gibbs : Would you like me to ques- 
tion Sir Charles Craven upon that matter? 

Sir Herbert Lawrence : Certainly. There is an 
agreement now with him simply for Spanish business, 
and providing him with office staff, and a commission 
on that business ; but nothing has happened to it 
for some time. 

1998. Sir Philip Gibbs : Some question was raised 

with regard to your advertising in the Press, of 
which you will have the figures, but 1 want to ask 
you an additional question. Has Vickers any finan- 
cial interest in any of the English newspapers ? 

Sir Herbert Tjawrence : Absolutely none, of any 

kind. 

1999. Sir Philip Gibbs: Y’ou are quite sure of that? 
Sir Herbert Lawrence : Except for the report 

of the annual general meeting, and that sort of 
thing. 

2000. Sir Philip Gibbs : I do not mean that. Do you 
hold shares in any of the English newspapers? 

Sir Herbert Tjawrence : Absolutely nothing. 

2001. Sir Philip Gibbs : It was suggested by one of 
the witnesses who came before us — he was by name 
of Pollitt — that Vickers had appointed a number of 
The Times corresiiondents as their agents abroad. 
Is there any truth in that? 

Sir Herbert Tjawrence : None. Those gentle- 
men whom he referred to — I have seen his state- 
ment — were employees of the people who represented 
us in certain capitals of Europe. We try to appoint 
people of considerable position and eminence in each 
place, and, failing that, we generally ask the local 
government if they can advise us as to somebodj' to 
appoint. Apart from that, their office arrangements 
are entirely their own. 

2002. Sir Philip Gibbs : It is rather curious that 
correspondents of The Times should be selected. I 
take it that that is so. Is that .so. Sir Herbert? 

Sir Herbert Lawrence : Sir Charles will be 
dealing with that matter. 

2003. Sir Philip Gibbs: Is it the fact that there 
were agents appointed who were also correspondents 
of The Times? 

Mr. Yapp: There are two cases, as far as I 
know. One is the case of a Mr. Bryce, and one 
of Mr. Boncesco. 
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2004. Sir Philip Gibbs: And there was another 

gentleman too. There are three of them? 

Mr. Yapp: As far as. I know, Mr. Bryce was 
a correspondent of The Times newspaper before the 
fusion of Vickers and Armstrongs, but that had 
nothing to do with the appointment of agent. 

2005. Sir Philip Gibbs: But it was done with your 
knowledge P 

Sir Herbert Lawrence : What was done with 
our knowledge? 

2006. Sir Philip Gibbs: The appointment of Mr. 
Bryce. 

Sir Herbert Lawrence: To The Times, do you 
mean? 

2007. Sir Philip Gibbs: No; the fact that he was a 
correspondent of The Times was known to you when 
he was made your agent? 

Sir Herbert Lawrence : No, as far as I am 
aware it was not. 

2008. Sir Philip Gibbs: Would it not have been 
necessary for you to have had his credentials? 

Mr. Yapp : Mr. Bryce was a member of a 
company. It was the company which held the 
agency in Y^ugo-Slavia. Mr. Bryce was a member 
of that company, and Mr. Bryce personally was 
for a period a correspondent of The Times. 

2009. Professor Gutteridge : Is he the gentleman 

who utilised his typist to do all the work for The 
Times? 

Sir Herbert Lawrence: Oh, no. 

Professor Gutteridge : There was one of them 
who did, I believe. 

2010. Sir Philip Gibbs : May I ask you whether the 
firm of Vickers made a loan at any time to Roumania 
for the purposes of buying munitions of war? 

Sir Herbert Lawrence : Never. We have never 
made any loan to Roumania of any kind whatever, 
either direct or indirect. 

2011. Sir Philip Gibbs: Because there is a state- 
ment in the Manchester Gitardian — I am sorry I 
cannot give you the exact date — which states that 
a loan was made to Roumania, and the question was 
whether Vickers were repaid for the delivery of 
arms in Roumania, where English merchants had 
to cut a great amount of the monej's due to them, 
owing to the failure of the Roumanian Govern- 
ment. 

Sir Herbert Lawrence : That story might have 
arisen from this fact, that the Roumanian Govern- 
ment after the War wanted to start the manufac- 
ture of arms themselves in government factories, 
and they asked us for our technical advice, and 
also for machinery. We sold them a considerable 
amount of machinery which was not required at our 
works, and at works which had been closed down 
here. They could not pay us, and we took shares 
in the company which they formed in place of it — 
in place of the money. 

2012. Professor Gutteridge : That was the Copsa 

Mica ? 

Sir Herbert Laxcrence : Yes. 

2013. Sir Philip Gibbs: Thank you very much in- 
deed. I think I will reserve my other questions for 
Sir Charles Craven, as they are rather more on 
matters of detail than of general policy. 

2014. Sir Thomas Allen : In paragraph 2 of State- 
ment No. 1''^ you say: “ If the manufacture of arms 
is to be a function of the State, the State will have 
to keeii large plants in being without having the 
advantage of supplying an export trade ”. We have 
been told in one connection that the export trade 
in arms is possibly the most lucrative part of the 
business. Why should the State in the event of 
national monopoly not have the advantage of this 
trade? 

Sir Herbert Lawrence : I think that is more a 
political question than a commercial one. I do not 

* See p. 347. 


know if any state responsible for its own manu- 
facture would also be prepared to manufacture for 
foreign countries. I should have doubted it. How- 
ever, it is a matter of opinion. 

2015. Sir Thomas Allen : But you would not pre- 
clude a state from doing a business which private 
enterprise now regards as legitimate and necessary 
to be done? 

Sir Herbert Lawrence : Not necessarily, 

of course, but one would have thought, perhaps 
through experience, that it was inconceivable. I 
may be quite wrong. It is really an ex- 
pression of opinion. 

2016. Sir Thomas Allen: But there are many non- 
producing countries to which arms would be 
essential in any view ? 

Sir Herbert Lawrence : Certainly. 

2017. Sir Thomas Allen : And there is no reason 
why a government producing nationallj' should not 
produce for those countries an essential commodity? 

Sir Herbert Lawrence : Might I submit to 
you that that is the very argument that is being 
used by those who advocate peace at any price 
against the armament firms. 

2018. Sir Thomas Allen : I know that that has been 
so, but while war organisation is essential to any 
nation there is no reason why, under a national 
system, a state should be precluded from doing what 
private enterprise does. That is my point. 

Sir Herbert Lawrence : Certainly. 

2019. Sir Thomas Allen: In the same paragraph of 

your statement you say: “In order to be in a 

position to pass rapidly from a peace-time to a war- 
time production, it will have to manufacture on a 
scale far higher than is normally required ”. If 
the state supplied all its requirements, it would 
naturally manufacture some at present and keep, 

I take it, plant accordingly. Why should the state 
monopoly affect the position any more than under 
the present system? You told us just now that 
you produce to order — that is, to the order of the 
state requirements. 

Sir Herbert Lawrence : What I had in mind 
there was this. In the event of the state being the 
sole supplier of certain types of arms, they would 
have to keep a verj' considerable staff in existence 
and to employ them, and in order to employ them 
they would have to produce much larger quantities 
than a private firm has to do, because the private 
firm’s business needs surplus employees either for 
foreign work or for commercial work. 

2020. Sir Thomas .illen : In the same paragraph you 

say also: “After a prolonged peace, most of its 

production would be obsolete 

Sir Herbert Laxcrence : Well, take matters like 
ammunition for field artillery, and a variety of 
stores that one can think of. That would have to 
be manufactured in excess of the actual consumption, 
year by year. You would be gradually accumulating 
vast quantities of stores which after a number of 
years would become completely obsolete. 

2021. Sir Thomas .Wen: Why so? Why would that 
be necessary? 

Sir Herbert Txixorence: Do yon mean neces- 
sary to accumulate? 

2022. Sir Thomas Allen: Yes. 

Sir Herbert Laxcrence : Because you have got 
to keep the people employed. We employ our people 
because they are not only required actually for the 
armament work, but for a variety of similar com- 
mercial work. 

2023. Sir Thomas .Wen: Your point being that the 
Government would be obliged to manufacture above 
requirements, under a state system ? 

Sir Hex’bert Lavxrence : Certainly. 

2024. Sir Thomas Allen : It has been suggested to us 
that under a state system a reserve of plant to 
ensure the opening out of general possible require- 
ments if war occurred, would obviate the necessity 
of accumulating stocks. You would simply have your 
plant ready. 
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Sir Herbert Lawrence'. For extensions .P 

2026. Sir Tlwinas Allen : Yes. 

Sir Herbert Lawrence : There I have to be 
careful as to what I answer, because it is a matter 
on which I think, if you asked the Defence Forces, 
I mean the Army and Navy, what has occurred m 
industrial establishments, they would be able to tell 
you what has been done under that scheme, and I 
do not think I am at liberty to talk about it. 

2026. Sir Thomas Allen : Do you think that in order 
not to necessitate the accumulation of stocks it 
would be practicable to have this plant ready and 
workable at a given time of emergency? 

Sir Herbert Lawrence : Under a government 
control do you mean? 

2027. Sir Thotnas Allen : Yes. 

Sir Herbert Lawrence : But you would not 
have the men. Y’ou might have the plant, but you 
would not have the men. The plant is expensive to 
keep up, but you might have the plant; but you 
might not have the men. 

2028. Sir Thomas Allen: But all plant necessary for 
production has to be kept up somewhere at the 
present time. Is it your point that your plant can 
be taken over to some other productive purposes? 

Sir Herbert Lawrence: Not the armament 

jilant. The armament plant is kept in existence 
and going by simply (a) our supply to the Defence 
F'orces here, and (6) our supply to foreign countries. 
The two combined keep our armament plant in fairly 
good condition. 

2029. Sir Thomas Allen : But if there are no orders, 
the plant is idle, and that would apply to a state 
plant? 

Sir Herbert Lawrence : Y’es. For example as 
far as the steel plant is concerned, certain portions 
can be turned over to commercial steel for 
passenger ships. 

2030. Sir Thomas Allen: In paragraph 3 of State- 

ment No. 1 you say: “ State manufacture is tradi- 
tionally unenterprising and there will always be a 
tendency to be satisfied with conditions which may 
be expected to ‘ last my time TVould you 

elaborate that point a little for us? 

Sir Herbert Laxcrence : I think there is vo 
particular inducement. The arguments are common 
to all state enterprises, I think. It depends on 
whether you believe in a national system of adminis- 
tration of commercial businesses or not. I do not 
think that any of the great inventions of the last 
100 years would ever have been heard of if you 
had had a purely national system or a system which 
depended purely on a democratic vote. Probably a 
democracy would have voted against any single 
one of the inventions which have improved life in 
the last 100 years. 

2031. Sir Thomas Allen: Do you say that state mono- 
poly would never pay as a business proposition? 

Sir Herbert Jjawrence : I think it is extra- 
ordinarily difficult to see how it is going to, person- 
ally. It might prosper in some countries, but not in 
a country like this, which has got to compete with 
world prices. I do not conceive it to be possible. 

2032. Sir Thomas Allen : But it proved to be possible 
in war time. It has been advanced to us that in so 
far as the state is unenterprising, the main reason 
is the constant pressure of private manufacture on 
the three Services which othenvise would go to 
Government workshops, and that this has tended to 
reduce their efficiency, especially so since the War. 
Do you in any way bring pressure upon the Govern- 
ment for orders in order to keep your plant working? 

Sir Herbert I.axirrence : No, we have no power 
to bring any pressure. 

2033. Sir Thomas Allen: Then you go on to say that 
under state manufacture there will always be a 


tendency to be satisfied with conditions which may be 
expected to “ last my time.” Is not that in itself 
a reason why there is no enthusiasm for a change 
over from the present dual system to state responsi- 
bility, and really affords an argument against that 
system ? 

Sir Herbert Lawrence : Against private manu- 
facture, or against state manufacture? 

2034. Sir Thomas Allen : Against state manufacture. 

Sir Herbert Lawrence : I think it is an argu- 
ment. 

2035. Sir Thomas Allen: Against state manufacture? 

Sir Herbert Laxcrence : Yes. 

2036. Sir Thomas Allen: Your argument against 

state manufacture is contained in paragraph 3 of 
Statement No. 1 where you say : “ In private manu- 
facture there is the restless activity which derives 
from competition.” You have already dealt with 
this competition point in answer to previous ques- 
tions, but it does seem to us that this restless activity 
of private manufacture has been more in the direc- 
tion of eliminating each other as manufacturers and 
therefore, naturally, the elimination of competition. 
In reply to a question put recently in the House of 
Commons the answer given was that there were fewer 
firms in existence for the purpose of manufacturing 
arms than in 1914. That is so, I take it, by reason 
of the amalgamations that have taken place? 

Sir Herbert Laxcrence : Yes. 

2037. Sir Thomas Allen: Could you say there is any 
really effective competition in the armament trade at 
the present time? 

Sir Herbert Laxcrence: In this country? 

2038. Sir ThorxMs Allen: Yes. 

Sir Herbert Laxcrence : No, I should say there 
is practically none. 

2039. Sir Thomas Allen: Then in paragraph 3, coming 
to the point of the question which was raised by 
Sir Philip Gibbs, yon say: “It was the genius of 
Sir A. Noble and his staff at Elswick which drove 
the Government to equip the Army with rifled 
ordnance and breach loading mechanism, after they 
had supplied numerous foreign countries.” Is that 
a good reason really for supporting one enterprise, 
or for sustaining the element of competition, to 
supply countries abroad, and then make that a good 
reason for driving the Home Government to give 
orders for similar equipment? 

Sir Herbert Laxcrence : It would be surely 
natural that this country should not be worse 
equipped than other countries in respect of an inven- 
tion of that kind. It .would be like this country 
contentedly going to war .with a muzzle-loading gun 
against a man who had a repeating rifle. It was 
the fact of Sir Arthur Noble’s invention and that it 
was adopted by foreign countries, which did make 
this Government at last take up the question. 

2040. Frofessor Gutteridge : I do not know if you 
can tell me, but I believe the first man who invented 
a breech-loading rifle was a German? 

Sir Herbert Laxcrence : Yes, I believe so. 

2041. Professor Gutteridge : The breech-loading, I 
think, was not a British invention, was it? 

Sir Herbert Jjawrence: No. 

2042. Sir Thomas Allen : Then there is a statement in 
the fourth paragrajih, and does it not resolve itself 
into this, speaking of competition, that such com- 
petition as does exist between purchasers is really 
competition to create an atmosphere amongst 
governments to create demand? 

Sir Hex'bert Jjawrence : I think that must be a 
matter of opinion. I do not think so myself. 

2043. Sir Thomas Allen : If this is a correct reading 
of it, is it not a very strong reason for abolishing the 
present system in respect of salesmanship? 

Sir Hex'bert Jjawrence : I do not know that 
that follows. 


{Adjoxirned for a short time.) 
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Un resuming : — 

2044. Sir Thomas Allen : Still on Statement No. 1, 
paragraph 5, you say : “ The Dockyards and Arsenals 
belonging to the State are no doubt very highly effi- 
cient, but in the event of war they could not do much 
more than keep abreast of repair work I take it 
that adequacy in wartime depends really upon plan- 
ning in peace time, and preparedness would apply 
equally to private manufacture as to the State, would 

it not? . 

Sir Herbert Lriwrence: What I meant to imply 
there was that the existing factories which are under 
the control of the State could not do more than re- 
pair work in case of emergency, that their whole 
capacity would he occupied in repair work and not in 
fresh construction. 

2045. Sir Thomas Allen: I take it that, in the event 
of the State deciding to nationalise, it would be upon 
an arranged plan, that they would he efficiently 
equipped for the work they would have to do in 
wartime. 

Sir Herbert Lawrence: I presume so. Which 
would involve the taking over of our existing estab- 
lishments, of course. 

2046. Sir Thomas Allen: Yes, and providing other 
establishments. Following up the question put by 
Sir Kenneth before lunch: In paragraph 5 you say, 

“ The State can, as long as private firms exist, fall 
back on them to supplement their normal production. 
The Government could do what was done in the last 
war with the railways — namely, take over the whole 
business as a going concern ”. I take it from your 
reply to Sir Kenneth that you raise no objection to a 
procedure of that kind. My point is this : If this is 
a good policy or a necessary policy in wartime, why 
not obviate the waste by not having to make it? 

Sir Herbert Laiirrence : By taking it over in 
peace-time ? 

2047. Sir Thomas Allen : Yes, that is the inference. 

Sir Herbert Lawrence: The only objection to ■ 

that — it is an objection from the State’s point of 
view, not from my point of view — is the expense. 

2048. Sir Thomas Allen: The expense? 

Sir Herbert Ijawrence: The cost. 

2049. Sir Thomas Allen: We will, perhaps, come 
to that a little later on. In the sixth paragraph, 
you say “ . . when we, that is A^ickers-Armstrongs, 
Limited, are considering the term ‘ armaments,’ we 
do not think in terms of shells. . . . but we think 
in terms of the more advanced and complicated type 
of armaments.” There are two things I .would like 
to mention there. First of all, you did take orders 
for shells; we were told by Dr. Addison, I think, 
that Vickers and Armstrongs between them took 
orders for £1,927,000 worth of shells, that they de- 
livered £543,000 worth, and that there were arrears 
of £1 384 000. Wliile you were not thinking in terms 
of shells, ’you did take orders, and failed to deliver 
the goods. That is the first point. The second 
point is, that the tables submitted by Dr. Addison 
showed that the private firms generally, not only 
yours, were just as far behind in their promises o 
delivery in respect to machine guns and fuses as they 
were with respect to shells and cases. Is that cor- 

rect ? . T + 

Mr. Yapp : I am not sure that it is. I cannot 

answer definitely. I do not know that any definite 
promises about delivery of shells were made. 

Sir Thomas Allen: Have you seen Dr. 

Addison’s tables? 

Mr. Yapp : I have seen Dr. Addison s state- 
ment He does refer to definite promises having been 
made to deliver shells and certain other things in 
definite times. I am not quite sure that that is a 
correct statement. 

2051. Sir Thomas Allen: You do not dispute it? 

Mr. Yapp: I do not dispute it, but I think 
it is very much more likely that .we were told that 
that was what they would like us to do and we said 
that we would do our best to do it. But you must 


remember that we had so few orders for those shells 
before the War, and for machine guns, that we were 
not in production in any real sense of the word. 

2052. Chairman : With reference to that point : We 
have been told that those orders, or the bulk of 
them, were given as a consequence of your people and 
some others who were present saying, “ We cannot 
promise, but we will do our best.” We have had 
that evidence, have we not? 

Sir Thomas Allen: Yes. Only, that they did 

take the orders. 

2053. Chairman: And Dr. Addison said they .were 
written orders. 

Mr. Yapp : Oh ! yes, definite orders were re- 
ceived for the manufacture of shells. 

20.54. Sir Thomas Allen: In “ B. Vickers Group- 
Brief Historical Survey”* 

writing down of share capital. Was this attributable 
in any way to loss on armament production or to 
outlay in providing for or extending production in 
war-time emergency? I ask that for this ' 

Sir Stanley von Donop, when he came before "s, said 
that in oLber, 1914, a Committee of the CaWt 
called upon the English armament firms to 
larger quantities than were already arrang^, an 
that they were given a free hand as regards cash 
II: set S Plant\iid buildings. I was wondering 
whether you put that statement in as justification 

for anv loss on armaments. 

Sir Herbert Lawrence : No, it is not p 

M55*.^S; Thomas Allen: You do not attribute it 

to that,ayn?^^^ Law-rence: No. An allowance was 
made in the final adjustment of the accounts f 

excess profits duty. . i„„_ 

2056. Sir Thomas Allen: I want to get it clear 
because we have been assured again and again y 
various statements that have been made to us th^ 
eveiy extension was paid for directly or in an agre^ 
nrice for the munitions to cover aiy expenditure 
that might he necessary for undertaking this 

Goveinmen^^^^^-^ laioreiice : It was not done 

entirely in that way. When the final adjustment 
for E P D. was made that was taken into accou 

2057 Sir Thomas Allen: In Statement No. 2t, para- 

Japh 5, you say: “An organisation 

referred to above ” — ^that is, Vickers 

dependent upon the highest classes of engineering 
employment, both military and commerciaL Is 
there anything peculiar to armament firms in this 
respect which is not common to other great firms not 
engaged in armament manufacture? ^ 

Sir Herbert Laxorence : Only in so far as 

nearly all military and naval production is very 
hio-h class of manufacture both in steel and 
design. It is quite a speciality of its own. 

2058 Sir Thoxnas Allen : In paragraph 6 you retei 
to facilities for design, etc. You say they must 
all be available instantly, and capable of immediate 
practical development.” Would you say that that 
is the state of your position now, in the event of 
an emergency, or was it the state? 

Sir Herbert Lawrence: Yes. 

9059 Sir Thomas Allen: I pass to the second para- 
graph under “Costs” in Statement No. 2 
Another side of this picture was shown to us-I 
think by Dr. Addison— in this respect, that 
dependence by Government Departments on selected 
firms led to private inflation, and that knowledge of 
that dependence resulted in a fairly tight armaments 
rin<^ and price understanding among the firms con- 
cerned. I think we have got that fairly well out in 
the morning discussion. Y^ou have nothing further 
to say upon that, I suppose? 

Sir Herbert Lawrence : No. 


* See p. 348. 
f See p. 371. 
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2060. Sir Thomas Allen : On the same page, under 

“ t oreign Trade” — “ . . . the abolition of private 
manufacture would entail the loss to this country 
of an export of considerable importance with cor- 
responding injurious effect on employment.” We 
have been told that half the world’s exports of muni- 
tions was made by Great Britain. Is that anythino^ 
like the factP ° 

Sir Herbert Lawrence-. Would you mind re- 
peating that question ? 

2061. Sir Thomas Allen : We have been told that 
half the exports of armaments in the world is con- 
tributed by Great Britain. Do you know anything 
about that.? 

Sir Herbert Lawrence-. I could not answer 
that question. I can tell y-ou the proportion of 
foreign work which we do compared with our home 
work. We have given you that in one of the 
schedules which was asked for by the Commission. 

2063. Sir Thomas Allen-. Y'ou do not really know 
what the armament trade of the world is.? 

Sir Herbert Lawrence -. No. 

2063. 5ir Thomas Allen -. Is your point that the 
armaments trade is helpful and necessary to keep 
you in a competitive place in the markets of indus- 
trial and commercial production? 

Sir Herbert Lawrence -. Not so much com- 
mercial; but I would again refer you to that 
schedule. I am speaking from memory at the 
moment. You will see that during those five years 
the proportion of the foreign work which has been 
done by this firm is roughly about 30 per cent, of 
the R hole that we have. That is a very considerable 
proportion. Of course that figure is largely made 
up of vessels of war of one kind and another— big 
and expensive things. The actual volume is not big; 
the cash representation of it is large. 

2064. Sir Thomas Allen ; I come to the point of re- 
dundant machinery which you would have in the 
event of a national monopoly. Y’ou say that 
machinery of the value of £22,300,000 would be 
rendered redundant in the event of a state monopoly. 

Is that the present value as shown in your balance 
sheet. 

Sir Herbert Lawrence -. It is the replacement 
value. It is the amount of money that you have to 
spend in order to create the machinery that is 
Recessary, but it does not include goodwill, or any- 
thing else connected with the business at all. 

2065. Sir Thomas Allen-. Is that quite independent 
of writing down the £12,000,000? 

Sir Herbert Laurrence : Quite ! 

2066. Sir Thomas Allen : Do you know what the 
total plant is in your balance sheet? 

Sir Herbert Lawrence-. It is such a 
tremendous group of companies that that would be 
v'ery difficult to ascertain quickly. 

2067. Sir Tho-mas Allen: My point is this: I have 
been totting up the figures of total production and, 
as far as I can make them, your turnover for 1934 
for all purposes was £13,892,142, and on a succeed- 
ing page you show a specific production in armaments 
of £7,288,451 for the year, leaving commercial pro- 
duction at £6,603,691. 

Sir Herbert Lawrence : Yes. 

2068. Sir Thomas Allen -. My point was this, that if 
we knew something of the balance sheet value of the 
total machinery it would help us with regard to the 
£22,000,000 figure. 

Sir Herbert T^awrence : IVe will try and pre- 
pare something for you if you wish, but I think it 
would be very difficult to disintegrate. I can put 
it better in this way, that in certain factories— prob- 
ably 100 per cent., or the vast majority, is purely 
armament work. In others— take Sheffield, which 
includes the English Steel Corporation — it is about 
75-25, 75 commercial, 25 armament. And so it goes 
on through the various factories. At Barrow and 
Newcastle it is preponderatingly armament; at 
Crayford and Dartford, it is almost entirely 


armament. There is practically no commercial work 
there at all. 

2069. Sir Thomas Allen: ‘When you speak of re- 
placement value are we to understand that depre- 
ciation has not been taken into account at all ? 

Sir Herbert iMW-rence : Oh I it certainly has 
been taken into account. 

2070. Sir Thomas Allen : Would it be too much to 
ask R hat is your rate of depreciation ? 

Sir Herbert Lawrence : It is wdiat is allowed 
by the Inland Revenue for the purposes of ascer- 
taining taxation. 7^ per cent. 

Mr. Held Young: 7i per cent, on plant and 
2j per cent, on buildings, generally speaking. 

Sir Herbert Lawrence : That is not the R-hole 
story. A great deal more is alloR'ed than that. 

2071. Sir Thomas Allen: More depreciation? 

Hir Herbert Lawrence: We do not get relief 
from taxation in respect of it, but we allow more. 

2072. Sir Thomas Allen: That is not my poiht. It 
does seem to me that if j’ou depreciate at a rate of 
7i per cent, on a redundant value of £22,000,000 
it is a very low rate of depreciation and would take 
longer to redeem in totality than by the ordinary 
business practice of wiping out machinery, say in 
ten years. 

Mr. Heid Young : I think I might make it 
clear that the £22,000,000 figure bears no relation 
whatever to the book values of the plant. That 
£22,000,000 figure has been prepared by our engineers 
on the basis of putting in the place of the plant 
as it exists to-day a similar plant. 

2073. Sir Thomas .illen : I did not ask you for the 
book values. What I asked you for was the balance 
sheet values. 

Mr. Heid Young : The balance sheet values? 
It is the same thing. 

2074. Sir Thomas Allen: The balance sheet values 
would bear no relation to the values of replace- 
ment ? 

Mr. Heid Young: No, none at all. 

2075. Sir Thomas Allen : I come now to your Appen- 
dix 9.* On sales abroad, we have been told that 
the British Diplomatic Service has been used to 
secure orders. I think Mr. Newbold stated in his 
evidence (Questions 801 to 804) that firms are agents 
of the Foreign Office and are carrying out their 
policy as agents. Have you, in your own experience, 
any evidence of help or assistance having been given 
you by the Diplomatic Service in inducing other 
nations to give you orders? 

Mr. Yapp : No. 

2076. Sir Thomas Allen: I see that Sir John Simon, 
in answer to a Question in the House of Commons 
said practically that the United Kingdom Diplomatic 
Service assists British firms to obtain orders. You 
have not had that assistance at all in any way? 

2077 . Chairman : What we have been told hitherto 
is that where it has become common knowledge or 
has been advertised that foreign governments re- 
quire certain — whatever it may be — then the repre- 
sentatives of this country in the particular place 
do their best to help them. 

Mr. Yapp: Certainly they would; if we thought 
we were not getting fair treatment vis-a-vis our com- 
petitors we should certainly appeal to the Minister. 

2078. Chairman: Then they do help? 

Mr. Yapp -. To that extent. That does not 
often happen. 

2079. Sir Thomas Allen : The answer, I thought, in- 
dicated that assistance had never been sought. 

Mr. Yapp : I would not say it had never been 
sought. 

2080. Sir Thomas Allen : Are there any sales other 
than national undertaken by your firms abroad? 

Sir Herbert Jjawrence: To governments? 

2081. Sir Thomas Allen: Yes. 


* See p. 406- 
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Mr. Yapp: No, except to foreign shipbuilders 
ivho may bo building a hull for another country, 
and wo may supply the armaments to them for 
ultimate delivery to another country. 

2082. I’rojcssur Gutteridge : That would be within 
the knowledge of our government? 

Mr. Yapp: That is all disclosed. 

2083. Sir Thomas Allen: Coming back again to the 
totality of your production of armaments, I find an 
average sum of between £6,000,000 and £7,000,000 
per year over the last five years. Would j'ou not re- 
gard a £7,000,000 annual production of a commodity 
as good financial business to be undertakmi by the 
state? Is it not big enough, or is it too big? 

Sir Charles Craven: I do not know. Sir, that I 
can answer that question directly. That £7,000,000 
may be £1,000,000 next year. If you had a 
guaranteed order for stuff every year for twenty 
years, yes ; but you do not. What is going to happen 
to the state concern ? I suppose 1 cannot ask you 
questions, but I draw your attention to the chart we 
put forward and the years following the War. A 
state factory would be shut. 

2084. rrofessor Gutteridge : I think I am right in 
saying that in one year your armaments production 
was almost nil? 

Sir Charles Craven: Yes. 

208-5. Frofessor Gutteridge : And I take it in that 
particular year you w'ere supplanted by the state 
arsenal ? 

Sir Charles Craven : Yes. 

2086. Sir Thomas Allen: It has been put to us that 
the cost of nationalisation would not really increase 
the cost of production to the government over the 
problematic period because the state already reim- 
burse private firms for the whole of their charges in- 
curred in maintaining private plant in the price 
paid for the commoditj'. Is there any truth in that 

at all? . 

Sir Herbert Lawrence : I say that is not true. 

It is definitely untrue. 

2087. Sir Thomas Allen: My point is: If there is no 

truth in it at all 

Sir Herbert Uiwrence : The state contracts are 
ad hoc, they do not bear reference to anything at all. 

2088. Chairman: A suggestion has been made that 
the State is subsidising some firms now for maintain- 
ing their plant; but it does not apply to Vickers, I 
understand ? 

Sir Charles Craven : In one year, six years ago, 
a small subsidy was paid to the armour firms when no 
armour was ordered. 

2089. Chairman: To your firm? 

Sir Charles Craven: Yes, and the other two 
to the three armour firms. 

2090. Frofessor Gutteridge: How much was it, do 
you remember? 

Sir Charles Craven : £60,000. 

2091. Chairman: It was only done for one year 111 
your case? 

Sir Charles Craven : Yes : We have had nothing 
since then. 

2092. Sir Thomas Allen : Under our present licensing 
system is it possible for component parts to be sent 
abroad for assembly to any firm with which you may 
have relationship? 

Mr. Yapp : Is it possible, do you mean, within 
the limits of the licensing law ? 

2093. Sir Thomas Allen : Yes. 

Mr. Yapp : I should not think so. 

2094. Sir Thomas Allen: Does the licence cover com- 
ponent parts? 

Mr. Yapp : The licence covers components of all 
descriptions of armaments. 

2096. Frofessor Gutteridge : What we were told by 
the Government Departments was that it covered 
component parts of everything except aeroplane 
engines. 

Sir Herbert Jjiwrence: I think that is true. 
2096. Frofessor Gutteridge : They said that aeroplane 
engines stood on a different footing, that nothing 
could leave an aeroplane factory without the Air 


Ministry people knowing about it, because they had 
people oil the spot, technical officers and inspectors. 

Sir Herbert Lawrence : We do not make aero- 
plane engines. 

2097. Frofessor Gutteridge : You only make the struc- 
ture? 

Sir Herbert Lawrence : Yes. 

2098. Sir Thomas Allen : With regard to the con- 
vertibility of machinery, is it possible by any factor 
to convert any of this armament machinery to in- 
dustrial purposes? 

Sir Charles Craven: I think it is a very 

difficult question. There are certain machines that 
we should not have in our shops — machines, some of 
them, that cost £40,000 — unless we were armament 
manufacturers. For a lot of their time they are 
used for machining large winders for the gold mines 
of South Africa. 

2099. Frofessor Gutteridge : Have not some of them 
been used by Imperial Chemicals? 

Sir Charles Craven : Yes, that is industrial. 

2100. Sir Thomas .illen: I ask that question because 
it seems to me to be a rather important one from our 
national point of view. We have been told, for 
example, that in Germany all the new machinery 
that is being put down for industrial purposes is 
easily convertible for the purposes of munitions xiro- 
diiction. Do you know anything about that? 

Sir Charles Craven : It is possible. I do not 

kno.w. 

2101. Sir Thomas Allen: Short of nationalisation, 
are you in favour of any system of control by the 
state that would help to minimise the objections 
alleged against private manufacture that have been 
put to us from time to time, and which you have no 
doubt read in the evidence that has come before us? 
Have you anything in your mind that, subject to 
the continuance of private manufacture, would give 
the public confidence and would remove any doubt 
with regard to the efficiency of our present system 
and prevent or minimise the alleged evils connected 
with the trade? It would help us to know if you 
are looking into the future and visualising the pos- 
sibilities of what might be done. I do not know 
whether there is anything you can suggest to us, 
having in mind the continuance of private manu- 
facture ? 

Sir Charles Craven: The only practical sugges- 
tion I have to make is that licences 

2102. Nir Thomas .Allen: Before you answer: We 
have heard some evidence about a national central 
control board, to whom all the three Services would 
come, through whom all orders should be placed, and 
who should organise the industry in peace time, so 
that it would be prepared in the hour of emergency 
immediately to turn over to war-time production. 
Then we have had the American proposals placed 
before us with regard to licensing and other kinds of 
things. Are you familiar with that? 

Sir Charles Craven: Yes, generally with the 
American proposals, but the only iiroposal that we 
would object to is international inspection. If it 
meant to say that international inspection was going 
to pry into every development we were trying to do, 
those' inspecting government coinmissioiis would very 
soon be agents for firms in their countries. 

2103 Sir Thomas Allen: Can you help us? 

Sir Charles Craven: The only suggestion we 
have thought out is that licences should be licensed, 
that you should have to have a government licence 
to grant a licence to manufacture any of our products 
abroad. At the present moment every export is 
licensed, but the licensing is not licensed. I know 
of an instance where Mr. Yapp went to the Admiralty 
and got permission before we granted a licence to a 
foreign firm. 

2104. Frofessor Gutteridge: You mean for certain 
of these components used for gun mountings cn 
aeroplanes ? 

Sir Charles Craven: Take the anti-aircraft 

gun. 
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2105. Professor Gutteridge ; You licensed a foreign 
firm to make that gun.? 

Sir Chaiies Craven : Yes. 

2106. Professor Gutteridge : And your point is that 
it might be advisable to get government authority 
before you grant the licence? 

Sir diaries Craven : Yes. 

2107. Professor Gutteridge : And that is not so now? 
Sir Charles Craven : No. 

2108. Sir Thomas Allen: Supposing the Government 
accepted all responsibility for receiving orders and 
sales generally, leaving private enterprise to manu- 
facture, how would that work? 

Sir Charles Craven: We should not get any 
orders. Government Departments move so slowly. 

Sir Thomas Allen: That would mean state 
monopoly. 

2109. Professor Gutteridge : Sir Herbert, may I ask 
you a question which springs from the last ques- 
tion? What, in your opinion, would be the effect 
on your business of a prohibition of export of arms 
to foreign countries? Would you still he able to 
carry on as an armament firm or not? 

Sir Herbert Lawrence : I think undoubtedly 
it would hamper us to a very great extent. 1 think 
you have a return already before you which shows 
that that is something like 30 per cent, of our total 
production. Quite obviously, if you cut your pro- 
duction down by 30 per cent, it is a serious matter. 

2110. Professor Gutteridge : Would it extinguish 
you as an armament-making concern? I am putting 
a purely hypothetical case. Supposing the Govern- 
ment said “ We want you to make armaments for 
us but we do not want you to make armaments for 
the foreigner, therefore you must not export ”? 

Sir Herbert Lawrence : If the Government 

were to assure us a continuity of orders for a series 
of years 

Professor Gutteridge : I am assuming that. 

Sir Herbert Lawrence: it would replace 

others. 

2111. Professor Gutteridge : May I put this to you : 
It has been suggested to us that it might be a desir- 
able thing that publicity should be given to all 
orders placed with British armament firms for arms 
to be sent abroad. Would that publicity be injurious 
to your business, do you think? 

Sir Herbert Lawrence : I think very few 

foreign orders would come to us under such terms 
and conditions. 

2112. Professor Gutteridge : They would not care 
to place their orders if that were done? 

Sir Herbert Lawrence: I think not. That 
must he a matter of opinion. 

2113. Professor Gutteridge : What about publicity 
for licences? Would you object to that? 

Sir Herbert Lawrence : You mean where the 
Government had given us a licence to export a, b 
or c? 

2114. Professor Gutteridge : Yes. Supposing they 
had given you a licence to export an anti-aircraft 
gun to Bolivia, for the sake of argument, would it 
harm you in any way if the details of that licence 
were to he made public? 

BIr. Yapp : I do not think so. 

2115. Professor Gutteridge : But the orderer, you 
think, would object? 

Mr. Yapp : I think the customer would. 

2116. Professor Gutteridge : That is what was in ray 
mind — whether the foreigner would not object. 

Sir Herbert Lawrence : I think he would. 

2117. Professor Gutteridge : He can go to Germany 
or Switzerland and buy an Oorlikon gun where there 
would be no publicity. 

Mr. Yapp: Yes. 

2118. Professor Gutteridge : Let me take the anti- 
aircraft gun. There is a good deal of competition, 
is there not, in the anti-aircraft gun market, if 
there is a market for the anti-aircraft gun? 

Sir Herbert Lawrence : Very large indeed 1 


2119. Professor Gutteridge : The Swiss make the 

gun? 

Sir Herbert Lawrence : And the Swedes. 

2120. Professor Gutteridge : The Abyssinians are 

using the Swiss gun? 

BIr. Yapp : The Oerlikon gun. 

2121. Professor Gutteridge : The Oerlikon gun. That 
is the one the Ab 3 ’ssinians are getting. And I sup- 
pose there is competition in warships? 

Sir Charles Ci-aven : Internationally ? 

2122. Professor Gutteridge : Yes. Is it keen? 

Sir Charles Craven : Very ! 

2123. Professor Gutteridge : Now, Sir Herbert, if 1 
may go on to another subject — do not answer this if 
j’ou would rather not — am I right in thinking j’our 
view is this : That the problem of expansion in time 
of war is very largely one of man-power. 

Sir Herbert Lawrence : Yes, undoubtedly. 

2124. Professor Gutteridge : To turn to another 

matter : Do you subscribe to any of these so-called 
“ patriotic societies ” ? I do not like the word 
“ patriotic ” society, but that is what they have 
been called — the Air League, the Navy League. 

Sir Charles Craven : To the Air League we do ; 
not to the Navy League. 

Sir Herbert Lawrence: I know we do to the 
Air League. 

2125. Professor (Gutteridge: How much? 

BIr. Beid Y oung : £250 a year, I think, speak- 
ing off-hand. 

2126. Professor Gutteridge: That is a subsidy? 

BIr. Beid Young : It is an annual subscription. 

2127. Professor Gutteridge: What does an ordinary 
member pay to the Air League? 

BIr. Beid Young: I think a guinea or two 
guineas a year. That is individual members. 

2128. Professor Gutteridge : Is that the only amount 
you pay? 

Mr. Beid Young : That is all. 

2129. Professor Gutteridge : Do you assist in any 
other way? 

BIr. Beid Young : In no other way at all. 

2130. Professor Gutteridge : You do not subscribe 
to the Navy League, I think you said? 

Sir Charles Craven : The Navy League would 
not accept a subscription from us. May I suggest 
you address the question to Sir Robert McLean, 
because he is chairman of the aviation company? 

2131. Professor Gutteridge : I am reluctant to take 
up any more time than I can help. I happened to 
look at a book entitled Blerchants of Death the 
other day and I see it is asserted there that Vickers 
is connected with a large number of firms none of 
which have been mentioned here — Brown Boveri, of 
Switzerland. 

Sir Herbert Lawrence : The Italian company. 

2132. Professor Gutteridge : Not the Swiss Com- 
pany? 

Sir Herbert Lawrence : No, not the Swiss 

Company. 

2133. Professor Gutteridge : What is the Italian 
Brown Boveri? Is that an off-shoot of Vickers? 

Sir Herbert Lawrence : No, it is an electrical 
company. 

2134. Professor Gutteridge : Does it make arma- 

ments ? 

Sir Herbert Jjawrence : No. 

2135. Professor Gutteridge: Fokker Aviation? 

Sir Herbert Lawrence : No. 

2136. Professor Gutteridge : No interest. Pintsch, 
of Berlin ? 

Sir Herbert Lawrence : No. 

2137. Professor Gutteridge : I have taken those 

names out of the book. I do not know anything 
about them. Nederland Engelsche Company? 

Sir Charles Craven : Those are our Dutch 

agents. 

2138. Professor Gutteridge : You have no share- 

holding in them? 
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Sir Charles Craven : They are just an agency 

2139 . Professor Gutteridge : Then there is another 
compaii}', which is described as Polonaise Materiel 
de Guerre. Do you know anything about that? 

H/r. Yapp : No, we have no interest in that. 

2140. Professor Gutteridge : So with the exception 
of the trifling interest in the Italian Brown Boveri 
you are not in any way connected with any of those 
companies? 

2141 . Chairman: Is not Brown Boveri mentioned 

in the papers you have given us? 

Sir Herbert Lawrence : It is shown in the 

investments. Our policy has for a long time past 
been to get rid of those investments. They are of 
no value to us. 

2142. Professor Gutteridge: You will correct me if I 
am wrong, but I understood you to say that you 
were compelled in some cases to take shares in 
settlement of bad debts. 

Sir Herbert L<iwrence : Yes. 

2143. Professor Gutteridge : I do not want to travel 
over the same ground again, but 1 gather you say 
you have no arrangements of any kind for the sale 
of armaments as regards Schneider or Skoda. 

Sir Herbert Lawrence : Other than I have 

mentioned to you. 

2144. Pro/essor Gutteridge: Skoda? 

Sir Herbert Jjawrence: No, none. 

2145. Professor Gutteridge: Nor with any of the 
German manufacturers ? 

Sir Herbert Jjawrence : No. 

2146. Professor Gutteridge : And that applies not 

merely to military armaments but to naval arma- 
ments and aircraft? 

Sir Herbert Lawrence : No agreement of any 

kind. 

2147. Professor Gutteridge : There are two other 

questions that I think il ought to put to you, as I 
think you are the responsible financial head of the 
firm. May I ask you this : It has been suggested 
to us — I do not quite follow it myself — that in some 
way or other where you have a factory which pro- 
duces both armaments and commercial products the 
administrative expenses may in some ways bo 
increased. Do you agree to that? 

Sir Herbert Jjawrence : No, I do not think so 
at all. I should think it is not true. 

2148. Professor Gutteridge: I cannot quite follow 
the reasoning but I imagine the objection is that in 
some way you get double administrative expenses. 

Sir Herbert Lawrence: No. In ascertaining 
the price to be charged for work for the Admiralty, 
for instance, the whole question of management 
charges is brought out ; a certain percentage is 
allowed for the commercial side, a certain percentage 
is alloived for the armament side, and' that is agreed 
by the authorities. There is no duplication. Those 
figures are disclosed to the Government. 

2149. Professor Gutteridge : And in effect it does 
not cost the Government any more, you say? 

Sir Charles Craven : No. 

Sir Herbert Jjawrence : Really it costs less, 
because the Government get the benefit of a certain 
amount of Charge on the commercial side. 

2160. Professor Gutteridge : I follow that. There is 
another point that perhaps might bo put to you. 
It has also been suggested that in some cases arma- 
ment firms like yours are linked with other firms 
producing raw materials and half finished products 
and that you disguise the profit made by the 
ultimate manufacture of Vickers by putting part of it 
on to the partly finished goods and the raw material 
which is the product of your associated companies. 
Is that so? “ Cutting up the melon ” I think it is 
called commercially, is it not? 

Sir Herbert Lawrence: We do not make the 
raw material or the semi-manufactured raw material. 

2161. Professor Gutteridge : The English Steel Cor- 
poration do, do they not? You see the idea — the 


English Steel Corporation take this bit and then 
they pass it on to 

Sir Herbert Lawrence : Barrow or Elswick. 

2152. Professor Gutteridge : . . and you put so much 
per cent, on each time it moves, and you disguise 
the profit. 

Sir Herbert Jjawrence : There is no hidden 
profit. It is very strictly regulated, the price that 
one factory charges to another. 

2153. Professor Gutteridge : Supposing you did that, 
would it be possible for the government investigator 
to discover it when the price-fixing takes place? 

Sir Herbert Lawrence: Absolutely! 

2154. Sir Philip Gibbs : I do not want to ask you 
any more questions. Sir Herbert, but I want to call 
your attention to what I think is a rather unfor- 
tunate phrase that you used in the first few lines 
of your statement this morning, in which you re- 
ferred to “ an honourable but perhaps mistaken ideal 
resiiecting the sanctity of human life and the 
iniquity of war.” I want to suggest that that is 
an unfortunate phrase, which rather lays you open 
to criticism by your pacifist friends. 

Sir Herbert Lawrence: I am quite prepared 
to admit, Sir Philip, that it is rather rhetorical. 

2155. Sir Philip Gibbs : Do you not think it is 

rather unfortunate? . 

Sir Herbert Lawrence : I would not like to 
say that, because-ryou are cross-examining me on 
the point— I think the question of the sanctity of 
human life, w^hich is one which appeals to every 
human being, every civilised human being, has some- 
times been exaggerated, altogether to the disad- 
vantage of certain other features of public life, 
and I think it is a pity it has been exaggerated in 
that sort of way. 

2156. Sir J'hilip Gibbs: Do you think you can ex- 
aggerate the iniquity of Avar? 

Sir Herbert Lawrence : I thiuk you can, yes. 
I Avould take it to this point: There are certain 
people, for whom I have very great personal respect, 
Avho under no circumstances whatever would go to 
war or defend themselves. That is a very high ideal. 
It is not one Avith which I am in sympathy. I think 
it is a Avrong appreciation of the existing condi- 
tions of life. Mr. Lansbury, for ivhom I have great 
respect, practises his ideal. I respect him for it; 
but I do not agree with it. I think he is Avrong. 
That is all that I convey there. Not that I do not 
appreciate the value of human life. It is not that. 

2157. Sir Philip Gibbs: It seems to me it lays 

you open to the criticism that you are under-esti- 
mating the iniquity of Avar, and it seems to me 
inconsistent Avith your statement at your last general 
meeting, when you said “ Both the directors and the 
shareholders know to their cost the sorroAV and 
suffering which war entails, the AA'astage of human 
life and material, the final loss which posterity has 
to bear, and the damage Avhich is done to the 
economic structure of the Avorld.” You do not think 
there is any inconsistency betw'een those tivo state- 
ments ? 

Sir Herbert Jjawrence : No, frankly, I do not. 
I endorse every Avord I have put doAvn. I do not 
think it is inconsistent. 

2158. Chairman : I have one or tivo supplementary 
questions, please. The first is this : I ought to hai^e 
asked it before. You are in favour of the licence 
system ? 

Sir Herbert Jjawrence : Y^es. 

2159. Chairman: It has been suggested to us that 
it would be an improvement of the licence system 
if the orders Avhen they were received by a firm should 
be licensed, that the firm should obtain a licence for 
the orders before they proceeded with the work, that 
it ought to be necessary to have the order licensed 
and not merely a licence to export. Do you see 
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any business objection to that.'’ I suppose in the 
majority of cases people ask beforehand whether they 
are likely to get a licence. 

Sir Herbert Lawrence : What happens is this. 
Somebody offers us an order, or we apply for an 
order. If the order is given to us, before we begin 
the work, or accept it, we put it before the Board 
of Trade officials concerned. 

2160. Chairman : Then it is only a matter of book- 
keeping to go a little further and say “ You must 
have a licence ”, You quite agree to that? 

Sir Herbert Lawrence : Yes. 

2161. Chairman: The other question is about pub- 
licity. Considerable importance is attached appar- 
ently to publicity and that both the licence 
for the order and the licence for the export should 
be published, and the Professor put to you the 
question : V hat effect would publicity have upon 
your business ? I would ask you to consider this 
other possible effect. One of the objections to the 
private manufacture and export trade in arms is 
that it is suggested there is a great deal of touting 
goes on and that an agent goes to Country A and 
says “ Country B have given an order for an im- 
proved gun and you will find yourself in difficulty 
if you do not give me an order for a similar kind 
of gun ” and that in that way the quantity of such 
armaments and arms is increased. Now I want to 
know what your view would be about publicity. 
Supposing there is to be publicity of these arma- 
ments, would not the effect upon various countries 
be exactly the same as if the tout had gone to them 
and said “ So-and-so country has given an order ”, 
because it would be common property, and instead 
of one country ordering an improved gun perhaps 
half a dozen countries might do so? It seems to 
me the cure may be worse than the disease, if you 
have publicity. 

Sir Herbert Lawrence: I think it is conceiv- 
able. It is very difficult to say what is the psycho- 
logical effect of these movements. I think it might 
well be what you say. 

2162. Chairman : From a business point of view 
I would like to know first of all what is your view. 
If that is likely to be the effect, it seems to me 
that you are creating another way of doing the very 
thing that people are complaining about. 

I am requested to ask these questions : There are 
two to you. Sir Herbert, and one to Mr. Dunbar. 
The first is this: “ Has Vickers Limited or its sub- 
sidiary companies any shareholding or interest in 
the Vickers Terni Company of Italy? ” Have you 
any interest in the Terni Company, or is there a 
separate company. 

Sir Herbert Lawrence : Not now; no, the Terni 
shares have all been sold. 

2163. Chairman: When were they sold? 

Sir Herbert Lawrence: We have been trying 
to sell them for a couple of years past. Nearly 
two years ago. 

2164. Chairman : “ If not, had Vickers any share- 
holding or any interest in this company in the past, 
and when did this interest and/or shareholding 
cease? ” 

Sir Herbert Lawrence : That was two or three 
years ago. 

2165. Chairman: Had you a large interest in it? 

Is the company still in existence? 

Mr. Beid Young : Not as Vickers Terni. 

2166. Chairman: Is it under a different name? 

Sir Charles Craven : Terni is the company 

to-day. 

2167 . Professor Chutteridge : It is something to do 
.with the Orlando? 

Mr. Yapp: It is a combination of the 

Italian shipyards and Terni. 

2168. Professor Qutteridge : Orlando were com- 

petitors of yours? 

Mr Yapp : Yes. 

2169. Professor Gutteridge : Armstrong-Pozzuoli 

went out years ago? 


Mr. Beid Young : We held at one time shares 
to the nominal value of 4,200,000 lira out of 
an issued capital of 15,000,000 of the Vickers-Terni 
Company. 

2170. Chairman: That has all been disposed of? 

Mr. Beid Young: That has all been di.s- 

posed of. 

2171. Chairman: And your name no longer appears 
in connection with this company? 

Mr. Beid Young : No. 

2172. Chairman: You have never controlled that 

company, I take it? 

Mr. Beid Young: No. 

2173. Chairman: The other question is this: “Was 
there a provision in the former articles of association 
of Vickers, Limited, or a resolution of the company 
or of the board under which a percentage of the 
profits were to be distributed among the directors or 
certain of them? ” I did not frame this question. 

Sir Herbert Tjowrence: In the old company, 
before the reconstruction in 1926, I believe there was 
something in the articles of association which per- 
mitted some percentage of profit to go to the 
managing directors. 

2174. Chairman: That was in the old company? 

Sir Herbert Lawrence : That was in the old 
company. 

2175. Chairman: And before the amalgamation? 

Sir Herbert Lawrence : Before the amalgama- 
tion. 

2176. Chairman : “ During the late War were certain 
sums paid under this provision to Sir Basil Zaharoff, 
and to some of the directors of Vickers, Limited? If 
so, how much, and to which directors were these pay- 
ments made? ” 

Sir Herbert Lawrence : I .have absolutely no 
record of anything of that kind at all. I do not 
know anything about it, Sir John. 

2177. Chairman : That disposes of that. Now I ask 
this question of Mr. Dunbar: “Does Mr. Dunbar 
dispute the evidence tendered to the Royal Com- 
mission by the Union of Democratic Control (Days 7 
and 8, pp. 197-198) with regard to the holdings of 
Vickers-Armstrongs and the English Steel Corpora- 
tion in the Steel Manufacturers Nickel Syndicate? ’’ 

Mr. Dunbar : Not with regard to the .holdings — 
certainly not. Sir. I think it would be well if you 
would allow me to say a word about the Nickel 
Syndicate. 

2178. Chairman : Yes. 

Mr. Dunbar: I would, first of all, like to 

emphasise that the Nickel Syndicate is by no means 
an international armaments ring, still less is it a 
sinister international armaments ring. It exists 
purely for the benefit to be derived from collective 
buying of nickel. It was formed 35 years ago, and 
was proibably very wisely formed at that time, in 
view of the fact that there was only one source of 
supply of nickel and that was in French hands. An 
agreement .was made with the French suppliers which 
assured supplies of nickel at reasonable prices and 
preferential treatment. In effect that state of affairs 
has existed ever since. In the evidence which was 
given by the Union of Democratic Control there was 
an inference, I taJke it, that some darlc secret lay 
behind the acquisition of the former German shares. 
The Germans and the Austrians were shareholders 
and their shares during the late War were vested in 
the Public Trustee. The shares were £1 shares, 10s. 
paid, and were subsequently purcha.sed by 
the Syndicate from the Public Trustee. They 
belong to the Syndicate as a whole. We 
still buy our steel under an agreement with 
the French company, Le Nickel. Le Nickel 
is now very closely linked irp with the Inter- 
national Nickel Company — how closely and what their 
arrangements are we do not know, and it is not our 
business to know. We buy under a contract with the 
French company ; but practically the whole of our 
supplies are of Canadian nickels refined in this 
country. During the last three years, speaking for 
my own company, less than one per cent, has been 
continental. 
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2179. Chairman: Do you buy from the Syndicate? 

Mr. Dunbar : The Syndicate does not actually 

buy. The Syndicate is simply a collection of firms 
who benefit from this joint agreement whereby they 
restrict their purchases to one source. It is no hard- 
ship because there is only one source of supply. 
In return they get a sliding scale rebate based on 
the total purchases of the whole group. Thus each 
individual firm qualifies for a higher rate of rebate 
than would be possible by buying individually. 

2180. Chairman : What fixes the market price ? 

Mr. Du-nhar: The market price is fixed by 

the suppliers, who are the International Nickel 
Company. The market price in this country is £200 
a ton — everyone knows that — but the members of 
the Syndicate get a rebate on a sliding scale. The 
suggestion was made that that rebate was concealed 
from the Government. That is not so; that is in- 
correct. As a matter of bookkeeping, the rebate 
is treated as a direct credit to Profit and Loss. 
That is, I think, reasonable and accurate; because 
you will understand that until the end of the year 
the rate of rebate is not definitely known, hut in any 
discussions that we have had with the Government 
Departments, it has been assumed that the full rate 
of rebate would be earned and the net price of the 
nickel has been included in our costing returns or 
estimate of the costs. 

2181. Chairman : Thank you. There is another 

branch of the same question. “Is it one of the 
principal objects of the Steel Manufacturers Nickel 
Syndicate to supply to the shareholders of the com- 
pany certain non-ferrous metals, raw materials 
essential for armament and other high grade 
steels?” 

Mr. Dunbar: The answer is no. 

Mi2.‘ Chairman: The third branch is “Has the 

Steel Manufacturers Nickel Syndicate been supply- 
ing or financing the purchase of these raw materials 
or acting as the agent for the Italian Terni Com- 
pany (a shareholder in the Steel Manufacturers 
Nickel Syndicate) during the present Italo-Ahyssinian 
dispute? ” 

Mr. Dunbar: No. The Syndicate is not even 
in touch with Terni at the moment. Terni orders 
direct from Le Nickel in Paris, but for purposes 
of record they’ advise the Syndicate of w’hat they 
are ordering. Since the present dispute started, I 
think I am correct in sajdng that they have not 
even advised them. 

2183. Professor Gutteridge : Might I ask Sir Herbert 
a very short question that I omitted to put before? 
It has been suggested to me that it might be a 
desirable thing that British companies carrying on 
armaments business should include a clause in their 
articles of association limiting the holding of shares 
•to British subjects. Do you think there is any 
point in that? 

Sir Herbert Lawrence : That is a question 

which has been raised in the last 10 years in regard 
to certain definite companies. 

2184. Professor Gutteridge : Yes. 

Sir Herbert Lawrence : And arrangements were 
made by which foreign shareholdings should be taken 
over by a group. I think the danger of foreign 
shareholdings is exaggerated. I was a member of 
a small committee which attended upon the Treasury 
and the Governor of the Bank of England in regard 
to this very point, and my recollection is that we 
came to the conclusion that it might be desirable, 
but in the present situation there was no particular 
Tear of this being a serious matter. 

2185. Dame Hachel Crowdy : May I ask a question on 
this point — unless Sir Herbert feels that it should be 
asked later. I wanted very much to hear something 
about your sales organisation. Could you tell me 
anything about that, distinguishing between sub- 
sidiary.' companies, selling agencies and what are 
ordinarily called commercial travellers? Obviously, 
they fall into three sections. At the same time, could 
you give us roughly a list of the places where you 


have permanent selling agencies and, again roughly, 
the number of commercial travellers or the number 
of agents that you have in your employ at the 
moment ? 

Sir Herbert Lawrence : You shall certainly 

have the information; Madam, but I would like you, 
if you will, to allow Mr. Ya|ip to reply. He is the 
head of the organisation which deals with the 
appointment and organisation of those gentlemen. 

Mr. Yapp: I think, as a matter of fact, you 
have already some information with regard to our 
foreign agencies. 

2186. Dame Hachel Crowdy : We have some informa- 
tion, but it is not a complete answer to this question, 
so if you would be good enough to answer it as far 
as you can at the moment, I should be very grateful, 
if you have these figures in your head. 

Mr. Yapp: In most countries we have per- 
manent agents. You are speaking of armaments 
and not of commercial products? 

2187. Dame Hachel Crowdy : Yes. 

Mr. Yapp: AVe have not any “commercial 
travellers ” for armaments. We have a .staff of 
officials in London who are partly technical, partly 
commercial, who go abroad in connection with 
definite armaments inquiries as required. Otherwise 
we have permanent agents in practically every 
country in the world. 

2188. Dame Rachel Crowdy : As a person who travels 
a good deal, I come across your agents frequently — 
in the Far East, in Turkey, or wherever I may be— 
and that is why I am particularly interested in the 
subject because I have talked informally to them from 
time to time, and 1 wondered if you could give this 
Commission a general idea of the total strength of 
your permanent agents abroad. 

Mr. Yapp : I can quite easily give you the 
number of our permanent agents abroad. They are 
set out in a book which the secretary has. As far 
as our staff in London is concerned, it consists of 
about six men. 

2189. Dame Rachel Crowdy : I am more interested in 
your staff abroad than in your staff at home. 

Mr. Yapp : I can give you those particulars 
immediately.'*' 

Sir Herbert Lawrence : What happens is this. 
Supposing we are likely to get an order from Turkey 
or wherever it may be, one of our officers working 
under Mr. Yapp goes out from here and explains it 
technically to the agents. 

2190. Dame Hachel Crowdy: One of your five- or six 
men ? 

Mr. Yapp ; Yes. 

2191. Dame Hachel Crowdy: How do you remunerate 
your agents ? Is it entirely by salary, or is it by 
salary and commission? 

Mr. Yapp : It is by commission. Most of these 
questions are dealt with in our reply to your ques- 
tionnaire. 

Chairman : We have the form of agreement. 

2192. Dame Hachel Crowdy: We have not the whole 
of the detail, Mr. Chairman. If it is by commission, 
what is the proportion of the commission expenses 
and what goes into the pocket of the man who gets 
your order for you? I am interested in the busi- 
ness as a whole, as compared with other businesses. 
Have you any definite proportion, or does it alter? 

Mr. Yapp : No, we pay our agents a percentage 
of commission. 

2193. Dame Hachel Crowdy: A percentage? 

Mr. Yapp : Yes. But as to what part of that 
goes into his own pocket, or what he does with it, 
we have no control. 

2194. Dame Hachel Crowdy: You pay their expenses 
in addition to the commission? 

Mr. Yapp: No. In a few cases we do make 
an office allowance of £500 a year to our agents— 
I think that is the most we pay to any agent — 
to cover part of the expenses of his office, but beyond 
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that he gets nothing but the commission on an 
order. 

2195. Dame Bachel Crowdy : Therefore any enter- 
tainment has to come out of his commission, really? 

Sir Charles Craven : Yes. 

2196. Dame llachel Crowdy : And any “ palm- 

greasing ” has to come out of his commission? 

Sir Charles Craven : Certainly. 

2197. Dame Bachel Crowdy : Then again when your 
agents have to — I use the words “ palm-greasing ” 
because I can think of no other at the moment — ■ 
when your agents have to resort to what is some- 
times called bribery, handing a certain amount 
of money to a person in an official position in a 
country in order to get a contract — and one knows 
that is done very largely in South and Central 
America — how do your people distinguish between 
a bribe paid in the ordinary way, and a bribe which 
would induce the government to place an order 
which would not otherwise be placed with anybody? 
You pay your agents, and it is a very clear dis- 
tinction, is it not? 

Mr. Yapp : I really could not distinguish as 
to how they do it. I do not think our agent makes 
them a payment to induce them to buy something 
which they would not otherwise buy. 

2198. Dame Bachel Crowdy: It would be a very un- 
usual business, would it not, in certain countries, if 
money of that kind did not pass in order to get a 
contract? In every business which one knows any- 
thing of in certain countries one has to do that to 
get orders. I cannot think that arms are distinct 
in that piractice. 

Mr. Yapp : No, I do not think that arms 
are distinct from any other trade; but I have no 
knowledge of our agents having paid anything to 
any government 

2199. Dame Bachel Crowdy: Government officials; it 
is not quite the same as the government. 

Mr. Yapp : to government officials or any- 

body else, to purchase arms which otherwise they 
would have had no intention of purchasing. 

2200. Dame Bachel Crowdy : But if it was a case 
of obtaining an order for your firm which might 
otherwise go to some other firm? 

Mr. Yapp : Yes, I quite appreciate that. 

2201. Dame Bachel Crowdy: In a case like that, 
how do you enter a sum of that kind in your 
financial returns? Does it come under charity, enter- 
tainment, or what does it come under? 

Mr. Yapp: The agent has to do that. It is 
not a matter which enters into our calculations. 

2202. Chairman: It comes out of their commission? 
Mr. Yapp: Yes, it does not enter into our 

calculations at all. 

2203. Dame Bachel Crowdy : They would find it 
difficult to pay out of their £500? 

Mr. Yapp : That is only office expenses. Our 
average rate of commission, which we shall come 
to when dealing with the question later on, paid 
to our armament agents abroad for the last five 
years is 3.4 per cent. That is in a matter of four- 
teen foreign countries from whom we have received 
orders, the average rate of commission is 3.4 per 
cent. 

2204. Mr. Spender : You say you do not solicit orders, 
and yet you pay your people only by commission. 
How can they earn commission unless they solicit 
orders P 

Mr. Yapp : Well, orders are placed without 
any solicitation. If a government decides to buy 
ships for which orders are eventually placed, our 
agents try to get them, naturally. 

.2205. Dame Bachel Crowdy : Do you say no effort 
is ever made to make a country take war materials 
or aircraft that it would not take without a little 
giving from your agents or your representatives? 

Mr. Yapp : I do not think so. 


2206. Dame Bachel Crowdy : I am thinking for a 

moment of something which we had quoted from 
Sir Charles Craven: “I am trying to gineer uu 
Chile.” ‘ 

Sir Charles Craven: Might I answer that 

question ? 

2207. Dame Bachel Crowdy : Yes, please do. 

Sir Charles Craven : The Chileans had a naval 
programme consisting of six submarines. We de- 
livered three of them, but the others have not been 
delivered because the Chileans could not afford 
to pay us what they owed us. That was the 
“ ginger.” 

2208. Chairman : I think I am right in saying that 
we have had no evidence of any bribery to induce 
a government to give an order which it would not 
otherwise have given. I do not think we have had 
any direct evidence of it, but when an order is 
advertised and there are a number of firms com- 
peting for it, it does no doubt come out of his 
commission when the agent paj's certain expenses. 

Mr. Yapp : 1 do not think there is any ques- 
tion about that. I do not deny that for a moment. 

2209. Dame Bachel Crowdy : Before lunch I asked 
a question, and I am afraid I put it rather badly, 
about what sum of money your firm spends on 
advertising, and Mr. Twentyman pointed out to 
me afterwards that you had given some figures 
which I had not noticed in my reading of your 
statements . 

Sir Herbert Lawrence : Yes. 

2210. Dame Bachel Crowdy : There were advertise- 
ments in 1932 of, I think, a tank and a machine- 
gun, and something else of that kind, advertise- 
ments which you inserted in a German paper? , 

Sir Herbert Lawrence : Yes. 

2211. Dame Bachel Crowdy: At the time, as far as 
I know, the supply to Germany of arms was not 
allowed. I should like very much to get your 
explanation of that, because it is an accusation that 
has been made against you several times by various 
people who have given evidence here, that at a time 
when arms were not officially allowed to be given to 
Germany under the Treaty of Versailles, Vickers 
were advertising in that country that arms could be 
supplied. You yourself probably would be glad of 
an oiiportunity of replying to those accusations. 

Sir Herbert Lawrence : I should like to 

answer that, because I was asked the question 
before. I regret that the advertisement ever was 
published in a German newspaper, but the reason 
for it was that the newspaper in question was the 
only one with a circulation in South America, where 
we were very anxious to establish contacts; and it 
also had a circulation in Northern European coun- 
tries. But it had no reference to supplying Ger- 
many with arms themselves. 

2212. Dame Bachel Crowdy : And no demand came 
from Germany ? 

Sir Herbert Lawrence : No. 

2213. Dame Bachel Crowdy: And none was fulfilled? 

Sir Herbert Lawrence : That is so. I may say 

that the advertisement was stopped at once. I saw 
the objection to it at once. 

2214. Dame Bachel Crowdy : I am afraid I have still 
some questions. Sir John; I am sorry. They are 
not necessarily to Sir Herbert. If Sir Herbert wants 
to leave, I shall be perfectly satisfied to ask them 
of any member of his staff. 

2215. Chairman : Sir Herbert, is it convenient for 
you to stay? 

Sir Herbert Lawrence : Yes. For the moment 
I prefer to stay. 

2216. Chairman : We have got now to go back to 
the statement. You are going to deal first of all 
with Statement No. 2, I think. I did ask some 
questions about it. You wish that read, I suppose? 
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Sir Charles Craven : 
whether you wish it read, 
it not? 


No, Sir. I do not know 2217. Chairman: It becomes part. of the record, and 
It will be published, will has been supplied to everybody, so that unless yon 
wish it read I do not think it is necessary. 

Sir Charles Craven : I do not think so. 


The following statement was taken as read: 

STATEMENT No. 2 

STATEMENT OP THE POSITION OP VICKERS- ARMSTRONGS, LIMITED, AS AN ARMAMENT 

MANUFACTURING FIRM. 


The Group of Vickers-Arnistrongs’ Companies com- 
prises several branches of activity, the main branch 
being armaments, especially of the heavy and highly 
specialised types. Among these are included heavy 
and light guns, transferable and non-transferable gun 
mountings, armour plate and bullet proof plate, fire 
control gear, torpedoes and torpedo tubes, ammuni- 
tion, etc. ’ The Vickers-Armstrongs Company is 
also the largest builder in the country of waphips 
of all types, including their propelling machinery, 
and, in fact, is the only British Company capable of 
building a complete warship with its armour and 
aimament. 

In addition, the Group have a large comrnercial 
engineering business, including among its activities 
merchant shipbuilding (particularly high-class 
passenger shipbuilding), a highly developed steel in- 
dustry producing especially the highest quality of 
alloy steels, the heaviest types of forgings, and drop- 
stampings as required by the aviation and motor- 
car industries. The Company also has a considerable 
capacity for the production of non-ferrous metals. 

In the course of the ordinary fluctuations of busi- 
ness each of these industries may vary enormously 
in the receipt of orders. It is therefore an adminis- 
tration problem of great importance so to arrange 
a balance of work in order that overhead charges may 
be rigidly controlled and what is of even greater im- 
portance, that labour dislocation shall be reduced 
to a minimum, how'ever the activity of the various 
manufactures of the firm fluctuate. 

It must be remembered that the whole of this work, 
thus intimatelj' interconnected, is of a very highly 
specialised character and demands specialised and 
highly trained labour. It is, for example, imperative 
that facilities for the training and experience of 
a]iprentices in the most accurate forms of engineer- 
ing shall be provided in a steady stream, and this 
obviously can only be done if work is varied and w’ell 
maintained. 

An organisation such as that referred to above is 
dependent upon the highest classes of ^ engineering 
employment, both military and commercial. If such 
an organisation were confined solely to the construc- 
tion of armaments, there ivould be times when it 
would be necessary to close down due to lack of 
work. Reference to the chart* will show the situa- 
tion which would have arisen at the Barrow Works 
of Vickers-Armstrongs (the largest works in the 
Group) if no commercial work had been available 
to meet the practical cessation of armament 
orders in the years following the War. Such a situa- 
tion would disperse a highly technical organisation 
which it would be impossible to reassemble within a 
reasonable time, even if any form of skeleton nucleus, 
however highly trained, were retained. 

TFor Time. — By War-time expansion is meant very 
rapid expansion; immediate repetition in large quan- 
tities of highly complex engineering structures. In 
the nature of things there is very little opportunity 
for preliminary preparation. Facilities for design, 
method of manufacture, technique, routine, proce- 
dure, must all be available instantly and capable of 
immediate practical development. It may be neces- 
sary to add structurally to an establishment, to 
provide for increased output, but the important point 
to notice is that in a Group such as Vickers-Arm- 
strongs, by the very nature of the normal character 
of its activities the technical staff, trained work- 


* See p. 373. 


people, and equipment are to the greatest possible 
extent already available. Not only this, but exist- 
ing complementary engineering and technical activi- 
ties may be immediately modified to urgent and 
specialised requirements without involving new 
organisation. 

The only nucleus w'hich could have any value in 
such an emergency as wmr, or a crisis in national 
defence, is one of such magnitude as to ensure a 
smooth working organisation complete in every de- 
tail and practised in appropriate manufacturing 
proce.5ses. In other words, it requires trained and 
specialised personnel, in ordinary employment, where 
expansion would merely be a question of numerical 
addition to an existing structure. In this respect, 
it is important to realise that in a national 
emergency the private armament firms inevitably 
bear the brunt of immediate urgent demands. They 
are, as it were, the spearhead of the war-time pro- 
duction. It is impossible to assign too much im- 
portance to the question of war-time expansion. It 
is unquestionably the keynote of national defence. 

In considering war-time expansion it should, of 
course, -be understood that the Armaments products 
referred to above do not include the manufacture 
of Shell, other than Armour Piercing Shell. The 
manufacture of High Explosive, Common and 
Shrapnel Shell is only undertaken by the Company 
in peace time in order to ensure single responsibility 
for the supply of complete equipments, and for this 
reason Shell Shops of small dimensions are 
maintained. 

It is considered that the mass supply of ordinary 
Shell in an emergency is not essentially within the 
scope of the expert Armament firms and provided 
that the design is correct and inspection is rigid, 
such Shell can be produced in any ordinary Engineer- 
ing establishment with unskilled labour. It may 
perhaps be considered desirable that the Armament 
firms should equip a Shell Shop in the event of an 
emergency arising, hut the only reasonable excuse 
for their doing so would be in order to absorb 
female labour in an outlying district where there 
were no other facilities for their employment. 

Lahour. — Vickers-Armstrongs and their Subsidiaries 
alone employ to-day approximately 30,000 people. 
This number is divided between a few important 
centres of which Barrow is the largest from an 
employment point of view. Barrow is an example 
of an organisation consisting of an Armament and 
Engineering Works and a Shipbuilding Yard. Such 
a comprehensive focus of industry is the centre of 
emiployment and activity for the w'hole surrounding 
area of several square miles. Apprentices are re- 
cruited largely fi’om the sons of the workpeople and 
the organisation is such that promotion by merit is 
the central feature. Thus every stimulus is offered 
to the Staff to observe the most intense personal 
interest in the efficiency of the Works. The holders 
of the highest managerial posts are often recruited 
from the ranks of those who have been apprentices 
and so have lifelong experience and interest in the 
activities of the firm. Technical educational 
facilities are available for those who show marked 
ability. ' 

It is obvious that a large works, dealing as its 
normal practice with an extremely accurate and 
specialised form of engineering, employs specialists 
in great variety, and as outstanding engineering 
specialisation is to be attained only by incessant 
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.practice and variety of experience, it is essential 
that work, having these characteristics, should be 
constantly provided. Experience in armament work 
by no means produces the arms specialist in any 
narrow sense, but obviously experience gained in 
that, the most exacting form of engineering, evolves 
the very best engineer and operative for passenger 
shipbuilding and high-class commercial engineering 
work. It is very largely because of this special 
training and experience of the Staff, that Vickers’ 
products have acquired their high reputation 
throughout the world. 

Such an organisation of employment as that out- 
lined above would be impossible, if in times of 
scarcity of work, the Works had to be shut down. 
On the other hand, such drastic action would be 
inevitable if a large part of the work such as 
armaments, were removed from the realm of private 
enterprise. 

Costs . — A comparison of costs of production as 
between a State-owned organisation and a private 
concern is one which presents very considerable 
diflSculties. 

To take as a case in point. Warship building; it is 
obvious that in a State-owned establishment where 
the State is able to provide sufficient work to main- 
tain a steady and continuous employment, it is 
possible that in consequence a comparison of costs 
of production of such an establishment with those 
of a private concern might be found to show to the 
advantage of the State-owned concern. On the 
other hand, in the case of a private shipbuilding 
establishment which in addition to Warship building 
is able to obtain a reasonable amount of mercantile 
shipbuilding, the costs would be definitely lower 
than those of a State-owned organisation. Any 
private concern which is endeavouring to obtain a 
share of merchant shipbuilding must of necessity 
endeavour to keep its Standing Charges and pro- 
duction costs as low as possible in view of the very 
strong competition which it has to meet from other 
similar establishments, and it can be shown that 
Worships built in private yards, while yielding a 
reasonable profit to the builders, still cost the 
Country less than similar ships built in Govern- 
ment yards. It must, however, be borne in mind 
that in the case of Vickers-Armstrongs, which 
specialises in shipbuilding and other highly 
specialised forms of armament manufacture it is 
essential that a highly trained and efficient Staff 
and the most up-to-date plant and equipment should 
be maintained and on this account there is a 
tendency for Establishment Charges to be higher 
than in the case of a concern whose only interest 
is mercantile shipbuilding and/or general engineer- 
ing. It is pointed out, however, that while com- 
mercial shipbuilding and engineering cannot make, 
under to-day’s conditions, any very large contribu- 
tion towards the necessarily heavy establishment 
charges incurred by the highly specialised forms of 
manufacture referred to above, the effect of such 
work is to tend to lower the charges which would 
fall to be borne by armament production. 

It is pointed out that in regard to many of the 

■ large Government contracts, before prices are agreed 

■ in respect of the supplies involved, a thorough 
examination of charges, and of estimates of materials 
and wages is made by the Government Department 
concerned and care is taken by their investigators to 
see that a reasonable proportion of the Establish- 
ment Charges is borne by the commercial work. 

Development and Sesearch . — All branches of en- 
gineering, whether directed to the production of 
armaments or to any commercial engineering 
jiroblem, depend vitally upon research. The results 
of research do not depend upon flashes of intuition ; 
invention rather is the product of intimate experience 
of existing processes and sound foresight of future 
requirements, combined with technical ability of the 
highest order. It will be conceded at once that 


stimulus to research and invention is most often the 
result of competition. It is the truth of these con- 
siderations which explains the fact that the vast 
majority of vital engineering inventions have had 
their origin in private enterprise. A very large 
number of examples might be quoted, but to mention 
only a few, we have the variety of special steels 
which are so essential, not only in Gun constructions 
but in every phrase of engineering experience; the 
Parsons Turbine, the Diesel Engine, the Water-tube 
Boiler and, on the armaments side. Hydraulic Gun 
Mountings and the Automatic Gun. In the event of 
the State assuming the manufacture of all arma- 
ments, it may be argued that commercial competition 
would still exist and might suffice for progress in 
ordinary engineering problems, but nevertheless, 
progress in the specialised essentials of armaments is 
vital to our main consideration of National defence 
and security, and undoubtedly, the development of 
Marine Engineering in this country has been due to 
the collaboration between the Admiralty and the 
private firms, the joint experience being of the 
greatest value to the Marine Engineering Industry of 
the country. This is exemplified in the case of the 
Queen Mary, the machinery of which ship could 
not have been designed without the joint experience 
of the Admiralty as users of High Power Turbine 
Machinery and of the private firms as designers and 
manufacturers. Similarly, there is no doubt that the 
verj- heavy forgings of special Alloy Steel required 
by Imperial Chemical Industries for the new Plant at 
Billingham recently erected for the production of Oil 
from Coal by the Hydrogenation process could not 
have been manufactured without the accumulated 
knowledge of the three principal Forgemasters, which 
they could not have acquired but for their long 
experience in the manufacture and heat treatment of 
Special Armament Forgings. Therefore, it appears 
unwise to confide this matter of development . and 
research to a purely national organisation which 
would be denuded of competition and the stimulus of 
continuous consultative collaboration with commer- 
cial engineering experts. 

Foreign Trade.— It there was a State monopoly of 
armaments manufacture it follows that either the 
State would supply foreign countries with armaments, 
or foreign countries could not obtain them in this 
country. It is unquestioned that all armaments, and 
particularly ships of war, constructed in this country 
are in particular demand universally, this fact 
probably finding its explanation in the unique 
tradition and proverbial efficiency of the British 
Navy, and therefore the abolition of private manu- 
facture would entail the loss to this country of an 
export of considerable importance with corresponding 
injurious effect on employment. 

If the export of Armaments is prohibited, it would 
probably have the direct effect of multiplying arma- 
ment organisations throughout the world and this 
would militate against the extension of any practical 
system of international control. Under the present 
system, the matter of foreign trade is one of 
importance and a factor of value technically and 
economically to the industry and to general progress. 

In the first place, it keeps British firms in close 
touch with armament activity throughout the world 
in virtue of ordinary competition. Secondly, foreign 
orders are essential to provide that volume of work 
which helps to stabilise employment and to provide 
experience for personnel in specialised armament 
work, in those periods when, of necessity, the 
experience for personnel in specialised armament 
considerations primarily which contribute to the great 
value of foreign trade in a private armament works. 

Owing to the particular demand for British arma- 
ments and particularly British warships, British 
armament Works and Shipyards certainly have en- 
joyed greater employment from foreign sources than 
those of other countries and it would be an economic 
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loss if this precedence were lost. To quote a par- 
ticular instance of the value of competition with 
foreign firms in defensive armaments, we may cite 
the case of Anti-Aircraft Defences, a matter in which 
many Governments are interested at the present 
time. If the British armament firms did not com- 
pete in this field, the potential loss in specialised 
experience to the country would be serious. 

National Defence . — If armament firms are 

abolished, it is submitted that at one stroke we 
limit drastically the power of adequate expansion in 
the emergency of war. We limit development and 
invention in its relation to all branches of engineer- 
ing activity, which may be so urgently necessary in 
general munition production. It follows that severe 
limitation of these three essentials is the very re- 
verse of preparedness. 

Experience during the late war demonstrated that 
a private armament firm is peculiarly adapted by 
its organisation for extremely rapid increase of out- 
put. The Vickers Barrow Works alone were respon- 
sible for the following numerical examples of 
urgently required armaments — 4 Battleships, 4 
Qruisers, 4 sets of Machinery for Cruisers, 
6 Auxiliary Vessels, 53 Submarine boats of all types, 
62 vessels for transport and river work ; these to- 
gether giving an aggregate displacement tonnage of 
something like 170,000 tons; 9 Airships and many 
associated forms of aircraft, together with something 
like 16,000,000 Shell, over 2,000 completed Gun 
Equipments and approximately 1,000 Limbers for 
Howitzer Mountings. This list is quite irrespective 
of the large number of modifications and conversions 
of armament supplies that were demanded with 


0 xtreme urgency. It is not practicable immediately 
to expand the national armament organisations so 
that they could satisfy the urgent demands to which 
they would be subjected, which demands unquestion- 
ably constitute the vital exigency of war.^ In the 
first place, it would be necessary to multiply, dis- 
tribute and maintain in peace time in various indus- 
trial areas, the National Arsenals and Dockyards 
and to equip and staff them adequately. Dealing, 
as they would be, exclusively with armaments, there 
would certainly be long periods when they would 
stand idle. Machinery would deteriorate and be- 
come out of date and a standing staff of the neces- 
sary magnitude would prove an irksome burden on 
the National Revenue. Research and development 
would be very seriously hampered and the absence 
of foreign competition would militate against fer- 
tility in invention. 

Allied commercial work, as we have asserted, 
absorbs a share of Establishment Charges in private 
organisations and what is of even greater iniport- 
ance, we have seen that it provides for that inter- 
action of Staff, equipment, and supervision which 
enables armament work to be undertaken in the 
normal course, without the formidable initial charges 
which would occur from time to time if the work 
were intermittent. The relative amount of arma- 
ment and commercial work which is carried out by a 
typical armament works such as Vickers-Armstrongs, 
Barrow, is shown in the following chart which 
covers the yeasre 1917 to 1934. This chart illustrates 
the distribution of the work which is so important 
in reducing costs, maintaining adequate organisa- 
tion and stabilising employment. 


Barrow — Orders Booked. 



Control of the Industry . — Unrestricted export of 
armaments to all potential purchasers might very 
definitely engender certain evils, such as brigandage 
and allied unlawful activity. Unrestricted export of 
armaments, therefore, while it would not have any 
appreciable effect on the business of reputable firms, 
might encourage the growth of small mushroom arma- 
ment firms of doubtful standing, and so flood the 
market with inferior materials to tlie severe detri- 
ment of British industry and prestige. For this 
and other reasons Vickers-Armstrongs whole- 
heartedly support the present Licensing System in 
force in this Country. 

This system is administered with vigilance in 
which Vickers-Armstrongs collaborate to the utmost 
of their power, in conjunction with the Defence 
Departments. In consequence, there is very little 
doubt that the system is effective in preventing any 
of the abuses which might conceivably result from 
inadequate supervision. In criticism of the system, 
the comment has been made that only very few 
licences have been refused since the Arms Conven- 
tion has been ratified by this Country. This circum- 
stance is capable of a very simple explanation. Very 
many inquiries are received from abroad which are, 
obviously, undesirable. Such inquiries are at once 


rejected by the firm without reference to any Gov- 
ernment Department. In other cases, where 
inquiries involve questions of technical or tactical 
interest to tihe Defence Departments the appropriate 
Department is at once consulted. As a result of 
this poilioy, many potential contracts have been aban- 
doned without reference to the Board of Trade. It 
follows that before a request for an export licence 
is finally submitted to the Board, the circumstances 
have already been the subject of critical considera- 
tion from all points of view. Hence it is only on 
very infrequent occasions that the Board of TYade 
has had cause to raise objection to issuing a licence. 
On the other hand, the expansion of British industry 
and the furtherance of British trade in the world 
markets is of primary interest to the Government. 

The licensing system not only works smoothly and 
efficiently in this Country but there is very little 
question that if a similar system were adopted 
throughout the world, administered with energy and 
justice, it would provide a completely efficient check 
on the abuses that are alleged to have become 
apparent. On the other hand, if armaments exports 
are unchecked in other countries, the possibility of 
abuses w'ill inevitably continue to cause anxiety and 
so perpetuate general disquietude. 
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Sir Charles Craven: The only point is on the 
section headed “ Labour,” where at that time I said 
that we “ employ to-day approximately 30,000 
people.” Well, yesterday the employment at 
Vickers-Armstrongs was 36,200 people. I should like 
to record that. 

2218. Sir Thomas Allen : Could you tell us what pro- 
portion of those is on armaments.? Is that a total 
increase on armaments P 

Sir Charles Craven: I could not tell you. A 
considerable proportion of that extra 6,000 are on 
armaments, but we also have orders for a large 
passenger ship. It is very difficult to tell you off- 
hand, but to take the particular works where a great 
deal of that work has gone through during the last 
few years, it has been employed roughly 50 per cent, 
on armaments that is, calling a warship armaments. 

2219. Mr. Spender : There are a certain number of 
women employed, I suppose? 


Sir Charles Graven : Yes, and I can give you 
the details. I thought you would probably be re- 
ferring to the skilled man question, and I have the 
whole statement for you then. 

2220. Chairman : Then if there is nothing more you 
want to say on Statement No. 2, we had better have 
Statement No. 3, which was in answer to our 
questionnaire. Will you read that? 

Sir Charles Craven : I have a covering state- 
ment which I should like to read to you. 

2221. Chairman : Y'es. I thought we would have the 
Statement read first, and then your covering 
statement. 

Sir Charles Craven : I will ask iMr. Reid 
Y'oung to read the answer to the Questionnaire. 
There is a good deal of accounting in that. 

Mr. Beid Young (reading). 


STATEMENT No. 3 


In considering the answers to the questions set 
out in the Commission’s letter of the 23rd April* 
last and in particular in regard to the opening para- 
graph of the letter in which information is asked 
relative to “ Messrs. Vickers Limited, Messrs 
Vickers-Armstrongs Limited and any Subsidiary 
Companies under their control”, there are certain 
general points to which the Commission’s attention 
IS ^ked. It is pointed out that the Vickers Group 
of Companies consists of: — 

(a) The Parent Company, Vickers Limited. 

(0) Certain wholly owned manufacturing Com- 
panies. ° 

(c) Certain partly owned manufacturing Com- 
panies. 

(d) Finance Companies whoilly owned. 

Vickers Limited itself carries on no manufactur- 
ing or sales activities and therefore certain of the 
questions asked are inapplicable to it. This refers 
particularly to the following: — 

(1) Turnover. 

(2) Turnover divided between British and 
foreign orders. 

(3) Value of plant employed in the production 
of arms. 

(4) That portion which deals with the proportion 
of profits attributable to the production of arms 
and munitions of war. 

(5) lEmpiloyees engaged on the production of 
. arms. 

(6) The firm’s capacity for expansion for pro- 
duction of arms. 

With reference to Classes (6) and (c), manufactur- 
ing Companies both wholly and partly owned, it is 
pointed out that certain of these Companies are not 
in any way engaged on the manufacture of arms or 
munitions of war. As it is assumed, however, that 
the information asked for is desired in respect of the 
whole Vickers Group of Companies, the questions 
asked (so far as they are applicable) have been 
answered in regard to all Companies whether manu- 
facturing arms or not. 

In regard to Class (d) (wholly owned Finance Com- 
panies), the only questions which appear to be 
applicable are No. 4 (amount of declared profits), 
and No. 8 (details of the Company’s holding of 
capital of other Firms). 

Question 1. 

Tlie ^oporiion of the total turnover in each of 
the last five ye^s attributable to the production of 
dTTTis and muTiitioTis of wav. 

Appendix If sets out in detail the information 
asked for, and, in accordance with the arrangement 
made with the Secretary to the Commission, the 


relative information in regard to each manufacturing 
Company in the Group is shown separately. 
Generally speaking, the basis adopted has been the 
amount of sales invoiced by each particular Company 
for the years in question, but in certain instances 
It has not been possible to adopt this basis owing to 
the nature of the contracts involved. However, it 
is explained that the figure given in each case repre- 
sents the total amount credited to the final Trading 
Account of each Company concerned for each year in 
question. 

No figure is included in this schedule in respect of 
Vickers Limited, in view of the fact that, as already 
explained, it is a Holding Company and carries on no 
manufacturing or selling activities. 

Question 2. 

The proportion of the turnover in each of the last 
five years representing arms and munitions of war 
attributable to (a) United Kingdom, (b) British 
Empire, and (c) foreign, orders. 

Appendix 1 gives the information asked for as 
well as tha,t required by Question 1, but it is pointed 
out that it has not been possible to separate the 
turnover as between the United Kingdom and the 
British Empire as requested. This is due to the fact 
Mat in many cases material required by the 
Dominions and Colonies is ordered by the appropriate 
Dritish Government Department in London, that is 
either the Admiralty, War Office or Air Ministry, 
and in many cases the ultimate destination of the 
material is not known to us. Certain orders are, of 
course, received direct from certain parts of the 
mpire, but it is felt that with the information at 
our disposal the figures cannot be reliably divided as 
between the United Kingdom and the British 
Empire. 

Question 3,. 

The estimated value of plant employed in the pro- 
duction of arms and munitions of war that would he 
rendered redundant in the event of the establish- 
ment of a State Monopoly, 

Apxjendix 3* gives the information asked for. In 
answering IJiis question it has been assumed that the 
word plant '' used in the Commission’s letter is 
intended to mean the comx3lete layout of Works, i.e., 
land, buildings, plant, loose tools, etc. It has also 
been assumed that the information required is the 
estimated cost to the Government of purchasing 
similar plant of similar age and condition for the 
production of arms and munitions of war in the 
event of the establishment of a State Monopoly, 
With this factor in mind the estimates have been 
prepared by the Engineers of the respective. Com- 
panies on the basis of the estimated replacement 
value of the assets concerned. It is desired to 


* See p. 345. 
t See p. 402. 


See p. 403. 
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emphasise the fact, however, that such valuations, to 
be reliably compiled, would require a much longer 
time than has been available to us, and the figure, s 
given in Appendix 3 are, therefore, put forward with 
all reserve in an endeavour to put some helpful 
information in the hands of the Commission. With 
regard to the following Companies, viz.: — 

Vickers-Armstrongs, Limited, 

Vickers (Aviation), Limited, 

The Supermarine Aviation Works (Vickers), 
Limited, 

The Whitehead Torpedo Co., Limited, 

The Thames Ammunition Works, Limited, 
it is further pointed out that although in some cases 
a certain portion of the plant is at present and 
has been during a number of years employed to 
some extent on general commercial work, it is our 
view that in the event of the establishment of a 
State Monopoly of arms and munitions, the whole 
of the plants would necessarily be redundant for the 
reason that they have been laid down primarily for 
the production of armament material and it would 
not be possible to maintain any of them as going 
concerns on commercial work alone. 

In the case of English Steel Corporation, Limited, 
only certain parts of its plant have been dealt with, 
but it is pointed out that the removal from this 
Company of the munitions manufacture, which at 
present forms part of its output, might have a far- 
reaching effect on the remaining portion of the 
Works and, while the figures are put forward for 
the purpose of answering the question as far as 
possible, these again are given with all reserve. 
In regard to The Darlington Forge Limited, 
although that Company is at present non-operative, 
it has always been the intention of the directors 
to re-open its works provided that a sufficient volume 
of work could be foreseen to justify such a decision, 
but if armament manufacture be made a State 
Monopoly, it is quite clear that the plant of English 
Steel Corporation, Limited, in the absence of arma- 
ment manufacture, would be ample or more than 
ample to meet the requirements of commercial work 
alone. 

With regard to Cooke, Troughton & Simms 
Limited, which Company undertakes a certain 
amount of armament work, it will be seen that in 
Appendix 3 no part of the plant has been earmarked 
as necessarily redundant in the event of the estab- 
lishment of a State Monopoly. This view of the 
matter is correct if the Company were able in that 
event to obtain such an increased volume of com- 
mercial business as would compensate for the loss 
of Armament turnover. In actual practice, of 
course, this hope would probably not be realised, 
and in that event plant of considerable value would 
become redundant. 

Question 4. 

The amount of declared profits of each of the last 
five years; and an estimate of the proportion thereof 
attributable to the production of arms and 
mumitions of war. 

Apiiendices 4*, 4a* and 4b,* give the information 
requested in detail in so far as it is applicable, but, 
as submitted in the covering letter, it is suggested 
that the information given in Appendix 4ct is 
sufiicient for publication. 

In regard to the request that copies of the pub- 
lished accounts of the Companies for the five years 
shonld be provided, it is pointed out that only in 
the case of the following Companies are accounts 
published, these being the only Public Companies in 
the Group namely: — 

Vickers Limited ; 

Vickers-Armstrongs Limited; 

English Steel Corporation Limited; 

The Darlington Forge . Limited ; — (converted to 
Private Company before issue of Aecounts for 

* Not printed, 
t See p.404. 


1932 — went into voluntary liquidation for pur- 

lioses of reconstruction, 16th November, 1933); 
The loco Rubber & Waterproofing Co., Limited; 
Metropolitan-Cammell Carriage, Wagon & 
Finance Co., Limited; — (went into voluntary 

liquidation for punposes of reconstruction 31st 

October, 1934) ; 

and copies of the printed accounts in each of these 
cases are appended. 

The Metropolitan-CammeU Carriage & Wagon Co. 
Limited, formed on 31st October, 1934, is a private 
company, as is also the present Darlington Forge 
Limited. 

All the other companies in the Group are also 
private companies and, therefore, there are no pub- 
lished accounts. 

It has been considered that it would make the 
position clearer to the Commission if the companies 
in the Group were sub-divided, and accordingly the 
Appendices show: — 

(1) The profits of Vickers Limited — Appendix 4*. 
— By way of explanation it is pointed out that the 
profits of this company during the five years in ques- 
tion have been derived, generally speaking, from 
the following sources : — 

(a) From dividends on shares held in manufac- 
turing companies in the Group whether arms pro- 
ducing or not. 

(b) Income from the Company’s investments in 
finance companies and in British Government 
securities. 

(c) Sundry items. 

In regard to (c), the items comprised in this 
heading are profits brought in to the Company’s 
accounts as a result of the terms of the Vickers- 
Armstrongs amalgamation agreement of 1927 under 
which part of the profits accruing from certain 
contracts taken by the transferor companies prior 
to the amalgamation were retained by the respec- 
tive companies. Also included are the losses 
sustained by a subsidiary company, Messrs. Vickers 
(Crayford) Limited on certain commercial trading 
activities carried on during the year 1930-31, which 
losses .were written off in the books of the parent 
company. It has been thought advisable in view of 
the special nature of these items to include them 
under a special heading, and it is pointed out that 
although a certain portion thereof was derived from 
armaments contracts they have not been included in 
the figures shown by Vickers-Armstrongs Limited. 

2) The profits of the ' companies which are either 
wholly or partly engaged in the production and for 
sale of Munitions of War. — Appendix 4a*. — In regard 
to Vickers-Armstrongs Limited in particular, it is 
pointed out that the accounts of the Company as 
ordinarily prepared do not show the final profit 
earned from the manufacture and sale of armaments 
as distinct from commercial products. There are, as 
will no doubt be appreciated, many items of a 
general naturd which in the accounts of the Com- 
pany are charged directly to Profit and Loss Account 
and are not allocated specifically to any particular 
production. It has therefore been necessary, with 
a view to affording the information asked for by the 
Commission, to adjust the accounts in sudi a 
manner as to show as nearly as possible the actual 
final trading results in regard to armament manu- 
facture and sales as distinct from other products 
and for this purpose, as well as making the adjust- 
ments mentioned above, to eliminate also credits 
and expenses directly attributable to purely financial 
transactions. It will be noted also that the calcula- 
tion of profit is shown in the first instance without 
deduction of certain necessary charges against profit 
in the nature of provision for bad debts and for a 
heavy item of expenditure of removal of the Erith 
Works to Crayford. In the case of English Steel 
Corporation Limited and Darlington Forge Limited 


Not printed. 
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(Old Company), it has been necessary to make 
adjustment for very heavy expenditure which .was 
necessary in connection with the reorganisation of 
those companies. The final column of Appendix 4a, 
therefore, in the case of these particular companies, 
shows the profit after adjustment in respect of these 
items. 

(3) The •profits of the companies wholly engaged in 
the manufacture of commercial products — Appen- 
dix 4a.* — It will be noted that certain necessary 
adjustments have been made. 

(4) The profits of the Subsidiary Finance and 
Estates Companies of the Group. — Appendix 4b .* — 
In these cases the total profits of the companies are 
derived from interest, dividends, rentals, etc., re- 
ceived and are in no way connected directly .with 
armament manufacture. It has therefore not been 
considered necessary to show any details of these. 

Question 5. 

The average number of employees engaged in each 
of the last five years on the production of arms and 
munitions of war and other products respectively. 

Appendix 5.t — In some cases it has been difficult to 
answer the questions as framed in view of the fact 
that certain of the departments at all of the works 
of Vickers-Armstrongs Limited and of some of the 
other Companies in the Group are general depart- 
ments which are applicable either to armaments or 
commercial work. Accordingly a proportionate basis 
has been adopted, and the employees in such depart- 
ments have been allocated on the basis of productive 
.wages expended on armament production and com- 
mercial work respectively. Staffs have been dealt 
with on the same basis. 

Question 6. 

The firm’s capacity for expansion for purposes of 
the production of arms and munitions of war 
(a) with (b) without, the use of plant normally em- 
ployed on other products. What would be the effect 
of a State monopoly on the firm’s capacity for pro- 
duction of arms and munitions of war on the out- 
break of war? 

Reply not printed. 

Question 7. 

Particulars of any agreements with other firms 
engaged in the production of arms and munitions of 
war stating the names of the parties, British and 
foreign, to such agreements. 

Appendix 7* gives a summary of agreements for 
each Company in the Group. It is pointed out that 
it has been considered desirable to make this list 
comprehensive and it will, therefore, be found that 
it includes many agreements which do not refer in 
any way to arms or munitions of war, but these have 
been included on the basis that they are agreements 
between Vickers Companies and other Companies 
which we believe are engaged in or connected with 
the manufacture of arms and munitions of war. 
Similarly it will be found that the list includes agree- 
ments between the Vickers Companies and private 
individuals, which information, we understand, has 
not been requested by the Commission, but it is given 
in case it may be of interest. It will be found that 
such agreements largely refer to licence arrange- 
ments. 

It is pointed out that in the ordinary course of 
business certain of the Companies in the Group are 
members of trade and similar associations, and where 
to our knowledge any other armament firm is a 
member of an Association particulars are given. 
We would mention, however, that the Companies in 
the Group are members of many ordinary trade asso- 
ciations, particulars of which would presumably not 
be relevant to the present enquiry. These are 

* Not printed, 
f See p. 405. 


merely ordinary exclusive buying and rebate agree- 
ments generally, which are not in any sense peculiar 
to the armaments industry. 

In the event of the Commission requiring copies of 
any of the agreements we shall be happy to supply 
them. 

Question 8. 

Details of the firm’s present holding of the 
capital of other firms, giving names (British or 
Foreign) and of the holdings of the firm’s capital by 
other firms, giving names (British and Foreign). 

Appendix 8* gives the information asked for rela- 
tive to the first part of this question in regard to the 
various Companies in the Group. With reference to 
the second part of the question, namely, the holdings 
of capital of the Vickers Group of Companies by other 
firms, the information is given on Appendix 8a* for 
all Companies other than Vickers Limited. Regard- 
ing Vickers Limited, however, the register of mem- 
bers has been scrutinised with a view to seeing 
whether or not any Company, which to the best of 
our information is engaged in armament production, 
holds shares in that Company. The name of only 
one Company which may have some connection with 
the armament trade has been found ; this is a French 
Company called Societe Alsacienne d’Explosifs, which 
holds 1,000 ordinary shares. In fact, we have no 
knowledge of the trade carried on by the Company 
concerned. It is pointed out, however, that the 
shareholders of the Company number approximately 
65,000 and there are, as in all Companies of this size, 
a large number of holdings in the names of nominee 
Companies, and, it may be, in the nam.is of in- 
dividuals who are likewise nominee holders. It can, 
however, be definitely stated that there are no 
arrangements or agreements to which Vickers 
Limited is a party under which any Company en- 
gaged in the manufacture of arms and munitions of 
war or, in fact, any Company or individual whatso- 
ever either at home or abroad, holds shares in the 
Company. 

Similarly it can be stated definitely that no bank 
or financial house, British or foreign, has any con- 
trolling interest in the Company or has any part in 
the management or direction of the Company’s 
affairs. 

Question 9. 

The practice of the firm in regard to the adver- 
tisement of, and the soliciting of orders for, arms 
and munitions of war. 

Appendix 9t -deals in detail with the information 
asked for in this question. 

2222. Chairman : Just to take the Appendices for the 
moment. Appendix 1| is a statement showing the 
total turnover in each of the five years from 1930 
to 19-34 attributable to the production of arms and 
munitions of war divided between the British 
Empire and foreign. It is not necessary to go 
through all the companies, but the two companies 
with the largest turnover are the English Steel Cor- 
poration, Limited, and Vickers- Armstrong, Limited, 
are they not? 

Sir Charles Craven: Yes. 

2223. Chairman : Let us take the proportion 

attributable to foreign armaments of the English 
Steel Corporation. In 1930 it was 1-88 per cent. 
Is that right? 

Secretary : That is the proportion of the total 
armaments that were foreign. 

Chairman: No, it is divided into percentage 
attributable to armaments, percentage of arms 
British Empire, and percentage of arms foreign. I 
am taking that column of the percentages of arms 
foreign, and that is 1-88. Is that right? 

* Not printed. t See p. 406. 

t See p. 402. 
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Mr. Beid Young: Yes. 

2224. Chairman: And in 1931 it is 0-09 per cent.? 

Mr. Beid Young : Yes, of 25-71 per cent. 

2226. Chairman: And in 1932 it is 1-01? 

Mr. Beid Young: Yes. 

2226. Chairman: In 1933 it is 0-35, and in 1934 it 
is 0-14? 

Mr. Beid Young: Yes. 

2227. Chairman : Then the other large turnover is 
Vickers-Armstrongs, and taking it the same way, the 
percentage of foreign in 1930 is 34-65, in 1931 it is 
40-19, in 1932 it is 30-73, in 1933 it is 38-40, and 
in 1934 it is 45-63. Is that right? 

Mr. Beid Young : Yes. 

2228. Chairman : Then Appendix No. 3* contains 

the estimated value of lands, buildings, and so 
forth. I need not refer to that, I think. Appendix 
No. 4ct is the form in which you have summarised 
the contents of the other appendices which are not 
published ? 

Mr. Beid Young: Yes. 

2229. Chairman : That gives the replacement value 
of armament land, buildings, etc., annual value of 
armament turnover, profit after charging special 
expenditure, and profit before charging special ex- 
penditure. What would be included in the special 
expenditure there ? 

Sir Charles Craven: The closing of the works 
was one special item. Sir, and special compensation 
of staffs. 

2230. Professor Gutteridge: Did it include anj-- 

thing for breach of contract? 

Sir Charles Craven: No; compensation for loss 
of office. 

2231. Professor Gutteridge: Only? 

Sir Charles Craven: Yes. 

2232. Chairman: Then in the rest of the document 
you give the percentage of profit to replacement 
value, and the percentage of profit to turnover. I 
need not trouble about that. Appendix No. 5] 
shows the average number of employees engaged in 
each of the last five years. Then Appendix No. 9§ 
is “ Statement of the Practice of the Firm in regard 
to the Advertisement of, and the Soliciting for 
Orders for. Arms and Munitions of War.” I see 
there is a definite statement there .ivith regard to 
some questions that were put to you by Dame Rachel 
Crowdy, on the section headed “ Soliciting eor 
ORDERS.” You say: “The selling arrangements of 
the company being as outlined above, it is emphasised 
that there is no general practice of soliciting for orders 
for armament material. Only where it is definitely 
knoivn that the government is in the market for a 
certain type of material, and where the agent of 
the company concerned so recommends, does the 
company send representatives, technical or other- 
ivise, abroad.” Then I also see there that the agent 
obtains a tender, and the acceptance of the order 
by the company. 

Sir Charles Craven : Entirely. 

2233. Uh airmail: Then there is a long statement 
showing the amounts paid for advertising, and there 
is a standard agency agreement for Vickers-Arm- 
strongs’ agents, and a standard agreement for Vickers 
Aviation, Limited. That comprises the whole of the 
information which you think should be made public, 
and the rest of the appendices are material which 
you supply to us and think it is either against the 
public interest or your private interests that they 
shoidd be published? 

Sir Jlerbert Lawrence : Yes. 

2234. Chairman : Then you have a statement which 
you wish to make to us in addition to that, have 
you not? 

Sir Charles Craven : Yes, Sir. It is very short. 
Before I do that I wish to submit that we have 
received a letter from Mr. Walton Newbold tolling 


* See p. 403. 
t See p. 405. 


me that the evidence already given* with regard to 
Mr. Loewe, who was a managing director of Vickers 
over thirty years ago, is not correct. He tells me 
that he knows he was still a director of the Deutsche 
Wati’en Company, and of another company the name 
of which I cannot read, in Germany, while he was 
with Vickers. He died in 1903. I wanted just to 
correct that, if I might, and apologise. 

2235. Chairman: Thank you. Now will you read 
your statement ? 

Sir Charles Craven (reading) : 

I have very little to add to the opening statement 
which has been made by Sir Herbert Lawrence, the 
chairman of our xiarent company, but there are 
one or two points which I would submit for the 
consideration of the Royal Commission. 

We have given careful consideration to the ques- 
tion of submitting rejilies to the evidence offered 
by various w-itnesses who have already appeared 
before the Commission, but we feel that having 
answered in writing as fully as we possibly can the 
various questions that have been addressed to us, no 
good purpose would be served by our submitting a 
long statement. We sincerely hope, however, that 
the members of the Commission will, in the ques- 
tions they address to us, give us an opportunity 
of replying to many of the peints raised by previous 
witnesses, as we feel it would be wrong for many 
of the allegations to stand as fact when we know 
they cannot be substantiated. 

In the statement put forw'ard by the Unien of 
Democratic Control certain very serious charges were 
made against the efficiency of the English Steel 
Conporation Ltd., which corporation operates the 
principal steel industries of our company. Sir 
William Joivitt, who put forward the Union’s case, 
when asked by the Commission if he wms in a position 
to produce witnesses, frankly admitted that he was 
not able to do so. The English Steel Corporation 
felt that as these particular charges of inefficiency 
could be categorically denied it was right that we 
should submit a statementt giving the facts of the 
case; and as chairman of the corporation I have 
brought with me three whole-time directors of the 
corporation w-ho can support the statements made 
in our memorandum. 

2236. Chairman: Please stop there for a moment. 
That deals with the question that I referred to at 
the oiiening of the sitting to-day. On these tech- 
nical questions if necessary we shall have to take 
technical advice. They are not matters which we 
can dispose of otherwise. 

Sir Charles Craven : I submit. Sir, that tech- 
nical experts will have to visit the plant to see 
ivhether we are telling the truth or not. 

(Beading) Sir Herbert Lawrence in his opening 
letter to the secretary of the Commission particularly 
refers to the agreements that have already been 
made public by the United States Inquiry and offers 
a full investigation into these agreements and the 
fullest publicity regarding them. I submit _ a 
•memorandum] which briefly summarises the associa- 
tion betiveeii ourselves and the Electric Boat Com- 
pany and also gives some explanation regarding my 
personal correspondence with the directors of that 
company, and particularly with the vice-president, 
Mr. Spear. As my personal reputation has been 
attacked I should, quite apart from the interest of 
my company in this matter, welcome the opportunity 
of replying in detail to any questions which the 
members of the Commission may see fit to put to 

I wish to take this opportunity of explaining in 
general terms the circumstances in which these 
letters were ivritten and I submit to the members 
of the Commission the fact that I have known Mr. 
Carse, the present president of the Electric Boat 
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Co. for over 16 years and a close friendship has 
existed between Mr. Spear, the vice-president of the 
Electric Boat Co., and mj'self, for over 23 years. 
Under these circumstances the correspondence which 
passed between us was not couched in ordinarj' busi- 
ness language but in colloquial language, such as 
is used when writing to close personal friends. From 
the fact that all such correspondence was clearly 
marked as “ personal ’■ or in some equivalent man- 
ner it will be appreciated that it was never antici- 
pated that these letters should form part of the 
official business records of either company. The 
members of the Commission will, therefore, no doubt 
understand that the terms used in certain of the 
letters, and out of which great capital has been 
made, did not imply the meanings which have been 
attached to them and I can explain in detail to 
the members of the Commission, should they feel 
disposed to address questions to me on the subject, 
that this was the case. In this connection also I 
would like to inform the Commission that imme- 
diately these letters became public through the 
American Inquiry, in view of reference to certain 
high officials at the Admiralty contained therein, I 
wrote an explanatory letter to the First Lord of the 
Admiralty. I wish to hand to the Commission a 
copy of that letter* together with a copy of the 
reply which I received from the First Lord.t I have 
obtained his authority to do so. 

Another point on which efforts have been made 
to make much capital by the critics of the private 
manufacture of arms is that of the employment of 
ex-government officials and in certain of the state- 
ments put before the Commission various names have 
been instanced. The Commission will undoubtedly 
recognise the fact that in appointing such ex-govern- 
ment officials to positions with the company whether 
on the board or otherwise there are no ulterior 
motives in the minds of the directors, it being ob- 
vious that a company whose business is the manu- 
facture of armaments must obtain the benefit on its 
staff of men with expert knowledge as users of its 
products and user knowledge can obviously only he 
obtained by the engagement of retired specialist 
officers. 

Certain of the witnesses who have appeared before 
you, in particular Dr. Addison, have severely 
criticised the private manufacturers of arms for their 
alleged failure at the outbreak of the Great War. 
The Commission will no doubt have noted that any 
criticism on this count has been made because of 
the shortage of material for supplying the army. 
No criticism has been made that the needs of the 
navy were not fully and adequately met. I ivould 
like to take this opportunity of pointing out to the 
Commission that before the War, with the exception 
of one period in 1906 and 1907 when the army was 
being re-equipped, the amount of orders received by 
Vickers Limited from the War Office was negligible, 
whereas the company had been very largely occu- 
pied during that period in supplying the needs of 
the Admiralty. It therefore will be obvious that 
by relying to a very large extent on the resources 
of private manufacturers the Admiralty obtained 
satisfaction in regard to all its requirements, and 
that even on the outbreak of war the increased needs 
of that department were satisfactorily dealt with. 
It could not be expected that the War Office, which 
had not been placing orders of sufficient magnitude 
to ensure that sufficient plant and personnel was 
available for an emergency, could obtain the neces- 
sary sudden expansion of capacity from the private 
manufacturers. Then I have written in those figures 
which I gave you this morning— that the average 
orders from the War Office were £.55,000 a, year and 
from the Admiralty £2,688,000. 

I feel sure that on examination it will be found 
the army expansion in the Great War was never 


foreseen and that even some months after the declara- 
tion of war the requirements of supply were found 
to be very much greater than was anticipated in 
August, 1914, and, therefore, whatever pre-War 
organisation had been set up, the demands, par- 
ticularly for ammunition supplies, became so tre- 
mendous that measures had to be taken which had 
never been considered as likely to be necessary. 

Much has been stated about the efficiency of the 
National Shell Factories which were set up by the 
Government. We would remind the Royal Commis- 
sion that the majority of these shell factories were 
laid out, equipped, and, certainly in some instances, 
managed by the armament firms. Comparisons of 
cost have been made between these modern mass 
production shell factories and the modest pre-War 
shell shops being operated by the principal arma- 
ment companies in the early stages of the War. No 
such comparison is justified, as the private shops, 
dealt with many types of projectiles with a relatively 
small output; and’ we would further submit that 
when comparing the output from the private shell 
shops at the beginning of the War with that of 
Woolwich, consideration sliould be given to the 
volume of pre-War orders placed with the private 
firms and AVoolwich Arsenal. 

No doubt the Commission will be informed by the 
Service Departments of the position in regard to 
supplies which exists to-day, and I feel sure that 
evidence will be forthcoming which will show that 
where any specially urgent demands have been made 
on private industry since the AA'ar, the companies 
concerned have in every case risen to the occasion. 

A typical misunderstanding regarding the secrecy 
with which armament firms are stated to carry out 
their businesses may be corrected when I inform the 
members of the Royal Commission that at the pre- 
sent time we have in the various works of Vickers- 
Armstrongs and its associated companies no less than 
521 inspectors appointed by the Government. The 
rank of these inspectors ranges from senior naval 
officers, who inspect woi’k under the warship, arma- 
ment and steel conti*acts, down to the junior women 
inspectors in the fuse departments. 

2237. Chairman : May I ask if those are whole- 
time inspectors? 

Sir Charles Craven: Whole-time; yes. Sir. 

They fluctuate according to the amount of work we 
have in hand. 

2238. Chairman : At whose charges are the 621 

inspectors ? 

Sir Charles Craven ; The taxpayer. They arc 
government servants. AA'’e have nothing to do with 
them. 

2239. Chairman: They are nothing to do wdth you? 

Sir Charles Craven : No, Sir. 

(Heading) It appears that considerable difference 
of opinion has been expressed by various witnesses 
regarding the necessity of skilled men in the arma- 
ment industry. As I believe this to be a very im- 
portant matter, I have iiropared figures showing the 
numbers of skilled, semi-skilled and unskilled people 
employed in the various branches of our organisa- 
tion, which .1 will hand to you if you desire.* 

2240. Chairman : 'When I used the term “ whole- 
time ”, what I meant was : Are they people' who pay 
casual visits, or when there is work for them to do, 
do they remain at the factory the whole day? 

Sir Charles Craven: I should say that 95 per 
cent, of these jieople are whole-timers ; but at 
Sheffield they have a central office of their own in 
the town, and they go from one firm to another; but 
even in Sheffield there are some full time inspectors 
at our works as there are in Barrow. 

(Heading) In conclusion I submit that in view of 
the very large capital and research expenditure which 
has been undertaken by Vickers-Armstrongs, its 
subsidiaries and associated companies during the 
last few years and the special steps that have been 
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taken to train pei-sonnel in the most accurate form 
of engineering, an independent examination would 
abundantly show that the group of companies is 
efficiently managed and is equipped with iilant and 
personnel at least as good as that in any other com- 
pany in the groat industries of the country. 


That is all I have to say, except just to correct 
the figures that .were given when we sent in our 
return. The figures of emjployment of Vickers- 
Armstrongs, as I mentioned before, including the 
English Steel Corporation, are 36,200 to-day, and 
the Vickers Companj’, directly under Vickers — that 
is, the various companies — 10,569; so that Vickers 
Limited, as a whole, is employing to-day 46,769 
people. I do not suppose you want me to read the 
letter from me to the First Lord. It is very long. 
It is on the record. 

2241. Sir Thomas Allen: \Ve had better make the 
correction of the date, I think, from 1917 to 1927. 

Sir Charles Craven : Would you like me to 
read it? 

2242. Sir Thomas Allen : That ought to go in, that 
it was written not in 1917, but in 1927. 

Sir Charles Craven: It was implied in the 

newspapers — but I do not think before the Com- 
mittee in America— that th'is had been going on in 
1917, when there was a war on. 

2243. Professor Gutteridge : Might I ask Sir Charles 
something on this? In your letter to the First Lord 
you set out what you say is the correct version of 
that letter. That is so, is it not? 

Sir Charles Craven : Yes, Sir. 

2244. Professor Gutteridge : Had not you better 

read that, do you not think? If it differs from the 
letter as stated in the American report, had yon 
not better read it? 

Sir Charles Craven : Well, Sir, as stated in 
the American evidence it is correct, but not as 
stated in the English newspapers whidi came out 
then, when I saw a leading article headed His 
Admiralty Friend,” I think. , i ■. 

2245. Chairman: I think it is rather suggested it 
would be wise to road this letter. It .will not take 
more than a minute or two. 

Sir Charles Craven (reading): 

19th September, 1934. 

The Rt. Hon. Sir Bolton M. Eyres Monsell, 
G.B.E., M.P., The First Lord of the Admiralty, 
London, S.W.l. 

Dear First Lord, 

I am venturing to trouble you with this letter 
because I feel that some explanation is due to you 
from me in connection with the reiiorts that have 
appeared in the Press of certain evidence given 
at the Enquiry into the Armament industry no.w 
being held at Washington. 

These reports allege that a letter written by mo 
in 1917 to Mr. 1;. Y. Spear, Vice-President of the 
Electric Boat Company of America, and produced 
before the Committee of the U.S. Senate, contained 
the following passage: — 

“ We have received invitations from ^ the 
Admiralty for one, two or three submarines. 
Armstrong Whitworth has, too. Armstrong will 
put in their bid. Whatever the price, I shall 
tell Armstrong to put the price slightly above 
ours so that whatever is built .will be built by 
Barrow. 

My friend at the Admiralty will help us, as he 
tried to get all five submarines for us last year. 
You have no doubt noticed that, on the strength 
of these words ascribed to me, suggestions of im- 
proper relations existing between armament firms, 
and of collusion between contractors and Admiralty 
officials have been made in certain quarters. 


I should like, therefore, to explain that, apart 
from a mis-statement of the date of my letter to 
Mr. Spear, which was written not in 1917 but on 
the 7th October, 1927, the passage in question has 
been seriously misquoted, and given without its 
context. The letter .was written on the eve of the 
conclusion of the agreement for the amalgamation 
of Vickers and Armstrongs (which agreement was 
actually signed on the 31st October, 1927), and 
what I actually w.i'iote to Mr. Spear was as 
follows : — 

“ Absolutely personal and confidential. 

7th October, 1927. 

L. Y. Spear, Esq., 

Electric Boat Company, 

Groton, Conn., U.S. A. 

My dear Spear, 

By the time this letter reaches you it is pos- 
sible that we may have come to an agreement 
with Armstrongs whereby a new Company is 
formed to take over the shipbuilding and arma- 
ment sides of Vickers and Armstrongs. The 
terms are such that the new Company will be 
run by Vickers. This opens up an interesting 
question regarding our agreement with you, and 
it would be necessary to have a discussion when 
next we meet. In the meantime, however, we 
have just received an enquiry for one, two or 
three boats for the Admiralty. Armstrong- 
Whitworths have also received a similar enquiry. 
My present feeling is that we should quote for 
one, two or three from Armstrongs, who have 
agreed to put in whatever price I tell them, 
and that we should also quote for one, two or 
three boats from Barrow. I would keep the 
Armstrong price very slightly above ours, the 
idea being that whatever boats were ordered 
from either party would be built at Barrow, so 
effecting considerable economies. I also think 
that perhaps it would be worth while putting 
forward a tender for six boats, the total number 
to be built. I have had a word with the 
Director of Contracts at the Admiralty, who is 
a friend of mine, and who would like this He, 
I know, tried to get us the order for all five 
submarines last year. 

Whatever happens will you give me authority 
to make the same reduction in your Royalty as 
we did last year? According to my' pocket book 
w'e reserved for you £9,000 for one, £7,200 for 
each of two, £6,600 for each of three, £4,3^5 for 
each of four, and £3,600 for each of five, and 
I suggest to you that we should put in £3,200 
for each of six. 

I do not know if I have made the matter as 
clear as I should. At the moment the two firms 
are not combining in any way, and therefore, 
if negotiations break do.wn, Armstrong- 
Whitworths will, of course, be free from us, but 
the tenders have not to be in until the middle ol 
November, so we should certainly know one way 
or another before then. Needless to say we do 
not want anything to come out about the pro- 
posed fusion until it is all clear, and I am just 
sending y'ou this letter so that you can think 
over the situation.” 

As regards the general tenor of these remarks, 
you wilfsee that I was expressing my opinon that 
as the Vickers-Armstrong agreement appeared to 
be on the point of conclusion — under which it was 
intended that all submarine building by the new 
combined firm should be concentrated at Barrow 
owing to the greatly superior facilities there no 
good purpose would be served by Armstrong put- 
ting forward a serious competitive tender. I think 
that the Admiralty .will agree that, in the circum- 
stances then existing, that opinion -was quiio 
intelligible. 
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My letter distinctly pointed out that if the pro- 
posed amalgamation did not materialise, Arm- 
strongs would naturally be free to put in whatever 
tender they pleased. 

I desire, however, to express my great regret 
that the particular reference which I made to the 
Director of Contracts should have been made, even 
in a personal and confidential letter to a man 
I had known for over 22 years — realising as I do 
on reflection, that it could be read as tending to 
discredit the impartiality of an Admiralty official 
who is universally respected and trusted. 

I was, of course, well aware, from my own ex- 
perience when serving at the Admiralty, that the 
decision in matters of such importance rests en- 
tirely with the Board, and that it would not be 
within the power of the Director of Contracts, 
or any other Head of a Department, to bring 
about a decision in favour of a particular con- 
tractor. A reference to the context of my letter 
makes it perfectly clear that in expressing my 
favour of ordering all the submarines from one 
contractor I took it for granted that he would 
have been actuated not by any partiality towards 
any particular firm, but solely by the probability 
of its being the most economical arrangement for 
the Admiralty to make. 

I think my letter to Mr. Spear will make it 
quite clear to you that my main object in writing 
to him was to effect a reduction in the amount of 
royalty that my company were entitled to pay 
to the Electric Boat Company under an agreement 
of long standing, so reducing our price for the 
vessels. 

Yours sincerely, 

(Sgd.) C. W. Craven. 

Shall I read the First Lord’s reply. Sir? It is 
quite short. 

2246. Chairman : Yes. 

Sir Charles Graven (reading) : 

October, 1934. 

Dear Sir Charles Craven, 

Thank you for your letter of the 19th September. 
It was obvious to the Admiralty that the state- 
ment attributed to you could not have been 


written in 1917, as at that date, owing to war 
conditions, all warshipbuilding in contract yards 
was on a “ time and line ” basis. I am glad to 
have a copy of what you actually wrote in 1927, 
and I can quite understand the awkward position 
in which you were placed when the Vickers-Arm- 
strong merger was on the point of completion, and 
when you felt that no good purpose would be 
served by Ai’mstrongs putting in a serious com- 
petitive tender, and so perhaps receiving a con- 
tract which under the merger arrangements would 
be executed at Barrow. 

I am also glad to receive your apology for your 
unfortunately worded reference to the Director 
of Contracts. I share your regret that it was 
ever made, for it was capable of an interpretation 
uttei'ly at variance with the truth. In allocating 
shipbuilding orders, the Admiralty are, of neces- 
sity, guided chiefly by the prices tendered, though 
such considerations as the experience and capacity 
of the various firms and also the desirability of 
preventing monopoly and maintaining an adequate 
field upon which the Department can rely, are 
given weight. I had already, before receiving 
your letter, examined carefully the files relating 
to the tenders for submarines in 1926 and 1927, 
and had satisfied myself that the allocation in 
each year had been considered carefully and with- 
out bias, from these points of view, and had been 
finally decided by the First Lord himself on the 
advice of the two responsible Members of the Board, 
namely the Controller and the Parliamentary Secre- 
tary of the Admiralty. 

Yours sincerely, 

B. Eyres Monshxl. 
Commander Sir Charles Craven, 

O.B.E., R.N. 

2247. Chairman : We cannot have this building 
to-morrow morning, so we have decided to utilise 
the opportunity of having a meeting in private; 
but we shall be able to have accommodation here 
in the afternoon, and therefore we propose to sit 
again to continue this evidence to-morrow at 
2 o’clock. AVill you be able to come here to-morrow 
at 2 o’clock. 

Sir Charles Craven : Yes, Sir. 

Chairman : Then we will continue the evidence 
to-morrow. 


(Adjourned.) 
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Sir PHILIP GIBBS, K.B.E. Sir KENNETH LEE, LL.D. 
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Sir Robbet McLean, and Mr. A. Dunbae; representing Messrs. Vickers Ltd. and Associated 

Companies : called and further examined. 


2248. Chairman : Sir Charles, I should like to clear 
this up. In the information which you have given 
us in answer to our questions you include par- 
ticulars of agreements with other firms engaged in 
the production of arms and inunitions of war; you 
give the dates of the agreements and a short state- 
ment of the contents. I am assuming that all those 
documents are at our disposal to look at, if we call 
for them. 

Sir Charles Craven : Certainly, Sir. 

2249. Chairman : You have had supplied to you, have 
you not, a copy of extracts that we have made of 
particulars referring to passages in the evidence 
dealing with your firm? We have supplied that in 
order that we may know which witness would be 
prepared to deal with the questions that we were 
going to put. You have that? 

Sir Charles Craven : Yes, Sir. 

2250. Chairman : I will go through that now, asking 
you questions, not with regard to each item hut 
some of them. On the second page of the docu- 
ment,* Mr. Arnold Forster in his evidnece suggests 
that the armament firms should he questioned as to 
whether any agreement exists as regards tenders 
amongst the firms who compete, or ostensibly com- 
pete, for Government orders for armour plate. I 
think that that jiarticular matter was dealt with, 
was it not, so far as the English firms were con- 
cerned, when it was assented to that practically all 
iron and steel firms engaged in business in England 
were more or less in association? 

Sir Charles Craven : Yes, Sir. 

2251. Chairman : Does that mean that there is 
practically no competition? 

Sir Charles Craven : For armour plate there 
are three firms, as I said yesterday, and those three 
firms have their books examined by the Government 
and a price is agreed by the Government department 
concerned. 

2252. Chairman: If those three firms send in 

tenders, they are not independent tenders? 

Sir Charles Craven: No. The order is placed 
and very often the price is agreed later. There is 
no tender. 

2253. Chairman : But there is no such thing as 

independent tendering left now, in the iron and 
steel trade in England, is there? 

Sir Charles Craven : We were practically 

ordered, I think, to build ourselves into an asso- 
ciation before we were given the tariff to jjrotect 
steel. 

2254. Chairman : I am not asking how it came about, 
but it is a fact, is it not? 

Sir Charles Craven : That is practically the 
position. I wish to make it clear that there is no 
real competitive tendering for armour plates for 
the navy. Every cost is examined by the Admiralty 
and a price is built up. 

2255. Chairman : Mr. Arnold Forster also suggests 
that inquiry should be made as to whether any secret 
agreement exists between British firms who make 
military aircraft for the governments of this and 
other countries. 

* Not reproduced. 


Sir Charles Craven: I will ask Sir Robert 
McLean, the chairman of our Aviation Conujany, to 
answer that. 

Sir liobert McLean : No, Sir. No such agree- 
ment exists. 

2256. Chairman: Thank you. On the next page 

there is a question which I will ask Mr. Reid Young, 
if he will, to answer. It is in Mr. Pollitt’s evidence. 
He says that the entire capitalist class is interested 
in the benefits to be derived from armaments pro- 
duction, and that the control, though not necessarily 
the ownership, is monopolised in very few hands. 
Then he produces a chart illustrating the control 
exercised by important financial interests in the 
case of Vickers. What is the position with regard 
to that? 

Mr. Beid Young : The position is that no con- 
trol is exercised over Vickers by any particular body 
or financial house, or any such arrangement at all. 

2257. Chairman: You are quite independent of any 
outside influence. 

Mr. Beid Young: Most definitely. 

Sir Charles Craven : I think my chairman. Sir 
Herbert Lawrence, definitely brought that out in 
his evidence yesterday. 

2258. Chairman : Mr. Pollitt, on the next page, deals 
with the Sun Insurance Office policy matter. Sir 
Herbert explained that to us. I need not ask about 
that. At the bottom of the page Mr. Pollitt refers 
to a statement made by Sir Herbert Lawrence in 
1934 : “ Our relations with the three defence ser- 
vices continue to be satisfactory, and though as an 
armament firm we are the subject of opprobrium iii 
certain quarters, we claim that so long as our pro- 
ducts are necessary for the defence of the Empire 
we are rendering a national service.” I understand 
that is your position to-day. 

Sir Charles Craven : That is so. 

2259. Chairman: I skip two pages; then we come to 
what Dr. Addison said aibout deliveries of shells. 
Have you that passage? 

Sir Charles Craven : Yes, Sir. 

2260. Chairman : Dr. Addison says : Deliveries of 
shells by contractors to May, 1915, amounted to 
1,526,400 against promises 5,723,900. The position 
with regard to the chief British contractors was : 
Vickers — promised 907,550, delivered 235,550, arrears 
672,000; Armstrongs — promised 1,020,925, delivered 
308,090, arrears 712,000. Can you say whether 
those figures are accurate, according to your books? 

Sir Charles Craven: No, Sir, I cannot; but 
assuming that they are correct — it is going back a 
long time; I was not in the position I am to-day, 
but I can visualise the managing director of any 
of those firms being sent for and begged to promise 
deliveries or begged to accept orders that he could 
not possibly do. He was doing his best. I think 
I have, in the short address I gave you yesterday, 
pointed out that consideration ought to be taken 
of the pre-War orders that Vickers received for shells 
and what we did to multiply our output. 

2261. Chairman : By that you mean that, having 
had so few orders before, you were not equipped for 
large orders? 
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Sir Charles Craven: No, Sir; I do not believe 
that the War Office knew the tremendous require- 
ments that they wanted, even in August, 1914. 
2262. Chairman : There is another reference to Dr 
Addison’s evidence. He says that the experience 
of the late War showed that the prices paid to 
private manufacturers prior to the establishment of 
a costings system under the Ministry of Munitions 
were excessive. What have you to say about that? 

Sir Charles Ci'aven : I think he compared the 
c^t of a shell produced in our small modest shell 
shops, to which I referred before, which turned out 
all kinds of shells, with the cost of a shell that he 
could get out of a mass production factory. My 
grievance against Dr. Addison is that he does not 
give any credit to the armament firms for having 
equipped those big national shell shops of which he 
IS so proud. We equipped them and managed them 
in many cases. The shell is not a high-class arma- 
ment. It IS a mass production article and, frankly 
Sir, when you hear us in priyate I hope to explain 

to JTb ^ ® ® I 'lot consider 

that the mass production of shells is a matter that 
Vickers, or other specialist armament firms, oim-ht 
to be called upon to undertake. I think it is a 
waste of energy. 

2M3. Chairman : Whatoyer the position might haye 
been on the outbreak of war, with regard to the 

sv*s'tem°^rT‘^V^“'^® Goyernment now an efficient 
system of checking prices for orders given? 

Sir Charles Craven: The Government have, 
and we nave too. ’ 

Chairman: Yes; but the point is this. From 
the point of view of the nation, is the practice 
ich IS now adopted by the Government in dealing 
charged for armament work sufficient to 

oM^nedT^ """""" -• 

to. Craven I think so. In some cases 

they actually get the cost from our books. Of course 

iosto® ""i inflated 

Mst, but then they have Woolwich Arsenal and 

other firms by which to check us. There is no col- 
lusion or collaboration between the firms. I would 
like, if I may to turn back to that word 

about the promises of the armament firms ” The 

to dn^^r- E™/ “'Sht, all of them, 

to ^ conceive the directors 

at that time being pressed to accept work that they 
did not want. 

2^. Chainin '. Who was the gentleman acting on 
\ickeis behalf in making those provisions? 

Sir Charles Craven: Sir Trevor Dawson, who 
IS now dead. He was then the vice-chairman and 
managing director. The other director who .would 
deal with cost questions was Sir Vincent Caillard • 
ne also is dead. ’ 

2266. Chairman: So there is no one from Vickers 
who was actually concerned in making the arrange- 
ments, whatever they were. 

Sir Charles Craven: Mr. Yapp was a very 
junior hand in the contracts department at the 
time. I do not know whether he could answer. 

. Yo-PP ■ I could not answer these questions 

with regard to promises of delivery. 

2267. Chairman: We have 'been told by somebody 
who was there that the result of the interview was 
that quantities were mentioned and people were 
asked to undertake the work and they did sign con- 
tracts; but at the same time they said “After all 
we can only promise what we are in a position to 
fulfil.” 

<Wer the page there is a reference to the Mulliner 
incident. Are you in a position to give any evidence 
about what happened? 

Sir Charles Craven : No. The only information 
I have about the Mulliner incident I have obtained 
from the evidence of the Royal Commission and from 
gossip. But I will say this : I have ^bne exactly 


what Mr. Mulliner is supposed to have done, within 
the last twelve months; I have given to the Govern- 
ment information that came to me which I thought 
was of value to them. 

2268. Chairman : Do you mean in reference to what 
some other country was doing? 

Sir Charles Craven: Yes. 

2269. Chairman: In reference to armaments? 

Sir Charles Craven: Yes. 

Chairman: Do you know anything about the 
next incklentj the case of the Japanese official? 

Sir ^ Charles Cvaven : No, I have no evidence 
of any kind about it. It happened before I joined 
the Vickers Company. 

2271. Chairman: Or the third incident— about 

E. J. Reid? 

Sir Charles Craven: No. To go back to the 
Japanese incident, we have searched The Times files 
but they are not very conclusive. The only thing I 
would say is that if a managing director of Vickers 
behaved as one is supposed to have done, I cannot 
understand his being retained in the employment of 
the company ; and he was. There is nothing in our 
books to show it. 

2272. Chairman: I think we shall get definite in- 
formation about the Mulliner incident. We shall 
have a full statement about it. You cannot help us 
with regard to the case of the Japanese official? 

Sir Charles Craven : We have nothing in our 
books at all. 

2273. Chairman: Or about E. J. Reid? 

Sir Charles Craven : No. We know nothing 
about that. A\as it about the design of battleships 
for Chile? 

2274. Professor Gutteridge : He was a government 
official, was he not? 

Sir Charles Craven : I cannot remember. 

2275. Professor Gutteridge : Was he not a naval 
constructor ? 

Chairman : Yes. 

Sir Charles Craven: Watts I can remember. 
Reid was a great naval architect; whether he .was 
Director of Naval Construction or not, I cannot tell 
you. This evidence, I understand, is to show that 
there was competitive design between Vickers and 
Armstrongs. Is that right? 

Secretary : That is the intention of the evi- 
dence. 

Sir Charles Craven: There would be at. that 

time. 

2276. Professor Gutteridge : That was before the 

amalgamation ? 

Sir Charles Craven : Yes. It must have been 
pre-War. 

^77. Chairman: The next case refers to a report 
in the Japanese Weekly Chronicle concerning a 
Japanese officer. 

Sir Charles Craven : Yes, Admiral Fujii. 

2278. Chairman : If you turn over two pages, you 

will find that, at the top of the page, Mr. Walton 
Newbold refers to the question of rings and you see 
he says that he does not know of anything in the 
nature of a world ring of armament manufacturers; 
but that there are signs of local rings, e.g., Vickers 
have an interest in Spain . . . That has refer- 

ence to those small Sjianish works, has it? 

Sir Charles Craven : That is the small com- 
jiany, the Placenoia Company, that is owned 
entirely by Vickers. Then we have a minority share 
in the big Spanish company which builds and main- 
tains the Spanish navy. 

2279. Chairman : “ . . . and they have certain 

holdings in Jajian.” You have given us particulars 
of those. 

Sir Charles Craven : Yes. 

2280. Chairman : They are more or less invest- 

ments. They are not a controlling interest. 

Sir Charles Craven ; No. We have nothing 
to do with them at all. 

2281. Chairman: Mr. Fenner Brockway stated that 
British armament firms have produced war materials 
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which have been used against Britain in time of 
war. Then he says that the Turkish arsenal and 
dock at the Golden Horn and the naval base at Ismid 
used against British and Australian troops in the 
Dardanelles, were maintained up to the very eye 
of the War by Vickers and Armstrongs. What is 
the fact about that? 

Sir Charles Craven: I think Mr. Reid Young 
had better give you the history. 

Mr Iteid Young: In 1913 an arrangement 

was entered into between the Turkish Covernment 
and Vickers and Armstrongs— that was before the 
amalgamation — under which Vickers and Armstiongs 
became technical advisers to the Turkish arsenals 
and docks. A company was formed called the 
Imperial Ottoman Docks Company in which Vickers 
and Armstrongs had certain shares. That company 
carried on until the outbreak of war in 1914. The 
docks and arsenals were then taken back by the 
Turkish Government and kept by them and main- 
tained by them during the War. Subsequent to 
the War Vickers and Armstrongs were again asked 
to take up their interest in this company, which 
they did. That lasted until 1922, I think, when the 
company went into liquidation and Vickers’ and 
Armstrongs’ interest then ceased entirely. 

2282. Chairman: Before the War had Vickers and 
Armstrongs had controlling interests in this com- 
pany? 

Mr. Bcid Young: No, not controlling in- 

terests. They were technical advisers with a mini- 
mum interest in the shareholding. 

2283. Chairman: Who had the controlling interest.'’ 

Mr. Beid Young : The Turkish Government. 

2284. Chairman : That was a business arrangement 
which lastetl up to the time of the War? 

Mr. Beid Young : Until the outbreak of war, 
and was subsequently renewed after the War for a 

short period. . , , x a., x 

2285. Chairman : How was it terminated at the out- 
break of war? 

il/r. Beid Young : The Turkish Government 

took possession of the docks and arsenals themselves, 
and they were carried on, I understand, during the 
War under their own supervision. 

2286. Chairman: You had nothing to do ivith it 
during the War? 

Mr. Beid Young: No. All the staff who were 
there were sent home just after the outbreak of war. 

2287. Chairman: Then Mr. Fenner Brookway goes 
on to say that the docks of Henry Whitehead & Co. 
(a subsidiary of Vickers and Armstrongs) at Fiuiiie, 
in Austria, provided torpedoes, torpedo-boats, 
torpedo-boat destroyers, subniariiies and mines for 
Austria immediately before the World War, and 
during the War these docks were used to supply the 
navies of the Central Powers. Was Whitehead a 
subsidiary of Vickers and Armstrongs? 

Sir Charles Craven: I do not know that 

it was a subsidiary. Vickers and Armstrongs were 
shareholders in the Whitohoad Torpedo Company. 

2288. Chairman: Had they a controlling interest.-' 

Sir Charles Craven: Yes, they had in 1906. 
We started in the early sixties at Fiuiiie where Air. 
Whitehead, the inventor of the torpedo, started liis 
works, and I am advised that it was at the reques 
of our own Government that Vickers and Armstrongs 
took an interest in this torpedo company. 
in 1906 we acquired control. At Weymouth .we still 
operate a torpedo company wliicli is entirely owned 
by Vickers-Armstrongs, and which was incorporated 
under English law as a separate company in 190' • 
We still had a .shareholding in the main Whitehead 
company at the declaration of war, had we not. All. 
Reid Young? 

Mr. Beid Young: Yes. 

2289. Professor GuUeridge: What happened to the 
Austrian Whitehead company in the end? Is that 
still in existence or has it been wound up ? 


Mr. Beid Young : The original company went 
into liquidation in 1924 and then they took them 
over. 

Sir Charles Craven : Our sole interest in tor- 
pedo work noAV is in the Whitehead works at Wey- 
mouth, of which I am chairman. It is a .branch of 
Vickers-Armstrongs. 

2290. Chairman: Then if you turn over the page 
you see the comment of 'Sir William Jowitt about 
transfer of profits. He suggests an example of how 
profits can be manipulated by the Vickers group, 
by means of the internal sales of raw materials or 
partly finished goods at arranged prices between 
subsidiary or associated firms. Do you know to what 
he is alluding? 

Sir Charles Craven : He says they can be mani- 
pulated; he does not suggest they are manipulated. 
But in any case he is wrong. The Government can 
check, for instance, a forging coming from Sheffield 
for a gun. The Government have a right to check 
anything going into the Vickers-Armstrongs works 
at Elswick. 

2291. Chairman : Then, Air. Noel Baker in his 

evidence says that there is evidence of a financial 
connection between the private manufacturers and 
the Air League, and that the Air League has been 
active in promoting the cause of “ air power.” He 
says that it is a fact worth mentioning that the 
secretarj'-general of the Air League, who has been 
in charge of its affairs during the period of the 
Disarmament Conference, came to his office from the 
post of director of A'^ickers Aviation, Ltd., and 
another post as director of .Supermarine Aviation, 
Ltd. Is that correct? 

Sir Charles Craven: No, Sir. He was with 
us, but there was a gap of 18 months or 2i years. 

Sir Bobert McLean: He left us in November, 
1931, and took the post at the Air League in April, 
1933. 

2292. Chairman: That is all I wanted to ask about 
that. Now I want to ask about some of these letters. 
What I .want particularly to refer to is the agree- 
ment which you, or Vickers, made with the Electric 
Boat Company. Have you these books Heatings 
before the Special Committee of the United States 
Senate investigating the Munitions Industry? 

Sir Charles Craven : Yes, Sir. 

2293. Chairman: It is Part I, page 317, and is 
Exhibit 12. That is a very long document and it has 
to do, has it not, with the business of making and 
selling submarines? 

Sir Charles Craven: Yes. 

2294. Chairman : It is confined to that ? 

Sir Charles Craven: Yes. 

2295. Chairman: And it provides, does it not, that 
as between Vickers and the Electric Boat Company 
certain countries should be excluded altogether from 
the agreement? 

Sir Charles Craven : Yes. 

2296. Chairman : And that certain other countries 
should be reserved for Vickers and certain others for 
the Electric Boat Company? 

Sir Charles Craven : Yes. 

2297 Chairman : And then there is a provision as to 
the payments that should be made from one to the 
other in the event of business being done in any of 
the reserved territories or the common territory. Is 
that right? 

Sir Charles Craven: That is correct. 

2298 Chairman : Now I want to know what was the 
business rear on for that agreement being entered 
into ? 

Sir Charles Craven : Alay I read a memoran- 
dum that I submitted to you. Sir, about the 
history of the business, because it goes back to 1900? 
2299. Chairman : Is it the St.\tement by Sir Charleh 
Craven on the relations between the Electrh 
Boat Comvany of America and Vickers-Armstronob 
Ltd. Is that the document? 
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Sir Charles Craven : Yes. 

2300. Chairman-. Will you read that? Because I 
think it is important. 

Sir Charles Craven (reading) : 

Statement by Sib Chables Cbaven on the belations 

BETWEEN THE ElEOTBIO BoAT COMPANY OF AMERICA 

.AND Vickebs-Abmstbongs Liaiited. 

(1) The negotiations in connection with the con- 
struction of the first five submarines for the British 
Navy were in the first instance conducted in 
1899/1900 between the Admiralty and the Holland 
Torpedo Boat Company, which later became the 
Electric Boat Company. The first intimation that 
Vickers had of these negotiations came to them 
from Mr. Isaac Rice, who was then the President 
of the American Company. He called on Colonel 
Vickers and Mr. Albert Vickers, and told them 
that he was prepared to grant Vickers an exclu- 
sive licence for building submarines for the British 
Navy to the American drawings. He was informed 
by Colonel Vickers and Mr. Albert Vickers that 
there was no possibility in their opinion of the 
British Navy building submarines and, by so 
doing, lend encouragement to the construction 
of a type of vessel which, if adopted throughout 
the world, would seriously jeopardise England’s 
otherwise favourable position as an island country. 
iMr. Rice replied that he had received an order 
for five submarines, provided they could be built 
in England. I have no confirmation of the 
meeting referred to, but I was certainly told 
about the negotiations some years afterwards both 
by Mr. Albert Vickers and by Mr. Rice. The 
only document I have which confirms that the 
negotiations originated between the Admiralty and 
the American Company and not between the 
Admiralty and Vickers, is a letter from Mr. Rice 
to the Secretary of the Admiralty, dated 18th 
October, 1900, a copy of which is attached. 

It is a short letter, and I will read it. 

The Secretary of the Admiralty, 

Whitehall, 

London, S.W.l. 

18th October, 1900. 

Sir, 

Be Holland Sub-Marine Torpedo Boat. 

Referring to the interview I had the honour of 
having with the Controller of the Navy on the 
16th instant, when I requested permission to 
arrange for constructing the five Boats referred 
to in your favour of the 13th instant at the 
works of Messrs. Vickers Sons & Maxim, Ltd., 
and which permission you were good enough to 
give me, I have now to inform you that I have 
made all the necessary arrangements with this 
firm, and have authorised them to negotiate with 
you in regard to all details in connection with 
this business. 

I have, furthermore, handed them your letter 
of the 13th instant for the purpose of replying to 
your various queries contained therein. 

I have the honour to be. 

Sir, 

Your obedient Servant, 

(Signed) Isaac L. Rice, 

President of the Holland 
Torpedo Boat Company. 

I have not the letter of the 13th October from the 
Admiralty to Mr. Rice. I am sorry. Sir, but I can- 
not find a copy anywhere (reading). 

(2) During the Inquiry in Washington, Mr. 
Carse, the present president of the Electric Boat 
Company, who, perhaps, does not know the old 
history of the agreement between the Electric 
Boat Company and Vickers, is reported to have 
stated that “ He believed the British Government 
had no knowledge of the agreements between 


Vickers-Armstrongs and the Electric Boat Com- 
pany, but the Electric Boat Company had advised 
the United States Navy Department of them.” 
This evidence is incorrect. Paragraphs 7 and 11 
of Admiralty letter to Vickers of the 13th 
December, 1900, prove that the Admiralty had full 
knowledge of the agreement between Vickers and 
the Electric Boat Company. In this letter the 
Admiralty offer Vickers the contract for the first 
five Holland submarines. In Vickers’ letter to 
the Admiralty dated 27th October, 1900, they refer 
to their “ rights of design, patents, etc., being 
respected during the terms the patents or any 
improvements thereon are in force,” and enclose 
a list of patents which are the property of the 
Holland Torpedo Boat Company. 

I have enclosed those letters in full.* There is 
nothing in them to hide, but they are very long and 
they are Admiralty documents. You have them 
before you. I will read them if you wish. 

2301. Chairman: What is the date? 

Sir Charles Craven : One is dated 27th October, 
1900. Would you like me to read that? 

2302. Chairman: Who is it from? 

Sir Charles Craven : It is from Vickers, Sons 
& Maxim, Limited, to the Admiralty. 

2303. Professor Gutteridge : It is headed “ Strictly 
confidential ” ? 

Sir Charles Craven : Yes. I have obtained 
permission from the Admiralty to use the document. 

2304. Chairman : You might read this one because it 
is an indication of the type of correspondence that 
was passing. 

Sir Charles Craven (reading ) : 

Strictly Confidential. 

The Secretary of the Admiralty, 

Admiralty, 

Whitehall, S.W. 

Oct. 27th, 1900. 

Sir, 

Your letter of the 13th instant addressed to 
Mr. Isaac L. Rice has been handed to us to deal 
with, we having entered into an agreement with 
the Holland Torpedo Boat Company of America, 
for the exclusive manufacturing rights of boats 
under their patents, together with any improve- 
ments which they may make from time to time. 

Furthermore, this agreement includes the manu- 
facture for Her Majesty’s Government of any 
boats required by them, and we have received 
from the Holland Torpedo Boat Company a 
guarantee that the conditions to be enumerated 
hereafter will be fulfilled by the boats supplied 
by us to Her Majesty’s Government, and will be 
in every respect similar to the best submarine 
boat which is now under manufacture for the 
United States of America. 

Our agreement also includes the service of an 
engineer who has had experience in the manufac- 
ture of boats in America, and also the use of a 
trained crew which will be at the service of the 
Admiralty for the purpose of instructing a British 
naval crew in the working and general operation 
of the boat under all circumstances of service. 

The actual time for the manufacture of these 
boats is rather difficult for us to compute, as the 
drawings of the boat have not yet reached us, 
but they should do so in the course of a few da 3 's, 
but from experience in America, we are led to 
believe that wo should have no difficulty in supply- 
ing the Government with the first boat about nine 
months after the signing of the contract. 

The subsequent four boats would follow very 
quickly after the first boat, but, from the inter- 

* See Appendix 19, p. 431- 
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view our Director, Lieut. Dawson, had at the 
Admiralty, we understand that it would he the 
wishes of the Admiralty first to thoroughly test 
the first boat before finally completing the remain- 
ing four. 

In regard to paragraph 2 of your letter, we, 
of course, shall make no objection to the trials 
taking place in an English port, as the boats, 
being built at Barrow, they can easily be sent 
round to any iiort you determine upon. 

Wo note that facilities will be given in Her 
Majesty’s Dockyards for carrying out at the 
Company’s expense any work that may be neces- 
sary, after the arrival of the boats in England. 
This point should not arise, in consequence of the 
boats being built in England, but as it will be 
necessary for the trained crew to remain at the 
port during the carrying out of the trials and for 
the purpose of instruction we are prepared to 
agree that the cost of their maintenance and ser- 
vices shall be met by the Admiralty paying the 
actual cost only. 

Wo think that this arrangement will be best 
suited to this particular case, as the services of the 
crew may be required for a .short or a very pro- 
longed period. 

In regard to the conditions which our Company 
are prepared to undertake that the boat shall 
fulfil at the official acceptance trials, we submit 
for your consideration the following: — 

230.5. Chairman: I do not think you need read the 
remainder.* 

8ir Charles Craven: No, it is purely historical. 

2306. Chairman: It deals with the specification of 
the vessels? 

Sir Charles Craven : Yes. 

2307. Chairman : Will you go back to your state- 
ment? 

SSr Charles Craven: (reading.) 

(3) According to the early correspondence 
between the Admiralty and Vickers the con- 
struction of Submarines for the Admiralty com- 
menced in the year 1900. By an Agreement of 
17th May, 1902, between the Admiralty and 
Vickers the Admiralty agreed to confine Sub- 
marine construction to Vickers for five years, 
provided that Vickers did not build, design or sell 
to any other Government any Submarine Boat of 
any kind whatever before 1st April, 1909. 

This Agreement of 17th May, 1902, was 
cancelled by a further Agreement dated 14th May, 
1906, which again tied Vickers to the Admiralty 
for five years from 1st April, 1906, and precluded 
. Vickers from foreign business for this five years and 
two years thereafter, except with the consent of 
tho Admiralty. In this Agreement, however, the 
Admiralty only bound themselves to give us one 
half of the Submarines ordered, but agreed not 
to invite other Firms to compete provided Vickers 
could give satisfaction regarding deliveries. 

(4) It will bo seen that the closest possible 
liaison existed between the Admiralty and Vickers 
in connection with the construction of the 
“ Holland ” type submarine for the British Navy 
up to 1911. About that time, the Admiralty de- 
sired to consider other foreign designs and Scotts 
of Greenock made an arrangement with the Fiat 
San Giorgio Company, and Armstrong Whitworths 
with Schneider. Two or three submarines were 
built under this Agreement. 

(•5) Much has been made of the f.act that profits 
are shared with the Electric Boat Company. To 
the best of my belief, the arrangement of profit 
sharing instead of payment of a fixed royalty in 
tho original agreement with the Electric Boat 
Company was due to the fact that Vickers were not 
prepared to put down the necessary capital for 
the equipment of special shojis and the provision 
of the necessary special jigs and tools for the pro- 
duction of a type of vessel the future of which was 

See Appendix 19, p. 431. 


in doubt. This capital expenditure was equally 
divided between the American Company and 
Vickers, and a division of profits reducing from 
two-thirds to the Electric Boat Company and one- 
third to Vickers down to 40 per cent, to the 
Electric Boat Company and 60 per cent, to 
Vickers was jirovided for in the agreements. A 
settlement of the Capital Account was made by 
a cash payment to the Electric Boat Company 
shortly after the Armistice, and the plant is now 
the property of Vickers-Armstrongs. 

(6) In the year 1924, when Submarine con- 
struction appeared to be reviving for the British 
Navy on a modest scale, I approached Sir 'Trevor 
Dawson and told him how hard we were going to 
be hit by the Electric Boat Company agreement 
in that we should have to pay a proportion of our 
profits to the Electric Boat Company, and other 
British firms who had acquired all information 
during the War would not have to do so. 1 
remember distinctly telling Sir Trevor Dawson that 
in my opinion the agreement should not be re- 
newed when it automatically expired in 1927. Sir 
Trevor did not agree with me entirely, because 
he felt that owing to our old associations with the 
Electric Boat Company wm should run a consider- 
able commercial risk if we suddenly cancelled our 
agreement. Sir Trevor arranged for a representa- 
tive to go to America and the result of the visit 
was a new agreement expiring on the 31st 
December, 1937. . . . 

2308. Chairman: Is the new agreement the one to 

which I referred? 

Sir Charles Craven : That is the one. 

2309. Chairman: Of 1924? 

Sir Charles Craven: Yes. (reading.) 

.... which provided for a royalty of 3 per 
cent, on British submarines built by us and a 
division of foreign business between the two com- 
panies. Much has been made of this carving up 
of the world into zones of operation, but it seems 
to me that the only reason for this arrangement 
was that the Electric Boat Company in the mean- 
time had agreements with certain foreign countries 
and had associations with others, and, therefore, 
in some cases they could not agi'ee to our intei- 
ference. In others, such as Peru, for which 
country they had been building submarines in 
America, they did not feel disposed to give us a 
licence to compete with them. 

(7) I wish to make it clear that in my opinion 
the “ Holland ” (U.S.A.) submarine was the first 
practicable submarine vessel produced in the 
world. I would go further and say that in 1914, 
when the American “H” boats were bought by 
the British Navy after assembly in IMontreal, the 
design of these small submarines, was then the best 
in the world. 

(8) Particular reference has been made to cer- 
tain letters of mine to Mr. Carse, the president 
of the Electric Boat Company, and Mr. Spear, a 
vice-president, who really carries out the diities of 
managing director. I should like to make it clear 
that I have known Mr. Spear intimately ever 
.since 1 joined Vickers in 1912, and this accounts 
for the fact that my letters to him arc written 
in a very free and friendly way. Naturally, had 
I known that such letters would be published, the 
wording would have been different, but there is 
nothing in the letters which will not bear close 
investigation, and practically every letter in my 
file was written with one object only and that was 
to impress on the Electric Boat Company the vital 
necessity of their reducing the 3 per cent, 
royalty paid on British submarines, in order that 
I could more satisfactorily compete with the 
British war-time builders, who had no such royalty 
to pay. 'The success of the efforts, which I have 
made in this direction, is evident when it is appre- 
ciated that in no case since the signature of the 

3 I 
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new agreement has royalty in accordance with the 
agreed scale been paid on British suhmai-ines, but 
always some mutuallj' agreed amount considerably 
less, thus enabling us to reduce the price quoted 
to the Admiralty. 

(9) I am confident that at Barrow we can build 
submarines more cheaply, more quickly and more 
efficiently than any other builder in the country, 
and possibly in the world, but in order to place 
ourselves in this position we have spent very large 
sums of money since the War in equipping our- 
selves for this very special and difficult form of 
construction. 

(10) During the periods of the agreements with 
the Electric Boat Company the closest possible 
relationship has existed between the two com- 
panies for the obvious reason that we wished to 
obtain all technical information from the Electric 
Boat Company. In no case has any secret in- 
formation been divulged by Vickers to the Electric 
Boat Company, or vice versa. 

Note. — It is of particular interest to note that 
for 13 years Vickers were precluded from building 
submarines for foreign navies. 

2310. Chairman: This agreement apparently deals 
with what you call in your statement the Holland 
submarine ? 

Sir Charles Craven: Yes, that was the type; 
but the Holland Company became the Electric Boat 
Company. 

2311. Chairman : Was that particular type of sub- 
marine protected by patent, or was it merely that 
they had the drawings 

Sir Charles Craven: No, Sir. At that time 
when they started they had had their vital master 
patents. 

2312. Chairman: It was protected by patent? 

Sir Charles Craven: Yes, very firmly in all 
countries of the world. 

2313. Chairman: Then the effect would be that un- 
less you made some agreement with them it would 
not be possible to build that type of submarine? 

Sir Charles Craven : No. 

2314. Chairman : When you say “ no ” you mean 
“ yes ”? 

Sir Charles Craven : Yes. Similar arrange- 
ments were made with other foreign countries. For 
instance Dutch firms to-day are building under 
licence. 

2315. Chairman ; A great deal of correspondence 
passed between you and the officials of the Electric 
Boat Company. I do not want to trace it all 
through, but did the hulk of that correspondence 
have reference to this agreement and the terms of 
working under this agreement, or were there other 
matters referred to in the correspondence? 

Sir Charles Craven: I do not think there was 
anything that I can remember that did not refer to 
the working of this agreement; but, as I say, it was 
done in a personal way. 

2316. Chairman : I am not referring to the terms 
that you used or the language that you used, but 
to the subject-matter of the documents. 

Sir Charles Craven : 1 cannot remember any- 
thing else. 

231/. Sir Philip Gibhs : I think we may be able to 
refresh your memory a little. Sir Charles. 

Sir Charles Craven: Be it so. I cannot think 
of anything. 

2318. Chairman: I want to refer to certain of the 
letters in the same Part at page 332. There is a 
letter dated 30th July, 1932: — 

II. It. Carse, Esq., 

The Electric Boat Company, 

40, Wall Street, New York. 

My Bear Mr. Carse, 

Very many thanks for yov/r telegram which, 
being decoded, reads as follows: 

“ Bef erring to your telegram of the 25th and to 
your letter of the 18th ultimo, the directors will 


accept £10,000 settlement of ‘ Thames ’, ‘ Porpoise ’ 
‘ S ’ engines, also agree to £7,500 ‘ Thames ', 
£3,000 ‘ S ’ boat your tendcr(s). Stop. We ca 7 i- 
not now decide about possible business next 
March.” 

First may I suggest that even in code it is better 
nut to mientio7i any names of ships, as 1 am rather 
afraid that such telegrams might get into the hands 
of our clients. 

To whom were you referring as “ our clients ”; do 
you remember? 

Sir Charles Craven : I suppose it must have 
been the Admiralty. I cannot see much point in it. 
I was writing to an American trying to stop him 
sending telegrams and letters mentioning His 
^Majesty’s ships. It is never done by anybody — not 
by telegram at any rate — and I think I was trying 
to emphasise the desirability of his not doing so. 
That is all. But it is quite possible — it was certainly 
published by the Admiralty months before this — 
that that ship might not then have been christened. 
I cannot say. 

2319. Chairman: Mr. Arnold-Forster suggests that 
inquiry should bo made as to whether royalties paid 
by Vickers to the Electric Boat Co. were disclosed 
to the British Admiralty. It is quite clear from your 
correspondence that the agreement was disclosed to 
the Admiralty, but were the terms of it disclosed 
to them indicating that these royalties were payable, 
or paid? 

Sir Charles Craven : I cannot tell you. I do 
not know. As to whether they saw the agreement — 
I do not think they would see the agreement. 

2320. Chairman : But they knew it existed ? 

Sir Charles Craven : They must have known it 
existed. 

2321. Professor Gutteridge : They must have known 
that you would be paying royalties ? 

Sir Charles Craven: Yes. I want to make 
it clear there was no collaboration at the time with 
regard to the price of these vessels. We were in 
strict competition with the builders and any royalties 
were paid out of our pocket. 

2322. Chairman : But they knew there was an agree- 
ment and they knew it was an agreement enabling 
you to do so? 

Sir Charles Craven : Yes. 

2323. Chairman : Therefore, they knew you must 

have been paying patent royalties. 

Sir Charles Craven : I do not know whether 
they knew in regard to the 1924 agreement, the 
terms being a flat rate 

2324. Professor Gutteridge : It would not affect 

them ? 

Sir Charles Craven : I do not think so. 

2325. Bame llachel Croivdij : But you did say in that 
letter that “ it would be awkward if our clients 
asked me about it”? 

Sir Charles Craven : I know. I do not know 
why I told them that, unless I was trying to impress 
upon people in America not to write silly letters. 

2326. Professor Gutteridge : I suppose the Admiralty 
would not agree to have a telegram sent cn clair? 

Sir Charles Craven : I think they would dislike 
it very much. 

2327. Chairman ; In the same Part, page 195, there 
is a letter which has been referred to a great deal, 
with reference to your trying to ginger up the 
Chileans to take three more boats. I think you 
explained that to us yesterday. That is Exhibit 124. 

Sir Charles Craven : There were six and a 
depot ship and we built three and a depot ship. 

I think actually it was the depot ship they were 
short of cash for. There were two separate con- 
tracts. We built the depot ship and three and the 
original scheme was for a depot ship and six. 

Mr. Yapp: It is true that we built only three 
submarines out of their original programme of six. 

2328. Chairman : At page 431 there is a letter. 

Exhibit 162? 
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Sir Charles Craven : Referring to a Portuguese 
tender? 

2329. Chairman: Yes. Mr. Arnold-Forster in his 

evidence suggests that tlie reference to arrangements 
with Haivthorn Leslie’s and Thornycroft’s calls for 
explanation. What does that refer to? Does it 
mean a standing arrangement or a special agree- 
ment? 

Sir Charles Craven : It was a special arrange- 
ment. It was quite a large naval programme for a 
country of the size of Portugal, including suh- 
marihes, and at that time an aircraft carrier, 
destroyers, sloops and so on. Some of these were 
to he built in Portugal and some abroad. At that 
time when the inquiry was issued they wanted 
rather long-dated payments. Portugual was not 
then in quite the same wonderful position that she 
is to-day, so we formed a team of what we thought 
were the three strongest British firms at that time 
and we tendered competitively for certain products 
in which we specialised. Thornycroft’s tendered for 
destroyers and Hawthorn Leslie’s for sloops. It 
was not quite a joint tender, we were three 
separate firms, but we were a team. We were in 
competition not only with the continent but with 
other British firms. 

2330. Professor (lutteridge : Were Y’’arrow’s in? 

Sir Charles Craven: Yarrow’s, unfortunately, 

got the contract for the destroyers. Our team 
partly failed, but we got the armament, submarines 
and sloops. May I supplement that by saying that 
when we are in competition with a country like 
Italy our one firm is in competition with the whole 
of the Italian shipbuilding industry? This was a 
miniature attempt to bring the most efficient group 
together to try and knock out the foreigner. 

2331. Professor Gutteridge : I suppose in the case 
of a country like Portugal there is a certain advan- 
tage in having their warships built by a British 
firm, in a friendly country. 

Sir Charles Craven: You mean from the 

national point of view? 

2332. Professor Gutteridge : From the national 

point of view. 

Sir Charles Craven : I think there is every 
advantage. 

2333. Chairman: 'rhe last reference in this docu- 
ment — Exhibit 84 (Part I, page 375)* — deals with 
the export of arms to Peru in 1934. It is in regard 
to 1,200 rounds of 3-inoh ammunition for 50,000 
dollars shipped to Pai-a. 

Sir Charles Craven : I will ask Mr. Yapp to 
deal with that if he does not mind. 

2334. Chairman: What is suggested in referenee to 
this licensing question is that you should be asked 
under what licence that shipment was made. 

Mr. Yapp: The ordinary Board of Trade 

export licence. 

2335. Chairman: Was that the open one? 

Mr. Yapp: No, a special application was 

made disclosing fully the material to bo shipped and 
a licence was granted. 

2336. Chairman: Did the licence indicate what the 
article was? 

Mr. Yapp: Yes. 

2337. Dame Itachel Crowdy: To where were you 

licensed to ship? It ivould appear that when there 
was tension between Peru and Colombia, Vickers 
supplied 1,200 rounds of 3-inch ammunition for 
50,000 dollars. It was shipped to Para in Brazil, 
then from Para to the West Indies, and from the 
West Indies handed over to a Peruvian ship. It 
was part of a contract by which the Electric Boat 
Company was delivering two gunboats to Peru. I 
should be extremely interested to know to where 
the licence was issued. 


* See also oral evidence before U.S. Senate Com- 
mittee, Part I, pp, 166-7. 


Mr. Yapp : The original export licence stated 
the ultimate destination as being Peru via a South 
American port. There were changes in the place 
of delivery before the stuff was shipped. The 
material was finally shipped to Kingston, 
addressed to the captain of a Peruvian vessel, after 
the Foreign Office, at our request, had obtained 
through the Colonial Office permission from the 
Government of Jamaica for trans-shipment. 

2338. Professor Gutteridge : As a matter of fact, 
I suppose it was finally destined for Iquitos? 

Mr. Yapp : Yes. 

2339. Professor Gutteridge : And then they changed 
their minds. 

Mr. Yapp : Yes. 

2340. Professor Gutteridge : The fighting was on the 
upper reaches of the Amazon. 

Mr. Yapp : The instructions for shipment .we 
got from the Electric Boat Company. 

2341. Professor Gutteridge : To send them up the 
Amazon ? 

Mr. Yapp : Yes. That is what happened and 
the final method of delivery was made quite clear 
to the British Government, who knew all about it. 

2342. Dame Bachel Crowdy: They knew about this 
method of trans-shipment? 

Air. Yapp : Yes. 

2343. Dame Bachel Croicdy : That is interesting to 
me, because it is similar to some of the illicit 
transactions in the opium traffic, where opium is 
shipped to one port and then trans-shipped to 
another. 

Air. Yapp : The material was finally handed 
over to a Peruvian vessel. 

2344. Chairman : I would like to ask a question 
about .ivhat we call in this country bribery. I do 
not know whether you have the report of our Pro- 
ceedings containing the evidence of Mr. Walton 
Newbold. I want to refer to page 142, Fifth Day. 

747. Dame Raehel Crowdy ; First of all 1 sliould 
like to go back to a question which the Chairman 
has just asked, to ask Air. Newbold if he would 
define to us what he considers comes under the 
heading of a bribe or bribery. 

Mr. Walton Newbold; I consider that that 
is a matter which varies with the standard of 
morality of the country in which business is being 
done and the standard of morality of the people 
doing business. I can conceive that business 
methods in the country of Buritania in South- 
Eastern Europe, which 1 visited some years ago 
in a semi-official capacity, are very much different, 
seeing that the editor of their chief economic 
paper followed me to the railicay station and fol- 
lowed me along the platform at the railway 
station, pointing out that it would not be pos- 
sible for us to get any contracts in Buritania 
unless we were prepared to grease the officials 
and the people placing the contracts. I should 
imagine, knowing the Vnited States pretty well 
at any rate, and having seen something of the 
conditions under which public works contracts 
were being given out in 1933, that they have a 
very much more liberal interpretation of what 
constitutes a fair business practice than would 
be accepted in a British court of law, let alone 
in leading Nonconformist circles in this country. 
Alore than that I would not like to say; and the 
question then arises as to how far a big employer 
of labour in this country is to forego export trade, 
or how far he is to forego his principles. After 
all, practically all commerce carried on outside of 
the few countries in North-Western and Central 
Europe is characterised by what would be called 
in this country grave irregularities, and I think 
we are face to face with this problem of how far 
we can retain our foreign markets if we are to 
resort to Christian or to legal pi-actices. I think 
it is impossible to define 
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748. Sir Philip Gibhs : Are you in favour of 

bribery? 

Mr. Walton Neivbold : No, of course I am 

not. 

749. Sir Philip Gibbs: You seem to suggest it. 

Mr. Walton Newbold : No, I do not. I merely 

try to face up to the facts of life. 

1 .want to know from your experience of your com- 
panies whether the condition of things which Mr. 
Walton Newbold there describes is general, in refer- 
ence to trading in those particular countries with 
regard to large contracts — not merely armaments 
contracts but industrial contracts. 

Sir Charles Craven : That is a difficult thing 
to answer, but I should say roughly that the further 
you get away from here the looser are the business 
morals. 

2345. Chairman : I want to know not only as a 
matter of morality but as a matter of law. In those 
countries to which Mr. Walton Newbold is allud- 
ing, is there a law corresponding to our law with 
reference to bribery, or is it looked upon as a matter 
of course against which there is no legislation? Do 
you know that? 

Sir Charles Craven : I could not tell you. Sir, 
but I do know this, that, when this American In- 
quiry started, a lot of countries had investigations 
as to whether the charges that had been put up 
against certain of their officials could be proven and 
they all decided they could not. I remember two 
or three of the South American countries did. I 
do not know the law. Sir. I know that it is very 
wide in this country. 

2346. Professor Gutteridge : Have you any doubt in 
your mind that a good deal of it goes on? 

Sir Charles Craven: It is only what I think; 
it is not what I know. I do not think that any 
goes on to create armaments. 

2347. Professor Gutteridge : As you have said, the 
further you get away from this part of the world, 
the more likeh’ you are to meet with it, broadly 
speaking. 

Sir Charles Craven : Yes. I do not think in 
the armament industry — about which I know more 
than I do of other industries — anything is done to 
create a demand for armaments. I think if it is 
done it is a question of one firm trying to get busi- 
ness away from another. 

2348. Dame liachel Crowdy : When you say that the 
further you get away from this country the looser 
are the morals in that connection, do you mean the 
looser the morals of the briber, or of the bribee? 
Because that is quite a different thing. 

Sir Charles Craven: I really do not know. I 
am thinking of the country you are living in. 

2349. Chairman : It is useless to be a briber unless 
the bribee accepts the bribe. 

Sir Charles Craven: The briber might be a 
native of that country. It is quite likely he would 
be. 

2350. Chairman : Do I understand that, whatever the 
facts may bo with regard to this particular matter, 
it is quite clear that if any of your agents do any- 
thing of this kind, they pay for it out of their 
commission ? 

Sir Charles Craven : Yes. 

2351. Chairman : There is nothing extra paid by your 
firm beyond commission. The agreement pro- 
vides that they are paid on commission and if they 
make any other payment they do so out of their 
commission. 

Sir Charles Craven : Yes. They do it out of 
the 3.4 per cent. That is the average selling ex- 
pense of the foreign armament business. 

2352. Professor Gutteridge : I suppose you issue no 
instructions one way or the other on such questions. 

Mr. Yajrp : No, we do not. 

Sir Charles Craven : The Commission may be 
interested to know that quite recently we were try- 
ing to get a very large foreign contract. A 


mysterious person said that he had very large in- 
fluence and that if we gave him x per cent, he 
could, through his influence get us a contract. 
Wo told him that we did not want anything to do 
with him — and we got the contract. I do not know 
whether that is bribery. He had nothing to do with 
it. He was a friend — so he said — of the buyers, 
but at any rate we did not do it, and we got the 
contract. 

2353. Professor Gutteridge : I think sometimes it is 
regarded as a remuneration for services rendered. 
That is to say, you go to somebody who is a friend 
of the Minister of Marine — generally a lady — and 
you make an appeal to her and pay her something 
to use her influence with the Minister of Marine in 
that country. That is the sort of thing that hap- 
pens. It is not quite the same thing as bribery. 

Sir Charles Craven : I accept your standard of 
morality. Sir. 

2354. Professor Gutteridge : These sorts of things 
are lumped together, and 1 think very often when 
people talk about bribery that is what they mean. 
There are people who, in the Italian language, are 
called “ Affaristi.” They are people who go round 
government offices using their influence. In the 
torpedo trade, I have been told, at one time there 
was a lot of that sort of thing went on. Now 1 
do not know whether I ought to put questions with 
regard to your alleged international ramifications to 
you or to someone else. Sir Charles. 

Sir Charles Craven: Due of us will answer, 

Sir. 

2355. Professor Gutteridge : It has been suggested, 
you know, that there is a kind of arrangement of 
interlocking directorates by which 3 'ou are in some 
way or other connected with Skoda and Schneider. 
In that connection two companies have been men- 
tioned — the Anglo-International Bank and the 
British and Allied Investment Corporation. Are 
j'ou interested in those two companies as a firm? 

Mr. Beid Young: In the Anglo-International 
Bank, as Sir Herbert Lawrence explained j’esterday, 
we did hold shares, and we still hold some shares 
in that company. Sir Herbert was chairman of the 
bank up to last year. But beyond having an invest- 
ment in the company it has no interest in our affairs 
and we have no interest in it in any shape or form. 
The company was formed out of a committee that 
was appointed, in 1920 I think, by the Board of 
Trade to recommend methods for assisting British 
manufacturers to do business on the continent after 
the War. It was, I think, formed in the nature 
of a finance company or a banking house of some 
kind and the Metropolitan Carriage Company, which 
we subsequently bought up, and Vickers took a 
certain interest in this proposal, as a result of which 
we acquired certain shares of the trade corporation. 

2356. Professor Gutteridge : You went into it with 
the knowledge of the British Government? 

Mr. Beid Young : It was on the recommendation 
of the British Government. That company got into 
difficulties, and about 1926 it was amalgamated with 
a company called the Anglo-Austrian Bank, which 
was a company of the same nature, for assisting 
British manufacturers to do foreign business. That 
was amalgamated into the Anglo-International Bank. 
We still hold some shares in that company, but, as 
I say, it takes no interest in our affairs. 

2357. Professor Gutteridge : What about the British 
and Allied Investment Corporation? Is that a 
similar concern? 

Mr. Beid Young : No. That was an English 
finance house, of which Mr. Carter was a director. 
He came into touch with us when we started to 
take an interest in the Darlington Forge. He was 
a director of the Darlington Forge at that time. 
He acted as an intermediary with regard to the 
purchase of the shares of the Darlington Forge by 
Vickers and he remained on the board of the Dar- 
lington Forge for some six months afterwards. 
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Eventually, when we got complete control of the 
Darlington Forge, Mr. Carter resigned from the 
board. Beyond that he had no connection with 
Vickers in any shape or form. 

Sir Charles Craven : He was the representa- 
tive of Skoda in England. 

2358. Professor Gutteridge : I am not sure that that 
is not where the sting, if there be a sting, lies. It 
has been suggested that Skoda were interested in 
the British and Allied Investment Corporation. 

Mr. lleid Young : Mr. Carter was the repre- 
sentative in England of Skoda. 

2359. Professor Gkitteridge : So to that extent he did 
put you in touch possibly with Skoda ? 

Mr. Beid Young : Ho did not in fact. 

2360. Professor Gutteridge : It is also alleged that 
you got in touch with Schneiders through the other 
company? 

Mr. Beid Young: The Polish company? 

2361. iVo/essor Gutteridge: Yes. Were Schneiders 
shareholders in that company? 

Mr. Beid Young : Y^es, at the invitation of the 
Polish Government — Schneiders and Vickers. 

2362. Professor Gutteridge: How did the Poli.sh 

Government come into touch with them? 

Mr. Beid Young : The Polish Government after 
the War decided to set up an arsenal or establish- 
ment for the manufacture of munitions and they 
asked Schneiders and Vickers to advise. 

2363. Professor Gutteridge : Somebody yesterday 

told me — I think it was Sir Herbert — that there 
never was any -n'orking arrangement either with 
Skoda or Schneider or any German firm. I just 
want to ask you a question about your submarine 
business. I notice somewhere or other reference is 
made to one of your catalogues or trade lists. This 
is in the Union of Democratic Control’s evidence, 
page 141, second column. Perhaps you would turn 
that up and then you will have the entry in front 
of you. There is an extract given there from one 
of your lists in which you state that you are 

in the unique position of possessing the world 
patent rights of all the useful modei'n develop- 
ments in connection unth submarines, mines, depth 
charges, and paravanes. 

Sir Charles Craven: “Submarine mines,” not 
“ submarines.” 

2364. Professor Gutteridge : “ Submarine mines ” 

is it.^ 

Sir Charles Craven : I imagine so. It is not 
true with regard to submarines. I have not the 
advertisement. 

2365. Professor Gutteridge : It may be my transcript 
that is wrong. 

Sir Charles Craven : I think this is either a 
misprint of the evidence or the evidence was untrue. 

2366. Professor Gutteridge : Then the print here is 
wrong, is it? 

Sir Charles Craven : Either the print is wrong 
or the evidence is wrong. 

Mr. Yapp: They put a comma after “sub- 
marines.” It should be “ submarine mines.” 

2367. Professor Gutteridge : You can easily verify 
that. 

Sir Charles Craven : Yes, from one of our 

advertisements. It is definitely incorrect. 

2368. Professor Gutteridge : I do not know that that 
necessarily excludes my question, because if that is 
so, if you hold the master patents for a lot of these 
things, they can only be manufactured abroad with 
your consent. The Germans could not make any 
paravanes without coming to some arrangement with 
.vou. 

Mr. Yapp: Not unless they infringed our 

patents. 

2369. Professor Gutteridge : As regards mines, does 
it necessarily follow that if a submarine mine is 
made, or depth charges are manufactured, your 
patents come into the matter? 


Sir Charles Craven : We think ours are very 
very good. Sir. There are other iiatents, of course. 

2370. Professor Gutteridge : Are there any agree- 
ments relating to submarine mines and depth charges 
with any other firms? 

Sir Charles Craven : In France we have a 
licensee, and in Holland, and in Spain — our Spanish 
company, of course. They are all returned to you 
in the return which we have made. 

2371. Professor Gutteridge : iWe shall find them in 
that appendix? 

Sir Charles Craven : Yes, quite so. It is 
Appendix No. 7,* I think. 

2372. Professor Gutteridge : Now I want to pass on 
to something else. One of the suggestions that is 
made against you is that you and other firms from 
time to time put your heads together in order to 
liut up the price against our own Government. I 
think your answer to that is No, definitely, and I 
think you have explained to us why that is impos- 
sible. That is so, is it not? I do not want you to 
go over the points which you have already dealt 
with. 

Sir Charles Craven : I am not saying there is 
no collaboration between the firms who are tendering 
to the Government. 

2373. Professor Gutteridge : But is there a deli- 

berate conspiracy to put up the prices? That is 
Avhat is alleged against you. You have the evidence 
before you. 

Sir Charles Craven: “Ganging up” I think 
is the expression. Sir. 

2374. Professor Gutteridge : Let us look at page 330 
in the first volume of the American report. Have 
you that before you? 

Sir Charles Craven : Yes, Sir. 

2375. Professor Gutteridge : That is one of the letters 
which has been used against you. It is a letter of 
the 7th October, 1927 — Exhibit No. 18. • 

2376. Professor Gutteridge : There are several ques- 
tions which arise out of that letter. 1 do not know 
whether it is worth while reading the letter. 

Sir Charles Craven : This is a letter which I 
referred to yesterday, -which was quoted in my letter 
to the First Lord of the Admiralty. It was pub- 
lished this morning, I think. 

2377. Professor Gutteridge : You explained yesterday, 
I think, the question of the three boats, and I under- 
stood you to say that just at that moment you were 
thinking of amalgamating with Armstrongs? 

Sir Charles Graven : Yes. 

2378. Professor Gutteridge : And it would have been 
very awkward if there had been a rival tender and 
therefore you got Armstrongs to put in a dummy 
tender, if I might call it so. 

Sir Charles Craven : It was not quite that. 
There were six boats to be built, and I put in a 
price for Armstrongs higher than the one for 
Barrow. There were six boats to be built, and I did 
not want them to be built at Newcastle, because we 
knew we could build them cheaper at Barrow ; but 
the difference in cost between the twm ordinary esti- 
mators was very large — I mean the ordinary 
independent estimators. 

2379. Professor Gutteridge: What do you mean by 
the independent estimators? 

Sir Charles Craven : The estimators of Vickers 
and of Armstrong-Whitworths. I had not at that 
time taken over the joint managing directorship, and 
the difference was £40,000, or sometiiing of that 
sort. 

2380. Professor Gutteridge : You were, in fact, the 
only people in it? 

Sir Charles Craven : Oh, no. Sir. There were 
other firms. 

2381. Professor Gutteridge: Perhaps we might have 
that later on. 

Sir Charles Craven : There was a difference of 
13 per cent, in their estimated cost of production 
at Newcastle, and Barrow’s estimated cost. 

* Not printed. 


o90 ROYAL COMMISSION ON THE PRIVATE MANUFACTURE OF AND TRADING IN ARMS 


9 January, 1936.] Commander Sir Chaules AV. Craven, O.B.E., R.N., IContinued 

Mr. F. C. Yapp, Mr. J. Reid Young, C.A., Sir Robert McLean and Mr. A. Dunb^ui. 


2382. Professor Gutteridge : You mean you could 
build 13 per cent, cheaper at Barrow? 

Sir Charles Craven ; Yes, and now that we hai^e 
combined the two firms we do build them all at 
Barrow. 

2383. Professor Gutteridge : This letter has also been 
taken as suggesting that there was leakage from the 
Admiralty which reached you in an unauthorised 
manner. You will notice it at the end of the first 
paragraph. It says: I have had a word with the 
Director of Contracts at the Admiralty, ivho is a 
friend of mine, and who would like this. He, I 
know, tried to get us the order for all five sub- 
marines last year' and then in the last paragraph 
but one you saj' : I have not yet procured a definite 
list of the firms who have been asked to tender this 
time, but I am told the same lot are in and it is 
suggested that you had some roundabout way, as I 
understand it, of getting information from the 
Admiralty. 

Sir Charles Craven : As to who was tendering. 

Sir? 

2384. Professor Gutteridge : Yes. 

Sir Charles Craven : But anybody can find out 
about that. 

2385. Professor Gutteridge : There is no secrecy about 
that at all? 

Sir Charles Craven : No. 

2386. Professor Gutteridge : I suppose the detail is 
secret ? 

Sir Charles Craven: The tender goes in to the 
Admiralty in a sealed envelope, and we all think that 
is absolutely watertight. 

2387. Professor Gutteridge : But would you go to 
the Admiralty and ask for the information ? 

Sir Charles Craven: I should have no com- 
punction in going to the Admiralty and asking if 
so and so was tendering. I was not concerned with 
it at this time, but I should have now no com- 
punction in going to the Director of Contracts, 
or to the people concerned at the Admiralty. 

2388. Professor Gutteridge : It was not merely be- 
cause you were persona grata at the Admiralty? I 
think that was the suggestion? 

Sir Charles Craven : Not at all. But the other 
point I think is more serious, about the Director of 
Contracts. He is a head of a department. He does 
not place orders, hut he writes a letter which is 
signed by him, and the Committee places the order. 
The only reason why he wanted 'us to do it was that 
it was a saving to the Crown by doing it that way. 

2389. Professor Gutteridge : It was cheaper that 
way? 

Sir Charles Craven: Yes; he could have got 
them cheaper that way. 

2390. Professor Gutteridge : Then on the next page 
in the letter of 30th November, 1927 (Exhibit No. 19), 
you speak of being in a po.sition of looking after 
Armstrongs and keeping them out of the picture? 

Sir Charles Craven : There I am referring to 
the amalgamation. 

2391. Professor Gutteridge: That is the amalgama- 
tion, and I do not think we need pursue that. 

Now may I turn to another letter on page 406, 
which has also been stated to affect you. It is 
Exhibit No. 125, and in the last paragraph you say ; 
By skilful manoeuvring we have managed to get 
some of our competitors’ prices in the Chilean com- 
petition put up, and so may have prevented a real 
price-cutting war which would have resulted in our 
taking the boats at a loss. That, of course, refers 
to competition abroad in a foreign country? 

Sir Charles Craven : Yes, these were the sub- 
marines for Chile. The first three were delivered. 

2392. Professor Gutteridge : But who would be your 
competitors in this particular case? 

Sir Charles Craven : Cammell Lairds of Birken- 
head would be the firm. There is a very simple 
explanation oif it. 

2393. Professor Gutteridge : Then perhaps you will 
give it to us, will you? 


Sir Charles Craven: Our agents cabled to us 
and told us that Cammell Lairds had quoted a 
price for the eubmarines which was ridiculously 
low. They had not built this particular tyiie of 
submarine, and in view of the position, I went to 
the then managing director of my company — Sir 
Trevor Dawson — and explained the circumstances. 
As a result we went together to the chairman of 
Cammell Lairds and told him that we had been 
informed they had put in a price which we, in our 
exiperience, having already built this type, knew to 
be much below what they would cost. He informed 
us that they had quoted this price because their 
agent informed them that our tender was round 
about the same figure, and they (Cammell Lairds) 
thought that if that price was good enough for us, 
it was good enough for them. The price cabled to 
them by their agent was about £50,000 below our 
price. 

2394. Professor Gutteridge: You mean you saved him 
from making a very bad mistake? 

Sir Charles Craven : Yes. He withdrew his 
tender immediately. 

2395. Professor Gutteridge : Then you go on to say 
something else in the same connection? 

Sir Charles Craven: Is that in the same letter? 

2396. Professor Gutteridge : No. That is about the 
British tenders. That is simply about the 
geographical spread of work. 

Sir Charles Craven : It was comparable then 
with the position as it is to-day in the shipbuilding 
industry. It was even worse then, but I do not 
think it matters to our case. If I put in a tender 
for a whole ffotilla of submarines to be delivered, 
it would not make any difference although I think 
you will remember that in the First Lord’s letter 
prices were the first consideration, and we have to 
take that into calculation. 

2397. Professor Gutteridge: In one of these letters — 

I do not think you say it, but somebody else says 
that the result of friendly competition would give 
compensation to the loser? 

Sir Charles Craven : Yes, I think that is said 
somewhere. 

2398. Professor Gutteridge : I do not know where it 
came from, but the phrase stuck in my memory — 

“ friendly competition with compensation to the 
loser ”. What is the idea of that? 

Sir Charles Craven : The loser wotdd get some- 
thing for all the trouble he had taken in preparing 
estimates and tenders, and so on. 

2.399. Professor Gutteridge : Is that genuine com- 
petition, or not? 

Sir Charles Craven : It might be, or it might 
not; but it is quite possible that two firms would 
send their commercial and technical experts to a 
foreign country to provide for, say, a submarine. 

2400. Mr. Spender : Who would the loser receive 

compensation from ? 

Sir Charles Craven : From the winner, if he got 
it. Sir — if he got it. 

2401. Professor Gutteridge: I find it a little difficult 
to appreciate how it can bo genuine competition. 1 
think you told me it was? 

Sir Charles Craven : I say it might be, but it 
might not be. 

2402. Professor Gutteridge : How could it ever be 
genuine competition? 

Sir Charles Craven : If I were tendering for a 
vessel, and were to put in £1,000 to cover tendering 
expenses 

2403. Professor Gutteridge : You will never persuade 
me, as long as I live, that that is genuine com- 
petition'. 

Sir Charles Craven : It is genuine competition 
with each other. 

2404. Professor Gutteridge : Well, I do not know in 
what sense you use the word “ competition ”. 

Dame Bachel Growdy : Arranged competition? 

Sir Charles Craven : No, we should not know 
each other’s prices. You would not see my tender, 
but if I got an order I might pay you such a sum 
of money as would recompense you for the expense 
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you had undertaken in sending out people to make 
the tender and the estimate. 

2405. Chairman : It is like a boxing match ; there 
is a purse for the loser? 

Sir Charles Craven: No. It is a matter of 
business; it is not a matter of courtesy. 

2406. Frofessor Gutteridge : It is quite news to me 
that business men competing with one another are 
so good to each other. 

Sir Charles Craven : After all, this is not one 
of my letters. 

2407. Frofessor Gutteridge : No, that is quite true, 
and therefore I will not pursue it. If you will look 
at page 399, Exhibit 115, there is a letter written 
by Mr. Spear the vice-president of the Electric Boat 
Company, to Mr. Carse, and he speaks of a Com- 
niander Aubry who, I think, was a Peruvian officer? 

Sir Charles Craven: Yes. 

2408. Frofessor Gutteridge : And right at the 

beginning of the letter it says that this gentleman 
is planning to sail for Buenos Aires, and then Mr. 
Spear goes on to say : B e ivant him to stay in the 
Argentine long enough to give us full reports and 
to receive and carry out instructions from us. I 
hare advised him in a general way that it may he 
our policy to support the bid of our English friends 
in the .Argentine and that we may also decide to 
have a friendly controlled hid put in from Italy. Is 
that a similar sort of arrangement? 

Sir Charles Craven: I could not really say. 
That is from a member of the staff of a foreign 
company to his boss. 

2409. Professor Gutteridge : But who are the 

English friends? 

Sir Charles Craven : We should be his English 
friends. We are the English people entitled to 
speak for him. 

2410. Frofessor Gutteridge: Can you remember that 
episode at all, or can jMr. Yapp? 

Mr. Yai>p : I cannot remember it. 

Sir Charles Craven : The submarine was built 
in Italy; that is all I can remember. 

2411. Frofessor Gutteridge: Did you not get the 
order ? 

Sir Charles Craven: No, I do not think we 
were allowed to tender. It is one of the Electric 
Boat Company’s countries. We had not the local 
rights in the Argentine. 

2412. Professor Gutteridge : I come to a more 

serious matter now, and I do not think you have 
been asked about this. It is on page 406, Exhibit 
No. 126, where you speak of the appointment of a 
gentleman called Percy Addison as director of dock- 
yards, and you use these words in writing to Mr. 
Spear : I wonder whether you have heard that ow 
old friend Percy Addison is now the director of dock- 
yards. I helped him all I could to get the job, and 
I think he will be an ideal fellow for it. It means 
his retirement, but it also means his having a per- 
manent job for about ten years if he behaves him- 
self, — ^I do not know if that moans if he behaves him- 
self vi.s-a-vis the Admiralty, does it? 

Sir Charles Craven: Yes. 

2413. Professor Gutteridge: and as he has no 

private means worth talking about, you ivill 
appreciate what this means to him. I have sug- 
gested to him that you and I, and he and Johns 
(^vho is anxious to meet you), should have a party 
and thoroughly wet the appointment. Now, that 
letter has been used to suggest that there was some 
sinister arrangement between you. 

Sir Charles Craven : Well, Sir, as regards the 
director of dockyards, I hope you will ask the 
government witnesses about this. 

2414. Professor Gutteridge : But perhaps you had 
better give us your own version about it. 

Sir Charles Craven : The director of dockyards 
does not buy a pennyworth from Vickers, or any- 
body connected with us, as far as I know. I was 
in submarines with Admiral Sir Percy Addison 


in 1905, and we served together in the War, and 
he has been one of my greatest personal friends ever 
since ; and when this job was going to be offered to 
him 1 gave him every commercial help that I could 
to qualify him to take over what is, in effect, a very 
big managing director’s job. 

2415. Frofessor Gutteridge : You mean you heliied 
him to acquire the necessary technical knowledge? 

Sir Charles Craven : Yes. He came to me and 
stayed with me in Barrow, and I did what I could 
to help him. 

2416. Professor Gutteridge : You gave him a kind of 
training? 

Sir Charles Craven : Yes, a sort of general 
idea of administration, which does not ordinarily 
come in the way of an admiral, to enable him to run 
a concern like his. He may be employing nearly 
40,000 men to-day. But as regards buying from me, 
the director of dockyards cannot buy anjdhing. 

2417. Professor Gutteridge : Was it because he was 
a friend of both of you? 

Sir Charles Craven : Yes. He and Spear went 
out in a submarine together in 1907, for diving 
exercises, he being an inspector for the Admiralty. 
But to suggest that there were any improper re- 
lations between me and Addison — well, anybody has 
got a very dirty mind who makes that suggestion. 

2418. Chairman : The director cannot buy, but from 
a business point of view it is just as well to be 
friendly ? 

Sir Charles Craven : Yes, and from time to 
time we help each other now. When I started one 
of the modern cruisers, wdiich have a great deal of 
welding in them, we had a great deal of consultation 
on it, and I am sure it is as much in the interests 
of the country as it is to my company. 

2419. Professor Gutteridge : I quite agree. You 
have huilt some very big steamers at Barrow? 

Sir Charles Craven : Yes. 

2420. Professor Gutteridge : Some of the Orient 

liners were built there? 

Sir Charles Craven : Five out of the six. 

2421. Professor Gutteridge : May I ask a question 
arising out of that, or ought it to be addressed to 
•somebody else? It was suggested by Mr. Noel Baker 
in the course of his evidence that when a man 
becomes an armament worker he is an armament 
worker and nothing else, and therefore if a firm 
which employs him stops making armaments, that 
man loses his job; he is no use for commercial work. 
Is that so? 

Sir Charles Craven : Absolute rubbish. 

2422. Professor Gutteridge : You mean you can turn 
a worker of that kind on to ordinary commercial 
work ? 

Sir Charles Craven : Yes, of a high class. 

We did try to do it with all kinds of indus- 
tries after the War. It is possible to do it in the 
case of high class industries such as a passenger 
shiji, as against a cruiser. There there is complete 
interchange. 

2423. Professor Gutteridge : Could you tell me this. 
Do you keep a man working on armaments all the 
time, or do you shift him about between armaments 
and commercial work? 

Sir Charles Craven : Generally speaking, on 
the armament work, if iiossible on the same run 
of work we should have the same man, say on gun 
mountings, right through the piece, or in submarine 
engine construction. We should try to keeii them 
at it. But those are the very men whom we should 
not lose if things got had in their particular in- 
dustry. 

2424. Professor Gutteridge : I suppose the majority 
of your men enter as apprentices ? 

Sir Charles Craven : Yes. 

2425. Professor Gutteridge : And they are the sons 
of annament workers, are they not? 

Sir Charles Craven : They are the sons of our 
workers in many cases. In some of the Tyneside 
works I obviously could not say that that is always 
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so, because there are such a lot of other works on 
the river. 

2426. Professor Gutteridge : I think possibly Mr. 
Reid A'oung coidd tell me this. I should like to 
know exactly what you mean by a finance company. 
The Broadway Finance Company, one of the com- 
panies which you mention, is a case in point. 

Mr. Peid Young : The Broadway Finance 

Company was formed out of a company which was 
during the War a manufacturing company. We 
sold the business of that company after the War, 
but retained certain debts due to the company which 
had to be liquidated. We could not carry on the 
company under the name under which it was trading 
when it was manufacturing, so we took over certain 
of the assets of the manufacturing company and 
called it the Broadway Finance Company. 

2427. Professor Gutteridge : It was a kind of dust- 
bin for bad debts, really? 

Mr. Peid Young : Yes, and certain trans- 

actions such as the purchase of the Darlington shares 
were transacted through the Finance Company. 
242B. Professor Gutteridge : When you speak of a 
finance company, it is a company which does not 
manufacture ? 

Mr. Peid Young : Yes. We use the expression 
to mean a finance company as distinct from a manu- 
facturing company. 

2429. Chairman : I wanted to ask something arising 
out of what the Professor has asked, but which you 
did not answer. He asked you as to whether you 
were accused of conspiring to raise prices. 

Sir Charles Craven : Yes. 

2430. Chairman : And you seemed to have some little 
diflficulty in dealing with that matter, because I 
suppose the natural effect of all these associations 
that have been referred to — ^the object, partly, of 
the associations, and the effect of the associations — 
is in combination with other firms either to main- 
tain prices or to raise prices? 

Sir Charles Craven : Yes. 

2431. Chairman-. “Conspiracy” would not be the 
appropriate word with regard to that, but the 
avowed object of these associations is either to main- 
tain or to raise prices? 

Sir Charles Craven : Exactly what is happen- 
ing in the coal trade to-day. We are exactly the 
same. 

2432. Chairman : I only wanted you to explain the 
position. I saw you were in a difficulty in answering 
the question with regard to conspiracy. 

Sir Charles Craven : Yes. 

2433. Professor Gutteridge : I really ought not to 
have used the word “ conspiracy ”. I was really 
trying to convey in a picturesque way the sort of 
allegation that was being made against Sir Charles. 

2434. Sir Philip Gibbs : I wanted to ask you a few 
further questions about your methods in your foreign 
export trade. There has heen some laughter in court, 
quite justified, and some suggestions that ordinary 
business methods in certain foreign countries involve 
a certain amount of palm oil and bribery, and so 
on; and it seemed to be accepted both by you and 
by Mr. Reid Young and by Sir Herbert Lawrence 
that that was so. I think a distinction ought to 
be made on that point between the methods of 
ordinary commercial businesses and your own 
business, and I would like to ask you first of all 
whether jmu regard your particular business as a 
dangerous trade? 

Sir Charles Craven : No, not while properly 
managed by ourselves and properly controlled by our 
country. 

2435. Sir Philip Gibbs : You do not think, for in- 
stance, that your wares are any more dangerous 
or noxious than, we will say, boxes of chocolates, 
or sugar candy? 

Sir Charles Craven ■ Or novels, no. 

24.36. Sir Philip Gibbs : Well, we will say not more 
dangerous than pig iron that is to be turned into 
ploughs and harvesters. 


Sir Charles Craven : If the business is honestly 
managed, and properly managed, and properly con- 
trolled by the home country, no. 

2437. Sir Philip Gibbs: You do not think, for in- 
stance, that any of these fancy things which you 
export to these other countries are likely to be more 
dangerous than children’s Christmas crackers? 

Sir Charles Craven : Is that really a question 
that is intelligent, or requires an intelligent answer 
Sir? 

2438. Chairman : If you can answer it, you had 
better answer. 

Sir Charles Craven : I once nearly lost an eye 
with a Christmas cracker, and I have never lost 
one with a gun. 

2439. Sii^ Philip Gibbs: That seems to be rather re- 
assuring to the peoples of Europe ; but these ques- 
tions, which seem rather trivial, and which I have 
put in a light way, really go rather deep into the 
question which we have to consider; because I want 
to put it to you that the continual expansion of 
arms by j’our export trade abroad might have very 
unpleasant effects in the world. Do you agree with 
that at all ? 

Sir Charles Craven : I do not consider that by 
so exporting arms we are increasing the consumption 
of arms at all. 

2440. Sir Philip Gibbs: You do not? 

Sir Charles Craven: No. 

2441. Chairman : I think that has been generally 
agreed up to now. If you were to stop exporting 
arms, I think the evidence up to the present is 
that it would not diminish the supply. The demand 
would be supplied by somebody else? 

Sir Charles Craven : That is my opinion. 

2442. Sir Philip Gibbs : I should like to suggest in 
a friendly way that your own activities really have 
rather increased the potential weapons of slaughter 
in the wmrid. For instance, on page 194 of the 
American evidence, one of the American Commis- 
sioners appointed to inquire into this business of 
arms traffic, and so on, said that Sir Charles Craven 
was a pretty good trader, and Mr. Carse, who is 
a friend of yours, s<aid “ Oh yes.” Then Senator 
Clark said : “ He would not be holding that job 
with Vickers if he was not,” and Mr. Oar.sc said: 

“ Yes, that was his job.” I must say, in a most 
friendly way, reading all your correspondence as 
published by the American Committee, that it does 
seem that you were a pretty good trader . . . 

Sir Charles Craven: Thank you. Sir. 

2443. Sir Philip Gibbs : . . . and extremely active 
in selling the goods of your firm? 

Sir Charles Craven : Yes. 

2444. Chairman : Yes ; but I think that “ a pretty 

good trader ” has reference to this : it was the 

suggestion whether Sir Charles was not always try- 
ing to endeavour to reduce the amount of royalty 
he had to pay. I think it was in reference to 
that. 

Sir Charles Craven : Yes. But Sir Philip is 
trying to turn the word “ trader ” into “ sales- 
man.” It is not written “ salesman,” and when 
an American refers to a trader he means a business 
man. 

2445. Sir Philip Gibbs : Yes, that is so ; but I think 
your letters point to the fact that you were very 
keen, quite naturally and quite honourably, to sell 
your goods in other countries — as you say, to ginger 
up the demand. 

Sir Charles Craven : I did not say I wanted 
to ginger up the demand for goods in other coun- 
tries. 

2446. Sir Philip Gibbs : You wanted to ginger up 
the demand from Chile? 

Sir Charles Craven : I did not say anj'thing 
of the kind. I said I wanted to ginger up the 
Chileans to place their business with us, and it is 
a mutilation of my expression if you say that that 
is trying to increase the total armaments of the 
world. 
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2447. Sir Philip Gibbs : I think it would amount to 
the fact that you would have been disappointed if 
those extra three submarines had not been given to 
your firm? 

Sir Charles Craven : They have not been built. 

2448. Sir Philip Gibbs: They are not built? 

Sir Charles Craven: No. If they are built, we 
hope to get them. 

2449. Sir Philip Gibbs : I am not making any sug- 
gestion against you, but I am trying to develop the 
argument that this foreign trade is in dangerous 
goods, and therefore that your salesmen and agents 
abroad are not dealing with ordinary commercial 
goods. There is something rather special about it. 

Mr. Yapp : Obviously they are not dealing with 
ordinary commercial goods. They are dealing with 
armaments; there is no doubt about that. 

2450. Sir Philip Gibbs: Thank you very much. I 
want to deal with a few questions about the methods 
you have with your agents. In Sir Herbert 
Lawrence’s evidence yesterday he gave us, as a 
matter of fact, your standard contract. He begins 
by saying that no encouragement at all is given 
to your agents abroad to force orders. I understood 
from him that that was so. 

^[r. Yapp : Quite. 

2451. Sir Philip Gibbs: I am putting it to you, Sir 
Charles, because, after all, you are the managing 
director and chairman of Vickers-Arnrstrongs. 

Sir Charles Craven : I think yoir will notice 
in the opening letter from my company it says that 
Mr. Yapp is the director primarily dealing with 
agencies. 

2452. Sir Philip Gibbs: But you would deal with 
that matter? 

Sir Charles Craven: Jointly with Mr. Yapp. 

2453. Sir Philip Gibbs: But I want to ask you this 
question. Sir Charles, because it is a question of 
general policy, and I take it you accept responsibility 
for arrangements with your agerrts? 

Sir Charles Craven : As chairman of the com- 
pany, yes. 

2454. Sir Philip Gibbs : May I therefore direct my 
question to you ? 

Sir Charles Craven: I am sorry. Would you 
mind repeating it? 

2455. Sir Philip Gibbs : I am just going to read to 
you the facts. The first sentence of the ordinary 
contract you make with an agent is : “ To do your 
utmost to promote the sale of our products ” — “ io 
do your utmost.” There is no sinister suggestion 
in that, but it does seem, of course, from that first 
sentence in the contract, that they are urged on 
behalf of the firm to increase their sales? 

Mr. Yapp : This is the ordinary standard form 
of agreement that is issued to all Vickers’ agents, 
whether they are selling commercial goods or arma- 
ments. 

2456. Sir Philip Gibbs: Or armaments? 

Mr. Yapp : Yes. It is not peculiar to arma- 
ments, and it has not been taken out in the case 
of armament agency agreements. 

2457. Sir Philip Gibbs: But it includes armaments? 
Mr. Yapp : Yes, it includes armaments, and 

it does mean that they are directed to promote our 
business under our direction, ivhen a government 
has decided to iiurchase arms. There is no doubt 
about that; it is the agent’s job to endeavour to 
get the order. 

2458. Sir Philip Gibbs : I imagine you are very 

closely in touch with them ? 

Mr. Yapp: Yes. 

2459. Sir Philip Gibbs : And that you are in fre- 
quent correspondence with them, of course? 

Mr. Yapp: Yes. 

2460. Sir Philip Gibbs : Would you have any objec- 
tion to my seeing some of the files of your corre- 
spondence ? 

Mr. Yapp: I do not think so. I do not know 
■what files you particularly refer to. 


2461. Sir Philip Gibbs: Well, I should like to ask 
whether it is possible to see certain files, subject 
to the consent of the Chairman in asking this 
question. 

Chairman : If you can select a reasonable 

period, or an individual, or something as illustra- 
tive of the correspondence 

Mr. Yapp : You will not find separate files of 
correspondence with agents. We have not got all 
the correspondence together with a particular man. 

2462. Sir Philip Gibbs: Why have you not? 

Mr. Yapp : Because a letter may refer to a 
particular subject, and it will be in a special file, 
in a subject file. It will not be in an agent’s file. 

2463. Sir Philip Gibbs: But surely you keep your 
correspondence with your agents separate from your 
other business? 

Mr. Yapp : Separate from our other business ? 

2464. Sir Philip Gibbs : You are responsible for the 
agents’ department, are you not? 

Mr. Yapp: Yes. 

2465. Sir Philip Gibbs : And therefore you would 
have files under each man’s name? 

Mr. Yapp: Oh, no; I am sorry, we have not. 
We may have a certain amount of general corre- 
spondence. 

2466. Sir Philip Gibbs : No, but I mean particular 
correspondence with a particular agent. 

2467. Chairman: How do you deal with the corre- 
spondence with your agents? 

Mr. Yapp: If we have an inquiry from a 
country abroad, and we have correspondence with 
our agency, the correspondence will be in the file 
relating to that inquiry, and all the correspondence 
relating to that inquiry will he in that file. 

2468. Chairman : All the correspondence relating to ' 
that inquiry will be in a file by itself? 

Mr. Yapp: Yes. 

2469. Dame Bachel Crowdy : Presumably, being a 

very first class business organisation, you would have 
a very comprehensive cross index and therefore 
it would not be very difficult for somebody on the 
spot 

Mr. Yapp: No, I am afraid we have not got 

that. 

2470. Chairman : At any rate, you could produce a 
file which would show all the correspondence about a 
particular subject? 

Mr. Yapp : Yes. 

2471. Chairman: You could take some inquiry about 
some particular armament business, and produce a 
file showing the whole correspondence with regard 
to a particular piece of armament business. Would 
that satisfy you. Sir Philip ? 

Sir Philip Gibbs : I must confess that I wanted 
rather more than that. I think perhaps I ought to 
submit to you. Sir, the files which I should like to 
see, unless you have any objection to my asking for 
them. 

2472. Chairman : I personally have no objection what- 
ever. I see on this slip which you have handed to 
me there is, first of all, correspondence with regard 
to China. 

Sir Philip Gibbs: Yes. The dates are given 
here — from September, 1931, to April, 1933; then 
Bolivia and Paraguay. 

2473. Chairman : Let us deal with the first one first 
of all. Would that require a pantechnicon van, or 
could you bring it here in a motor car ? 

Mr. Yapp : It would not require a pantech- 
nicon van, but it would require some time to extract 
that correspondence from the various files which it 
is in. 

2474. Dame liachel Crowdy : Would it not possibly 
be much easier for Sir Philip to go and read it on 
the spot? 

Chairman : Quite so. 

Mr. Yapp : That would make no difference to 
us at all. 

Dame Bachel Crowdy : But the pantechnicon 
van would be avoided. 
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Mr. Yapp : Could ure Lave the information on 
it, Sir? I take it that it is Japan and China, from 
1931 to 1933? 

2475. Chairman : Yes. Then there is Bolivia and 
Paraguay, from January, 1932, to December, 1934, 
and from 1928 to 1932. I think this is rather an 
excessive demand, straight off. Could not you 
satisfy yourself, Sir Philip, by examining one sec- 
tion, and then if you have any reason to want 
more, ask for more? 

Sir Philip Gihhs : Yes, Sir. 

Mr. Yapp: Very well. We will deal with 
Japan and China. 

2476. Chairman : Would you prefer Japan and China, 
or Colombia and Peru? 

Sir Philip Gihhs : Japan and China, I think. 

2477. Dame Bachel Crowdy : Might I suggest that 
to that is added Manchukuo, because it comes into 
the same situation? 

Mr. Yapp : Certainly. 

2478. Chairman : Would you he satisfied to go to the 
office. Sir Philip? It would save a lot of trouble. 

Sir Ph ilip Gihhs : Yes, and I should like to 
be accompanied by an able assistant. I suggest 
Dame Rachel. 

2479. Chairman : Yes. Then two of the Commis- 
sioners will go to the office when you have had an 
opportunity of looking up this correspondence. If 
you will let the Secretary know when it is ready, 
two of the Commissioners will attend to go 
through it. 

Mr. Yapp: Very well. Sir. 

2480. Sir Philip Gihhs : Sir Charles, it seems to me, 

if I may say so without offence, that some of your 
agents in past history have not been perhaps 
altogether free from criticism as to their method.s. 
Yesterday I think Sir Herbert or jMr. Yapp — I have 
forgotten whom — said that there had been no direct 
charge of bribery against any agent of Vickers — but 
of course there have been one or two charges. There 
has been a charge of bribery, the Japanese one. 
A proven case of bribery is reported in the Japanese 
Weekly Chronicle of the 23rd July, 1914, concerning 
a Japanese officer. Admiral Fujii, in which he was 
found guilty of taking bribes from a dockyard 
official; and then I alluded yesterday to a very 
celebrated gentleman who has not been 

Chairman : We had that question yesterday, 
I think. 

Sir Charles Craven : Yes. 

2481. Sir Philip Gihhs: Do you know anything about 
that? 

Sir Charles Craven : It was before I joined the 
company. Sir. I am not saying that there was 
nothing wrong, but I have found nothing to prove 
that there was anything wrong. That is all I can 
say about Admiral Fujii. 

2482. Sir Philip Gihhs : You have gone into the 
question ? 

Sir Charles Craven : Yes. The only reference 
we can find to it is in The Times. I am not saying 
there was not something improper done, but I did 
say, whether it was yesterday or to-day I forget, 
that if the general manager at Barrow — he was a 
director of the company — had done all that he is 
alleged to have done, I cannot help thinking he 
would not have remained in his job. 

2483. Sir Philip Gihhs : There is a rather more recent 
case of one of your agents who got into trouble, a 
Mr. Arthur V. Lander, a Vickers agent, who was 
expelled from Turkey on 3rd August, 1933, without 
warning, on charges of espionage, corruption of 
state employees, and lese majeste. Have you inquired 
into his case at all? 

Sir Charles Craven : I think he was one of 
Mr. Yapp’s staff. 

Mr. Yapp: We did at the time. The first 
intimation we had was that Mr. Lander had been 
expelled from Turkey, and we got into touch with 
the Foreign Office, and we were informed by the 


British Ambassador in Turkey, through the Foreign 
Office, of the allegations that had been made against 
Mr. Lander by the Turkish Government, and 
generally they were that Mr. Lander had been 
giving small sums of money to civil servants to 
do translating and typing work for him. They did 
accuse him also of being too inquisitive as regards 
their munitions works, the placing of arms orders, 
and that sort of thing. But we were siiecifically in- 
formed by the Turkish Government that this did 
not reflect on us at all, and our relations with the 
Turkish Government continued as before. 

2484. Sir Philip Gihhs : May I ask you whether, with 
regard to your agents, you have any item under 
expenses in addition to their commission ? 

Mr. Yapp : Only, as I mentioned to Dame 
Rachel Cro.wdy yesterday, that in certain cases we 
do make a contribution to their office expenses. 
That, I think, in no case is more than £500 a year, 
and sometimes even tliat is set off against commis- 
sions that may become due to them. But there are 
no other items of expenses. 

2485. Sir Philip Gihhs : May I ask what method 
of payment was arranged with regard to Sir Basil 
Zarahoff — that is to say, what payment ho was made, 
or commissions, on the orders he put into the firm 
of Vickers? 

Mr. Yapp : As far as we are able to trace. Sir 
Basil Zaharoff did originally receive a commission 
on orders which he obtained for us. Sir Basil 
Zaharoff, from the records I have been able to trace, 
started with the Nordenfelt company in 1877. The 
Nordenfelt company subsequently amalgamated with 
the Jlaxim company, and the company became the 
Maxim Nordenfelt company. It was then taken over 
by Vickers, and became Vickers Sons & Maxim. 

2486. Sir Philip Gihhs : And Sir Basil remained 
with you for a very considerable period, did he not ? 

Mr. Yapp: For a very considerable period. 

2487. Sir Philip Gihhs : And, as a matter of fact, 
he is still one of your agents. 

Sir Charles Craven: For Spain only. 

2488. Sir Philip Gihhs: But you are associated with 
that company. You benefit by his activities? 

Sir Charles Craven: Certainly as regards 
Spain. 

2489. Sir Philip Gihhs: With regard to Sir Basil, 
who is rather an important figure in the world, and 
will go down to history, there is no doubt, you .will 
agree, that his value to you was very largely his 
influence in the political circles of Europe and the 
world. Do you agree with that. Sir Charles? 

Sir Charles Craven : May I submit. Sir, that 
these are questions that should have been addressed 
to the chairman of the parent company, who appeared 
here yesterday, who received many inquiries about 
Sir Basil, and I think it would be almost improper 
for me to try and answer them. 

2490. Chairman : I think we have got all that is 
necessary. He is your agent only for the Spanish 
business? 

Sir Charles Craven: Yes. I was quite a junior 
person when Sir Basil was the great salesman. 

2491. Sir Philip Gihhs: I accept that immediately, 
Sir Charles. I think that is very fair. I have to 
ask one general question, and that is this, that in 
this business of the selling of munitions in foreign 
countries it is no doubt rather valuable to a firm 
like Vickers to have people in vei-y high positions 
who are able to mix with the politicians and with 
the military and naval staffs of these countries. Do 
you think that that constitutes a valuable agency 
for your firm — those qualities? 

Mr. Yapp: I do not think we have any such 
person to-day. 

2492. Sir Philip Gihhs : You have nobody to succeed 
to Sir Basil Zaharoff? 

BIr. Yapp : Oh, nobody in the same position 
at all ; no. 
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Sir Charles Craven : Do you mean from a 

social point of view? 

2493. Sir Philip Gibis : No, I mean from a political 
influence point of view; that is to say, friends of 
prime ministers and politicians, and those who rule 
the destinies of mankind. 

Sir Charles Craven : There is no representative 
of the company who represents us in all countries, 
no. It is dealt with by Mr. Yapp’s agents. 

2494. Sir Philip Gibbs: I am not going to ask you 
any more questions, because Dame Rachel, I am sure, 
wants to ask you several; but may I suggest that 
throughout the correspondence that was published, 
inadvertently no doubt from your point of view, 
before the Committee of Inquiry in America, you 
.show a certain levity of mind with regard to the 
business that you are doing; that is to say, that all 
through those letters the general tone is that j’ou 
think the more munitions in the world the merrier 
for the world, and that it is a jolly good thing, really, 
for all countries to buy munitions of war, and that 
you personally really regard with some contempt all 
methods to restrict armaments and all peaceful asso- 
ciations which have the idea of the limitation of 
arms P Is that a fair expression of the rather jocular 
tone of your letters? 

Sir Charles Craven : Most unfair. 

Sir Philip Gibbs: You say “most unfair.” 

Those arc all the questions I want to ask you. Sir 
Charles. 

2495. Dame Eachel Crowdy : My questions are going 
to be very short. Will you turn to page 333 of Part I 
of the American Inquiry? In Exhibit No. 22, which 
is a letter from you to Henry R. Carse, Esquire, at 
the top of iiage 333, you say : All that you and I 
gam by the transaction will be that we shall know 
that if the ship is built Vickers will get the order. 
If, on the other hand, Geneva or sonie other fancy 
convention decide that large submarines have to he 
abolished, no definite contract will be placed, and the 
Admiralty can retire gracefully without having to 
pay us anything. Then in Exhibit No. 23, again 
writing to the same man, Mr. Carse, of the Electric 
Boat Company, you say : In other words, they that 
is, the Admiralty — will have the right to vrithdraw 
their promised order for the second ship if Geneva 
or any other troublesome organisation, upsets the 
large submarine. Well, I find myself in rather the 
same state of mind as Sir Philip. The implication in 
my mind is quite definitely that certainly Sir Chailes 
Craven and, therefore, probably Vickers, is, I will 
not say working against, but is definitely against any 
organisation, international or otherwise, which would 
give a feeling of security in the world. Would you 
like to make any comment on those two letters of 
yours, because they are very definite statements on 
your part, or implications on your part, that you 
do not want any peaceful settlement, and that you 
think it is rather better to have a good export of 
arms by your firm rather than peaceful settlement? 

Sir Charles Craven : I do not think anybody 
could reasonably, by intercepting private letters, 
anybody’s private letters, have the right to assume 
that. You are really asking my personal opinion of 
the League of Nations? 

2496. Dame Eachel Crowdy : No, of any international 
organisation which will create peace vis-a-vis the 
arms firms who will create war. 

Sir Charles Craven : Well, I am not admitting 
that armament firms do create .war, and I think very 
few reasonably minded people do think that they 
create war. 

2497. Dame Eachel Crowdy : But you have no great 
feeling in favour of any attempt at peace by 
diplomacy? 

Sir Charles Craven : I think that the League 
of Nations was the most wonderful ideal that has 
happened in our time, but I submit that it is not 
for me, as a private individual, to say what I think 
about the machinery that is operating the League of 
Nations. I do not think I have any right to. But 


I did in my covering statement refer to my free and 
easy language. 

2498. Dame Eachel Crowdy : I think, if I may 
say so, that your free and easy language is the most 
helpful thing possible to this Commission, because 
if one writes in diplomatic language one does not 
always say what one thinks, whereas if one writes 
as one friend to another one says what one thinks, 
hoping for the best. 

Sir Charles Craven : And hoping that the other 
friend will put the letter in the fire. 

2499. Dame Eachel Crowdy: You have got nothing 
else you wish to say on those two Exhibits, Sir 
Charles ? 

Sir Charles Craven : No, I do not think so. 

2500. Dame Eachel Crowdy : Then would you mind 
turning to page 407, Exhibit No. 127. This is a 
letter to you, and not from you and incidentally 
it does not seem to be signed. There is some rather 
mysterious figure in the left-hand corner. 

Sir Charles Craven: That is Spear’s initials. 

2501. Dame Eachel Crowdy: I want to know if you 
are really in agreement with what Mr. Spear im- 
plies here. He says : I hear that friend Livingston 
passed through New York recently on his way back 
from Peru. I, however, have not seen him. It is 
too bad that the pernicious activities of our State 
Department — that is the American State Depart- 
ment — have put the brake on armament orders from 
Peru by forcing the resumption of formal diplomatic 
relations with Chile. Do you agree with Mr. Spear 
that it is a great pity if brakes are put on your 
armament orders while formal diplomatic relations 
are resumed? 

Sir Charles Craven : I really do not think that 
I am entitled to answer a question of that kind. 
Here is a letter written to me by a gentleman who 
has not even signed it, and I did not reply to it. 
That is my answer. I did not. express any opinion to 
him about what I thought of his letter. 

2502. Daniie Eachel Crowdy : I rather hoped that you 
might feel you could express an opinion no.w, because 
it would be extremely interesting to know if you 
agreed with that or not. 

Chairman : But this is not your letter, is it. 
Sir Charles? 

Sir Charles Craven : It is a letter written by 
Mr. Spear, and it is merely initialled, and not 
signed. 

2503. Chairman : I do not think. Dame Rachel, that 
you can ask what the writer meant, or thought. 

Sir Charles Craven: Dame Rachel asked me 
what impression I had when I received that letter. 
The only reply I can give you — this was in August, 
1928 — is that I did not answer it. 

2504. Dame Eachel Crowdy : That might be due to a 
dozen things. 

Sir Charles Craven : It might be ; yes. 

2505. Dame Eachel Crowdy : I think that is all I 
want to ask you at the moment on the American 
evidence, though I have got some other questions 
■which I should like to ask you later, if I may, on 
general subjects. 

Chairman : Do you want to exhaust all the 
questions that you wish to ask Sir Charles now? 
We are not limiting it to any particular branch, 
I think. 

2506. Dame Eachel Crowdy: 'Then shall I go on? 
I have only got very few questions to ask. I think. 
Sir Charles, that you have given us some of the 
information which I want in your statements that 
we had yesterday; but you will not mind my re- 
peating a question, and if it is out of order then of 
course I shall accept the ruling of the Cliairman 
immediately. Can you give us any idea of how many 
employees of your comipanies were engaged m “o 
manufacture of arms between 1st January, 1932, 
and 1st November, 1935? You cannot give it 
immediately, obviously. I shall be quite pleased if 
you will take January, 1932, to November, 193o. 
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Sir Charles Craven : You are really asking me 
if our Government have placed more orders. I 
cannot, of course, give you details of it. 

2507. Dame Rachel Crowdy : Would you be able to 
look up the figures, with not too much difficulty, to 
find out how manj' people you were employing? 

Sir Charles Craven : Yes, I can give you the 
figures, but I am not sure whether it ought to be 
in public, if you want to go up to the present 
time. 

2508. Dame Rachel Crowdy : Yes, it is practically to 
the present time — to November, 1935. 

Sir Charles Craven : On that, I would submit 
to the Chairman that he should give me a ruling as 
to whether I should answer it. 

2509. Chairman : I do not quite follow the object 
of fixing these dates. 

Dame Rachel Crowdy: I rather want to find 
out what proportion of these men were engaged in 
manufacturing arms for export for non-British con- 
cerns at those dates. 

Sir Charles Craven : AVe could give you that, 
without divulging what our own country has ordered. 

2510. Dame Rachel Crowdy : It is no good giving 
the foreign only. AV’hat I want is quite roughly the 
number of people emplos'ed, but perhaps you would 
feel you could hand it to the Commission, if you 
thought it would be better not to give it to the 
public. That would suit me just as well. 

Sir Charles Craven : The foreign figures I do 
not mind giving in public a bit ; but I suggest it 
is not quite proper for me at this moment to give 
publicly the Government orders — not at the moment. 

Dame Rachel Crowdy : But would you give 
us 

Sir Charles Craven : I would very much rather 
that you asked the Government departments con- 
cerned what orders were placed with me. It would 
be very much simpler. 

2511. Dame Rachel Crowdy : It is the number of men 
employed that I really want. 

Sir Charles Craven : Of course there are certain 
common departments, a foundry, for instance, 
where it is very difficult for me to allot the men 
over these periods; but I can do it if you will accept 
it as an average. I shall have to turn my money 
back into men, and if you will accept that, it will 
be within one or two per cent. 

2512. Dame Rachel Crowdy : Then if you will do 
that, perhaps you wiU add what proportion are 
highly specialised workers and not easily to be trans- 
ferred into the production of peaceful products. 

Sir Charles Craven : I can easily give you what 
we call the proportion of the skilled, semi-skilled men, 
and the unskilled men. 

2513. Dame Rachel Crowdy : Many of those, or most 
of those, could be transferred to other employment 
if necessary? 

Sir Charles Craven : Most of them can. 

2514. Dame Rachel Crowdy : I understand that the 
bulk of your men can be so transferred. 

Sir Charles Craven : Yes — not all of them. If 
a man has been spending his life, the whole of his 
life, in designing a fuse, he is not much use for 
anything else. 

2515. Dame Rachel Crowdy : But the bulk of them 
can be transferred? 

Sir Charles Craven: Yes; provided, always, 
that I can get the orders. 

2616. Dame Rachel Crowdy : Shall I give you those 
questions in writing? 

Sir Charles Craven : It would help very much 
if you would.* 

2517. Dame Rachel Crowdy: Then there is one other 
thing that I should like to know about. Do you 
make your peaceful products and your war products 
in the same section of your factories and shops — 
actually in the same shops — or are they all mixed 
up together? Of course, obviously some raw 


materials are by themselves, but have you any strict 
division between your peace products production and 
your war production? 

Sir Charles Craven : AVe have the strict 

division in the Metropolitan Carriage Company 
which is concerned with railway rolling stock, and 
is a commercial firm. Then you have the rubber 
company, a little company at Glasgow, which is 
99 per cent, commercial, and then we have a little 
company called Boby’s, but all of those companies 
are given as purely commercial. In our own shops 
— I am thinking of one of our biggest works — the 
answer is that there is no division. AVe do have 
special designers. For instance, we have a specialist 
on cement plant, who designs all our cement plant, 
and he has a team of his own working, and it may 
be that probably three or four of his team of thirty 
— I cannot say how many he has at the moment, 
because it varies — may be working on commercial 
businesses. They are really specialists, but the rest 
of them would go to another drawing office, if 
necessary; they can switch over. But in the shops 
themselves, excepting for the very special armaments, 
they are all interchangeable ; they are not separated 
in these works which I am thinking of, where so 
many of these people are emijloyed. 

2518. Dame Rachel Crowdy : 1 was not really mean- 
ing : can your men be switched from peace produc- 
tion works to war production work; I was meaning, 
do you actually make your peace products output 
in a different section of your factories? 

Sir Charles Craven : I am sorry. I did not 
quite understand. No, they are in the same sec- 
tion. 

2519. Dame Rachel Crowdy: For example, in the 
event of a state monopoly, I was wondering about 
the division of your peace work and your war pro- 
duction. 

Sir Charles Craven : They are all in the same 

shop. 

2520. Dame Rachel Crowdy : They are all mixed up 
together ? 

Sir Charles Craven : Yes. I mean to say that 
a cement plant, for example, requires the best type 
of boiler work, and that is obviously done in the same 
shop where we do our Admiralty boilers. 

2621. Sir Kenneth Lee : Might I return to another 
point? Supi>osing your research department makes 
a new invention, how is it exploited? Do you take 
out a patent? 

Sir Charles Craven : A patent is taken out 
in the joint names of the man and the firm and, as 
I tried to explain yesterday, if it is something 
which has nothing whatever to do with our busi- 
ness at all, we will go on with the preliminary 
stage, taking out the patent and all that, and then 
probably if it did not suit us we should say to the 
man: “You can do what you like with it,’’ and 
we should probably help him to introduce it to the 
public. In the one case, where it is not akin to 
our business, our general rule is that we should 
reward the man; in the other case we may take it 
over and may reward them. 

2522. Sir Kenneth Lee : That means disclosure to 
the world ? 

Sir Charles Craven : Immediately we apply for 
a patent of any sort, the Government can step in 
and make it secret. 

2623. Sir Kenneth Lee: So it is never disclosed? 

Sir Charles Craven: By us to the Admiralty, 
do you mean? 

2524. Sir Kenneth Lee : No ; to the outside world. 

Sir Charles Craven : Not without the defence 

departments’ approval. 

2525. Sir Kenneth Lee : Are there many irroducts 
of that sort? 

Sir Charles Craven : Do you mean where 

there are secret patents at present? 

2526. Sir Kenneth Tjce : Yes. 

Sir Charles Craven : There are not many secret 
patents in our company, just now; but there are 


* See Appendix 20, p. 432. 
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a few. I can let you know the number if you 
want it; but there are lots of secret designs, of 
course. 

2527. Sir Kenneth Lee: But the products you are 
advertising in those German papers, were they your 
latest products P 

Sir Charles Craven: Well, they were, I sup- 
pose, but we have a different design. The War Office 
have their own type of tank to fulfil another purpose, 
and we do not sell that tank without their per- 
mission. 

2528. Sir Kenneth Lee : What I am trying to get at 
is this. Would it not be easier, if the Government 
were making all the munitions, to keep things secret? 

Sir Charles Craven : I do not think it would. 
We do not do, and we dare not do, anything of the 
kind which you suggest may be going on. 

2529. Sir Kenneth Lee : But how long in fact does it 
take before a new weapon becomes known to the 
world, when it is produced by youp 

Sir Charles Craven: I always reckon that by 
the time anything gets to sea in a ship, the idea is 
out very very quickly then. Foreigners call on board 
the ship, and they get the idea of it, and within a 
couple of years after that they have probably got 
that thing, 1 should think. 

2530. Sir Kenneth Lee : And your contention is that 
it would probably come out just as quickly if it were 
government-produced as if it were iirivately pro- 
duced P 

Sir Charles Craven : Yes. I am perfectly satis- 
fied that anything confidential which we do for the 
services is just as safeguarded in our works as it is 
in a gov'ernment works. 

2531. Sir Kenneth Lee : Do you have agreements 
with your people so that they cannot leave your 
employ ? 

Sir Charles Craven: For the specialists— cer- 
tain specialists — yes. We cannot with the work- 
people, of course. 

2532. Mr. Spender: I do not want to worry this 
question; but there do seem to be some aspects of it 
which have hardly been touched upon. Mr. Arnold 
Forster said in his evidence something about your 
company supplying orders to Peru, and passing on 
orders for Chilean warships to Brazil. It does seem 
to us that these local agreements may have that 
effect, that if one of you can persuade one govern- 
ment to place an order, the other government will 
follow, and will place another order accordingly. 

Sir Charles Craven : Yes ; but the answer to a 
submarine is not a submarine. The answer to a sub- 
marine is something to do away with a submarine. 

2533. Mr. Spender : But still, it might be so P 

Sir Charles Craven : But it does not arise in 
the case of guns, I think. 

2534. Mr. Spender: It is commonly alleged, to take 
an imaginary example, that the selling of torpedo 
boats to Greece would lead to the sale of some other 
craft, destroyers it might be, to the Turkish Govern- 
ment. I have taken only quite an imaginary case. 
I suppose that has gone on all through? 

Sir Charles Craven : I do not know of any case 
where a Vickers man has gone from one country and 
said : “ I have sold so many guns against yon, and 
you had better buy so many guns ”. 

2536. Mr. Spender: I do not allege that. 

Sir Charles Craven : But it is alleged by most 
of the witnesses. 

2536. Mr, Spender : Most of our witnesses P 

Sir Charles Craven : A lot of them have re- 
ferred to this thing. 

2537. Mr. Spender : Then there is another allegation^ 
which is rather a general one, that this trade differs 
from all others, in that competition does not hurt 
the competitors ; The more lively it is, the more 
likely each competitor is to gain by it. Do not 
think I am suggesting that you do anything that you 
should not do. 

Sir Charles Craven : It comes back to this, 
that if a government has made up its mind to have 


armaments — if it has made up its mind to have 
them — it is going to get them from someone, 

2538. Mr. Spender: You do not think that the 

general readiness to supply these weapons, and the 
profits to be made out of them, is a stimulant — I 
do not say a primary one. 

Sir Charles Craven : It is not a very profitable 
business, if you take it all in. 

2539. Mr. Spender : You told me yesterday that you 
would provide figures, if you remember, showing the 
money gained and the moneys distributed in money 
values, in dividends and bonuses, which would 
enable us to compare it with your list. 

Sir Charles Craven: Yes. The secretary, I 

think, has got what he thinks you w'ant.* This was 
really the counterblast from writing down. 

2540. Mr. Spender: It was so as to give us some 
idea of the position. I have not time to go into it 
now, but what is your general viewP 

Mr. Iteid Young : The actual increases in 

capital which took place were from the original 
capital of £155,000 in 1867 to £20,679,290 at the 
31st December, 1924. The latter figure was a-educed 
by £8,210,322 in January, 1926, by writing down 
the ordinary shares from £1 each to 6s. 8d. each, 
leaving the present issued share capital at 
£12,468,968. Of the total issued capital £9,400,536 
was issued for consideration other than cash 
(for purchase of assets of and shares in Com- 
panies acquired), £8,883,754 rejiresented issues for 
cash, and £2,396,000 represented bonus issues. Of 
these bonus issues, shares to the nominal value of 
£254,558 were issued out of profits, shares to the 
nominal value of £1,100,000 were issued out of 
premium on shares of previous issues, and shares to 
the nominal value of £1,042,442 were issued in 
respect of revaluation of assets. The details of these 
issues are shown in the statement* which we submit. 

2541. Mr. Spender: You have not got any figures 
showing what has been the average profit? 

Air. lieid Young: Yes; we have supplied that 
in our statement. 

2542. Air. Spender : I just want to ask a question 
on a point which rather puzzles me. It is with 
regard to your agreements with foreign firms. I do 
not think we have got copies of those. 

Sir Charles Craven : You have a precis of 

them. 

2643. Air. Spender: We have rough particulars of 
them. What is the precise result of them? Is it 
that you mean you have interchange of orders? If 
you do not control them, and do not mean to con- 
trol them, why do you have them? 

Air. Yapp : I think you will usually find they 
are agreements under which we use patents of 
theirs, or they use patents of ours. 

2544. Air. Spender: It is the interchange of 

patents ? 

Air. lieid Young: There is no general agree- 
ment for interchange of patents to specific foreign 
firms. 

2545. Air. Spender: But each agreement contains 
some specific patents? 

Sir Charles Craven: We have offered to bring 
any of those agreements here. Sir. 

2546. Professor Gutteridge : I should like to ask Mr. 
Reid Young this question, arising out of his answer. 
Did these capital bonuses represent a capitalisation 
of profits? 

Mr. Beid Young: Only £254,000. 

2547. Professor Gutteridge: When was that? 

Air. Beid Y oung : In 1878. 

2548. Professor Gutteridge : It was a long time ago ? 
Air. Beid Young: Yes. 

2549. Dame Bachel Crowdy : May I ask one ques- 
tion on a point which Mr. Spender brought out? I 
am referring to Exhibit No. 68, which is on page 118 
of Part I. Mr. Spender was asking about a state- 
ment by Mr. Spear before the Committee, on the 

* 
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supply of boats to Peru and Chile. You will 
remember he mentioned the case a moment ago. Mr. 
Spear says in evidence: We were at that time still 
building two boats for Peru, and he goes on to say : 

. . . we did not thinJc it would look very well for us 
to be dealing with the Chileans at the same time that 
we were dealing with the Peruvians. Then Senator 
Clark says : So that you preferred to tell the 

Chileans that the best deal they could make would 
be with your associates Vickers, out of whom you 
could get a commission? In that case, the Electric 
Boat Company was getting a commission from you 
for the boats you delivered for Chile; and would 
you get a commission from them for the boats they 
got from Peru? 

Sir Charles Craven ; No, we do not get anv 
commission on any foreign orders. 

2550. Dame Eachel Crowdy : They would merely get 
commission from you? 

Sir Charles Craven : I am not sure of that. 
I should like to make sure. Chile is a precluded 
country, and Peru is a precluded country. I should 
have to make that a special arrangement. 

2551. Dame Bachel Crowdy. It is within the defined 
geographical region? 

Sir Charles Craven : Yes. VV e have no rights 

there. 

2oo2. Sir Thomas Adlen : I should like to clear up 
one or two points with regard to the evidence yester- 
day. I have nothing to say on the evidence yester- 
day, but I do remember that when Mr. Fenner 
Brockway came before us he told us that there are 
close relations and connections between the raw 
material industries and other industries, and in par- 
ticular with banks, and then he went on to say that 
loans to non-producing nations are sometimes raised 
by the firms which supply armaments. I should like 
you, Sir Charles, if you would, to tell us this. Have 
you any experience in that direction and have the 
Vmkers-Armstrong company, or any of the associated 
companies, arranged loans with any foreign govern- 
ments at any time, and, if so, what is the situation 
with regard to them to-day? 

Sir Charles Craven : The only loan that I know 
of was issued in connection with the Chinese con- 
tract for aeroplanes, but they were commercial aero- 
planes, so I do not think they come into the scope 
of this Commission. 

25-53. Dame Eachel Crowdy. Was that secured on the 
customs ? 

Sir Charles Craven : Yes. 

2-o54. Sir Thomas A.llen : And that was a loan to 
the government? 

Sir Charles Craven: No, it was not a loan, 
it was an issue of Chinese bonds in London. 

2555. Professor Qutteridge : You got the bonds and 
put them on the London market; it that it? 

Sir Charles Craven : Yes. 

2556. Sir Thomas Allen: Then I should like to de- 
velop the question raised by Sir Kenneth Lee just 
now with regard to inventions. We were told that 
an inventor coming to a private manufacturer in 
peace time would not be more likely to get money 
made available for development of his ideas than if 
he went to the governmeni^that a man with an idea 
has a better chance of a fair deal if he negotiates 
with a government department. You have had 
experience on both sides. Could you enlighten us as 
to what is the method within the government with 
regard to patents? 

Sit Charles Craven: Yes. I think if it is 
something good, or something original, they would 
take it up ; but I think he would get away with it 
much more quickly in a private firm. There is much 
more machinery to go through in the government 
department. I never shall invent anything, but if 
I did, I should go to a private firm. 

2557. Sir Thomas Allen: You would take it to a 
private firm rather than to a government depart- 
ment? 


Sir Charles Craven : Yes. 

2558. Sir Thomas Allen: Then dealing with profits 
I think it was Mr. Hunter who came before us' 
who quoted something which Sir Herbert Lawrence 
said in 1928, that unless armament orders are avail- 
able it will be difficult to earn satisfactory jirofits 
He put this forward as evidence that Messrs. 
Vickers’ profits are closely dependent on contracts 
for war material. Would you enlighten ns as to 
that? 

Sir Charles Craven : That is a iierfectly true 
statement. I think Sir Herbert Lawrence said so 
yesterday. We are an armament firm, and the 
figures which we have submitted will show that. 

2559. Sir Thomas Allen : We were also told that one 
of the reasons for the establishment, say, of an 
aimaments board would be because the three services 
are competitive in the market sometimes for similar 
products ; that you would get, say, the three services 
coming to you for a similar armament or instrument 
of war, and therefore there was very considerable 
overlapping. Have you any experience in that 
direction at all? 

Sir Charles Craven : There is no overlapping 
at all, as far as we are concerned to-day. But I 
submit this is rather delicate ground; and I think 
I might suggest that this question should be 
addressed to the government witnesses. However, 

I should say there is no overlapping to-day — in 
peace time. 

2o60. Damte Eachel Crowdy : There is only one other 
question, which I have been requested to ask you. 
Mill Sir Charles Craven state whether Messrs. 
Vickers received from the German firm of Krupps 
any payment, or any benefit, either in shares or 
otherwise, for the use of Vickers’ inventions by 
Krupps in supplying the German army with arma- 
ments and munitions of war? 

Mr. Yapp: You are asking if we received any- 
thing from Krupps. 

2561. Dame Eachel Crowdy: Yes. 

Mr. Yapp: The answer is “ No 

Sir Charles Craven: You said from Germany 
I think? 

2562. Dame Eachel Crowdy: Yes. 

Mr. Yapp : There was a firm who had received 
a licence to mannfacture the Maxim gun and we did 
receive a small amount of money for guns which 
they manufactured during the War, through the 
German clearing house, but nothing from Krupps. 

2563. Professor Gutteridge : I think that SO far as 
the evidence goes, it was a question between the 
Electric Boat Company and the Germans? 

Mr. Yapp : Yes. 

2564. Professor Gutteridge : You had some patents 
which were used by the Germans during the War, 
did you not? 

Mr. 1 app : Yes. We have never got anything 
out of them yet. 

2565. Chairman : I am anxious that everybody should 
have all the questions asked which they wished to be 
asked. We have received a communication indicating 
a number of questions that one of the Parties of 
Great Britain wish to have asked. A number of 
them are quite irrelevant; a number of them in- 
dicate the mentality of the questioner; and some of 
them I would like to put to you, because it is 
desirable that these questions should be answered. 
There is one here which inquires whether it is a 
fact that The Bank of England (via Sir Otto 
Niemeyer, Vickers-Armstrongs Ltd. and the Ottoman 
Bank) has or till recently did have close financial 
and directorial connections with Vickers Ltd. In 
May, 1935, a big Bank of England loan to foster 
German re-armament was made known. Was 
Vickers Ltd. aware of this loan and did it benefit 
therefrom? 

Sir Charles Craven: I have never heard of it; 
but may I submit that Sir Otto Niemeyer was not 
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nominated by the Bank of England but by 
Armstrong Whitworths. 

2566. Chairman : Then they say that Sir Otto 

Niemeyer went as Bank of England adviser to South 
America in 1930 and Australia in 1931. “ Did 

Vickers-Armstrongs Ltd., of which he was a director, 
receive any orders as a result? ” 

Sir Charles Craven : No, Sir. 

2567. Chairman : “ Were the tanks mentioned in the 
Army, Navy and Air Force Gazette of the 8th 
November, 1934, and quoted in Mr. Pollitt’s evidence, 
manufactured by Vickers-Armstrongs Ltd.”? 

Sir Charles Craven : Yes, Vickers-Armstrongs. 

2568. Chairman: They were? 

Sir Charles Craven : Well, they were advertise- 
ments. Is it the paper that was referred to 
yesterday? 

2569. Professor Guttcridge: There was an allega- 

tion made by one of the witnesses that Vickers had 
made tanks which they had sent out to the Chinese, 
to one of these Chinese general fellows, and that 
he had used them to hunt out the communists. 

Sir Charles Craven : It is quite possible. Sir. 
We do not know what they use them for. But we 
did sell a few tanks to China. 

2570. Chairman: The next question is: “ How groat 
a proportion of Vickers’ arms production goes 
abroad, and to what countries? ” We have got 
that information. 

Sir Charles Craven : Yes. 

2571. Chairman: The next question is: “ On page 3 
of Vickers’ memorandum the new anti-aircraft gun 
is mentioned. Since Vickers also control aeroplane 
producing firms, must not such a gun be very 
useful for Vickers Ltd.?” AVell, I think that 
answers itself. The next question is : “ Has Vickers- 
Armstrongs Ltd. had any arms exports stopped by 
the Foreign Office? If not, does not that explain 
the statement in the memorandum that it whole- 
heartedly supports the present licensing system? ” 
Have you had any stopped? 

Sir Charles Craven : We had one licence sus- 
pended. A licence was issued to us for the export of 
munitions to a certain country, and it was suspended 
for a little while, and it w’as then renewed. 

2.572. Chairman : The next question is : “ Is it a 
fact that Mr. Bryce, nephew of the late Lord Bryme, 
went to Belgrade shortly after the War in the dual 
capacity of The Times correspondent and Vickers’ 

(Further evidence 


agent? That after Mr. Bryce failed to secure a con- 
tract for a new bridge across the Danube, he lost 
both the Vickers’ agency and his position with The 
Times? ” 

Sir Charles Craven : Yes. 

2573. Professor Gutteridge : He was actually a corre- 
siDondent of The Times? 

Air. Yapp: Yes. Mr. Bryce was a gentleman 
who represented Armstrong-Whitworths before the 
fusion of Vickers and, Armstrongs, and during 
certain years be was acting as correspondent for 
The Times. That we have found out since. I 
think his association with The Times ceased in 1925. 
The fusion of Vickers and Armstrongs was at the 
end of 1927, and Mr. Bryce remained with the 
company which retained the connection of Vickers- 
Armstrongs in that ■ country. 

2574. Chairman: I have asked the questions, and 
they have been answered; and I hope I have satis- 
fied the persons who asked that they should be asked. 
I think those are all the questions that I want to 
address to you; but before we adjourn I want to 
ascertain whether anybody wants to ask any ques- 
tions on the other part of the information given to 
us ; because we shall have to have another meeting 
about that, unless you can do it to-night. 

Professor Gutteridge : There were one or two 
questions which I wanted to ask of Sir Charles. It 
seems rather a pity to make him come all the way 
here to-morrow. 

2575. Chairman: Are they on matters which are 

included in the second part? 

Professor Gutteridge: Yes. I am pretty sure 
that Sir Charles would not wish to answer them in 
public. 

2576. Chairman: You mean on expansion? 

Professor Gutteridge : Yes. 

Sir Charles Craven: Yes, I do not think 1 
could answer them in public. 

Professor Gutteridge : That is why I did not 
ask Sir Charles those questions. 

2577. Chairman: Perhaps we could hear that 

evidence in private, and then we need not ask Sir 
Charles to come here again. 

Professor Gutteridge: My questions will not 
take more than three or four minutes. 

Chairman: Very well; we will clear the room 
- and hear that evidence now. 


was heard in camera.) 


(Adjourned.) 


[Sir 


Charles Craven subsequently submitted 
of the Iloyal Commission. 


further evidence which he desired to be added to the records 
This is reproduced in Appendices 21 and 22.] 
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APPENDIX 3. 

The Estimated Value of Land, Buildings, Plant and Machinery, etc., Employed in the Production of Arms 
and Munitions of War that would be Rendered Redundant in the Event of the Establishment of a State 

Monopoly. 


(1) Vickers Group . 

Vickers Train Lighting Company Limited 
Robert Boby Limited 
British Separators Limited 
Cooke, Troughton & Simms Limited 


loco Rubber & Waterproofing Company Limited 
Supermarine Aviation Works (Vickers) Limited 
Vickers (Aviation) Limited 

(2) Vickers- Armstrongs Group. 

Vickers- Armstrongs Limited 

Thames Ammunition Works Limited ... 

Variable Speed Gear Limited 

Whitehead Torpedo Company Limited 

Palmers Hebburn Company Limited 

Vickers (Ireland) Limited 

(3) English Steel Corporation Group. 

English Steel Corporation Limited 

Darlington Forge Limited... 

Firth- Vickers Stainless Steels Limited ... 
Industrial Steels Limited ... 

Taylor Brothers & Company Limited 

(4) Metropolitan-CammeU Carriage & Wagon Company 

Limited Group. 

Metropolitan-Cammell Carriage & Wagon Com- 
pany Limited 

Metropolitan-Cammell-Weymann Motor Bodies 
Limited ... 

The Midland Railway-Carriage & Wagon Com- 
pany Limited 

The Leeds Forge Company Limited 

The Patent Shaft & Axletree Company Limited 

The Willingsworth Iron Company Limited 


Sub-Total. 


Total. 


Remarks. 


£ 


£ 


Nil. 

Nil. 

Nil. 

Nil. 


Nil. 

386,884 

678,243 


Non-manufacturing concern. 

Commercial 

Non-manufacturing concern. 

Provided that it is possible to 
obtain such an increase in 
Civil orders as would make 
up deficiency in Ordnance 
work — but see remarks in 
covering memorandum. 

Commercial. 


1,065,127 


16,117,676 

37,950 

Nil. 

426,662 

Nil. 

NU. 


4,351,000 

1,394,600 


16,682,188 


Non-manufacturing concern. 

Commercial. 

Commercial. 

Proportion of Plant only. 


1 

J 

6,746,500 


Commercial. 


» Commercial. 


£22,392,816 


39226 
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APPENDIX 5. 

The Avebage Number of Employees engaged in each op the last five years on the Production op Arms and Munitions op War, and other Products, respectively. 
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APPENDIX 9. 

Statement on the Pbactice op the Firm in regard to the Advertisement op, and the Soliciting por 

Orders por, Arms and Munitions op War. 


It is proposed to deal with this question under the 
following headings : — 

(а) Advertising; 

(i) Press Advertising; 

(ii) Exhibitions; 

(iii) Sundry Advertising; 

(б) Selling arrangements; 

(c) Circulation of Pamphlets, Leaflets, etc.; 

(d) Soliciting for Orders; 

and the following Companies are dealt iwith 
individually : — 

Vickers-Armstrongs Limited ; 

Vickers (Aviation) Limited and The Supermarine 

Aviation Works (Vickers) Limited; 

The Whitehead Torpedo Co., Limited; 

The Thames Ammunition Works Limited; 
these being the main Armament producing Com- 
panies in the Group. 

With regard to Vickers Limited, flgures are given 
for this Company separately. It will be appreciated 
that as Vickers Limited is the parent Company of 
the Group, a certain amount of Group advertising 
is done by that Company. 

In regard to the following Companies : — 

English Steel Corporation Limited; 

Industrial Steels Limited. 

Taylor Bros. & Co., Limited; 

The Metropolitan-Cammell Carriage & Wagon Co., 

Limited, and Subsidiaries ; 

Robert Boby Limited; 

Cooke Troughton & Simms Limited; 

British Separators Limited; 

Industrial Steels Limited; 

Variable Speed Gear Limited; 

Vickers (Ireland) Limited ; 

loco Rubber & Waterproofing Co., Limited; 

Vickers Train Lighting Co., Limited; 

it is again pointed out that no armament advertis- 
ing in any shape or form is done by them and this 
despite the fact that the business of some of them 
includes certain armament products. 

Vickhrs-Armsteongs Limited. 

(a) Advertising. 

(i) Press. 

Detailed returns are appended, giving the ex- 
penditure on Press Advertising of Armament pro- 
ducts by this Company for the last five years, and 
showing the names of the Journals in which the 
advertisements were inserted. From these lists it 
will be seen that advertising of this nature is almost 
exclusively confined to service journals. Typical 
examples of advertisements which have appeared are 
attached.* 

In regard to advertisements which appear in 
foreign journals, in practically all cases these have 
been undertaken at the express request of the Agents 
in the particular countries concerned. The general 
view of the Company is that armament advertising 
whether in the public or technical press is of little 
value, but it is found in certain instances that the 
Agents regard such advertising as an advantage from 
their own point of view as showing that they repre- 
sent important British interests. 

Much has been said and written in regard to 
advertisements for Carden-Loyd Commercial and 
Military Vehicles and Field and Anti-aircraft Guns, 
which appeared in the German papers “ Wehr und 
Waflien ” and “ Militar Wochenblatt ”. Explana- 
tions of the reason for these advertisements have 
been given by the Company on various occasions, but 
it is desired to take the opportunity again of stating 
that the reason for the insertion of these advertise- 
ments was that the Journals in question are re- 
garded by Military authorities as two of the leading 
technical journals on the subject, and have a con- 
siderable circulation among staff oflicers in South 


* Not reproduced. 


American Republics and North European countries 
where the German language is used extensively. For 
this reason the advertising was undertaken, and not 
as has been suggested with a view to selling the 
products advertised, or in fact any type of arma- 
ments, to Germany. In any event such sales would 
not have been possible to Germany or any other 
country coming under the prohibitions of the Treaty 
of Versailles. 

(ii) Exhibitions. 

On three occasions only within the last five years 
has the Company taken any part (apart from the 
display of furniture and crane indicators in trade 
exhibitions in this country) in any exhibitions at 
home or abroad. The three cases in question were the 
Canadian National Exhibition and the Copenhagen 
Exhibition in 1932 and the Brussels Exhibition, which 
is at present running, at all of which exhibitions tdiere 
was a Vickers Group stand. In the Group’s stands 
at these Exhibitions no armament material was 
exhibited, it being considered that such a means of 
advertising would not be of any service to the Com- 
pany. At Copenhagen, however, at the request of 
the Danish Government, a 75 mm. Anti-aircraft 
Gun was exhibited in the grounds of the Exhibition. 
Showroom. 

It may be of interest to the Commission to know 
that a permanent Showroom is maintained at Vickers 
House, Broadway, Westminster, London, S.W.l, 
which is the Head Office of Vickers Limited and 
Vickers-Armstrongs Limited, in which are exhibited 
examples of many of the types of production of the 
Companies both Armament and commercial. 

(iii) Sundry Advertising. 

Apart from the annual distribution to clients, of 
diaries bearing the name of the Company, and 
pamphlets, which are more particularly referred to 
hereafter, general sundry advertising is negligible. 

From the above remarks it will be gathered that 
the policy of the Company, generally speaking, is 
that advertising of armaments with a view to pro- 
moting sales is of little, if any, value. 

(6) Selling Arrangements. 

It is convenient to refer to this matter of selling 
arrangements under two headings, viz. ; — 

(i) at home, and 

(ii) abroad. 

(i) Home. 

As to home sales, i.e., sales to British Government 
Departments, no propaganda- is used, and there are 
no selling arrangements, as generally understood — 
that is to say, no agents are employed and no solicit- 
ing for orders from the Departments concerned is 
carried on. There is, of course particularly as re- 
gards the class of orders referred to in 2 below, con- 
tinued contact and collaboration between the Com- 
pany and the Government Departments, both on 
technical and commercial questions, and the services 
of the Company in all directions are regarded as 
being fully at the disposal of those Departments. It 
is pointed out that the practice of the Government 
Departments may be divided into two categories: — 

1. The placing of orders for material which is 
produced by several Companies throughout the 
country. 

2. Orders for material for which Vickers-Arm- 
strongs Limited is the sole Company in the 
country equipped for production. 

As regards the first class of materials the practice 
of the Government Departments is to issue enquiries 
to firms on their lists capable of producing the 
material required, and this Company, in common 
with the others, passes in its tender, the orders 
eventually being placed with the Company selected 
by the Department concerned. 

In regard to the second category, the method 
adopted by the Government Departments may be 
divided into two classes ; firstly, when the order is 
placed on the basis that price is fixed by the check- 
ing of estimates; and secondly, when the order is 
placed on a “ costed ” basis. 
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It will be seen, therefore, that the practice of the 
Departments outlined above does not afford any 
scope for the use of general sales methods, and such 
methods are not employed by this Company. 

(ii) Abroad. 

The practice of the Company is to appoint a local 
agent in each country where there is a possibility 
of business, and in appointing such agents to select 
a company or individual of the highest possible 
standing. Wherever possible, the appointee is a 
British firm or a British national. As a general 
rule agents appointed hy the Company represent it 
not only for armament sales, but for other com- 
mercial products of the Company, and in some cases, 
they act also for a number of Companies in the 
Vickers Group. A co'py of the last issue of the 
Group “ Directory of Foreign Representatives and 
Overseas Arrangements ” is supplied for the informa- 
tion of the Commission. 

In regard to remuneration, the general practice 
is that the agents are paid on a commission basis, 
commission only being paid on orders received 
through their agencies and upon payment being 
received by the Company. In certain cases the 
agent is given a fixed annual sum or minimum com- 
mission, and also in many cases his out-of-pocket 
expenses, such as cost of cables, travelling, etc., are 
refunded. A copy of the standard form of agree- 
ment with agents is attached.* 

In regard to the agent’s activities his chief 
function is to keep the Company informed of arma- 
ment requirements in his particular country, as and 
when he learns that the Government of that country 
is considering or has decided to make purchases. It 
is not his function to endeavour to create a market 
for armaments, nor is it the wish or practice of the 
Company to encourage agents to work on this basis. 
The agent is expected when called upon to be in a 
position to advise the Company on matters of local 
finance and general contract arrangements. He has 
also to submit tenders on behalf of the Company, 
such tenders being prepared here and forwarded to 
him for transmission to the Government concerned. 
Where information is received from an agent as 
to a Government’s requirements, the final decision 
as to whether or not a tender will be forwarded is 
made in London, and if it be decided to tender and 
the programme is a considerable one, it is the 
practice of the Company to send technical and com- 
mercial experts to discuss with the officials of the 
Government concerned matters of design, technical 
data and contract terms, and in such cases negotia- 
tions for the contract are carried through by the 
agent with the advice and assistance of the Com- 
pany’s own representatives. 

It frequently happens that foreign Governments 
interested in a particular type of armament material 
request that demonstrations of the Company’s pro- 
ducts should be made to them in such cases, where 
circumstances appear to justify the expenditure, the 
necessary material is sent abroad accompanied by 
technical experts for the purposes of demonstration, 
but such demonstrations are only carried out where 
the Company has reasonable grounds for being satis- 
fied that the country concerned has decided to pur- 
chase such material. In no case are demonstrations 
arranged for propaganda purposes. Similarly the 
Company gives demonstrations of its material in this 
country at the request of missions from foreign 
Governments who are sent here by their Govern- 
ments for the purpose of inspecting and reporting 
on the products of the Company. 

It should be mentioned also that cinematograph 
films are taken of trials and demonstrations 
primarily for record purposes, but these are used 
occasionally as an alternative to a demonstration of 
the actual product. They are sometimes sent to the 
agents upon request for specific purposes. 

It is also pointed out that in no case does any 
foreign agent of the Company carry stocks of arma- 
ment material. 


(c) Circulation op Pamphlets and Leaplets. 

The Company prepares pamphlets and leaflets 
descriptive of the characteristics of its various pro- 
ducts and giving the requisite technical and other 
data with regard thereto, these being issued to 
agents abroad with the object of providing them with 
such general information as will enable them to deal 
with any question raised by the Governments of 
their respective countries. 

These pamphlets and leaflets, of course, are only 
issued in the case of products which the Company 
is not precluded by the British Government from 
selling abroad, and in no case are they issued broad- 
cast. Copies of typical examples of these pamphlets 
are attached hereto.* 

(d) Soliciting for Orders. 

The selling arrangements of the Company being as 
outlined above, it is emphasised that there is no 
general practice of soliciting for orders for arma- 
ment material. Only where it is definitely known 
that the Government is in the market for a certain 
type of material, and where the agent of the Com- 
pany concerned so recommends, does the Company 
send representatives, technical or otherwise abroad. 

During the last five years one journey abroad was 
made by a Director of the Company, that being the 
tour undertaken by a Director in 1932 to the Baltic 
Countries, the object then being to visit the agents 
in the countries concerned with a view to bringing 
their information up-to-date, and to inspect their 
agency arrangements. On another occasion two 
directors proceeded to a North European country in 
connection with a definite enquiry, while in 1931 a 
director visited Canada purely in connection with 
the Company’s commercial interests. 

Vickers Limited. 

Vickers Limited being the parent Company of the 
Group has to a very limited extent carried out 
certain press advertising. The amounts expended in 
this direction, and the names of the papers in which 
the Group advertisements appeared are shown in 
the Schedule attached. t 

Typical examples of advertisements are attached,* 
from which it will be seen that they are of a general 
nature, and not specifically relating to armament 
material. 

The Company also prepares for distribution to 
agents and clients a booklet entitled “ Vickers 
Limited and its Interests ”, a specimen of the last 
issue of which is appended.* 

A special publication entitled “ The Flag that 
Trade foWows ” was prepared in connection with the 
Canadian National Exhibition, and a specimen of 
this is enclosed. The cost of these two booklets is 
included under the heading of Group Advertising in 
the Schedule referred to above. 

On the other hand this Company during the last 
five years has expended the sum of approximatefly 
£14,000 on advertising in the press in connection 
with the Annual General Meeting, and this, together 
with the Group advertisements referred to above 
(including the two publications mentioned in the pre- 
ceding paragraphs) constitutes the sole expenditure 
on advertising by this Company. 

Advertising in the foreign press in this direction 
is undertaken because it is the general advice of the 
Group’s agents that the pubilication of the informa- 
tion contained in these advertisements is helpful to 
them in regard to all business, armaments and 
general, as it gives an indication of the financial 
standing and strength of the Group. 

Vickers (Aviation) Limited. 

The Supermarine Aviation Works (Vickers') 
Limited. 

A. Advertising. 

(i) Press and Sundry Advertising. 

The amounts expended during the last five years 
in connection with space in journals and catalogues. 


* See p. 410. 


Not reproduced, 
t See p. 412, 
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and on diaries and playing cards which are distri- 
buted annually, are shown hereunder : — 

Vickei's (Aviation) Limited. 

1930 1931 1932 1933 1934 

Home £2,215 £3,145 £2,576 £2,083 £1,453 

Foreign 296 300 293 164 83 

The Supermarine Aviation Works (Vickers) Limited. 

1930 1931 1932 1933 1934 

Home £1,694 £1,955 £1,760 £1,538 £1,698 

Foreign 167 124 54 47 113 

The following list will give an indication of the 
class of journals in whidh advertisements have 
appeared : — 

Aircraft Engineering. 

Aircraft Engineering Buyers Guide. 

Aircraft (Australia). 

Army Navy and Air Force Gazette. 

Air Annual British Empire. 

The Aeroplane. 

Jane’s AU the World’s Aircraft. 

R.A.F. Programme (Hendon). 

R.A.F. Programme (Heliopolis). 

R.A.F. Quarterly. 

R.A.F. Milton Stores. 

R.A.F. Fourstore Sports Club. 

Flight. 

Royal Aeronautical Journal. 

Vickers News. 

Wings (New Zealand). 

The Times Trade Engineering. 

R.A.F. CranweU College Journal. 

With regard to foreign advertising the Companies 
act on the advice of their Agents and such adver- 
tisements, with few exceptions, have been confined 
to the Technical Press. 

The sundry advertising consists in the distribution 
of diaries and playing cards, and is comparatively 
unimportant. 

(ii) EHiibitions. 

The names of the exhibitions in which the Avia- 
tion Companies have participated during the five 
years in question are given hereunder: — 

Name of Exhibition. Material Exhibited. 

Vickers (Aviation) Buenos Aires Aircraft accessories 
Limited sample Streamline 

wires, models of 
aircraft, photo- 
graphs, illumin- 
ated transparen- 
cies, cinema films. 
Paris ... Do. 

Nofe — The “VIL- 
DEBEEST” ma- 
chine was demon- 
strated at the 
Aerodrome. 

Canada ... Aircraft accessories, 
etc. 

Photographs. 

Copenhagen Aircraft accessories. 
Milan ... Do. 

The Supermarine Antwerp ... Schneider Trophy 
Aviation Works Machine. 

(V ickers) Limited 

Paris ... Models of aircraft 
and illuminated 
transparencies, 
cinema films. 

Buenos Aires Models of aircraft, 
cinema films, pho- 
tograpks, etc. 

Canada ... Schneider Trophy 
Machine and 
models of aircraft. 

B. Selling Abrangements. 

Home. — With regard to sales to British Govern- 
ment Departments, the methods followed by the 
Aviation Companies are, and must necessarily be, 
analogous to those employed by Vickers-Armstrongs 
Limited. 

Abroad. — Local Agents are appointed as neces- 
sary. As in the case of Vickers-Armstrongs Limited, 
Companies or individuals of high standing are 
appointed and, indeed, in many cases the Agent of 
Vickers-Armstrongs Limited also represents the 


Aviation Companies. The Agents are remunerated 
by a commission on sales with the addition, in some 
cases, of an allowance for expenses. In one or two 
cases in the past a salaried employee with technical 
knowledge has been attached to the ofiice of the 
agent, but there is now only one official so em- 
ployed. A copy of the standard form of Agency 
Agreement is attached.* 

The Agent’s duty is to report on the types of 
aircraft which the Government of the country, 
for .which he is the Company’s representative, has 
decided to purchase. If the types approximate those 
in manufacture at the works of the Aviation Com- 
panies the Agent is then supplied with complete 
specifications, prices and delivery dates, and it is 
left to him to advise the Company on matters of 
finance and contract arrangements, and to negotiate 
the sale. 

As in the case of Vickers-Armstrongs Limited, the 
decision as to whether a tender shall be submitted is 
made by the Head Office of the Companies. 

Occasionally, at the request of the Agent, repre- 
sentatives of the Companies are sent to advise on 
technical and commercial matters and to collaborate 
with the Agent in his negotiations. 

In the years 1930/32 two or three demonstration 
flights were undertaken. The Chinese Authorities 
requested Vickers (Aviation) Limited to send a 
“ VESPA ” Machine to Shanghai for demonstra- 
tion and issued a permit for its importation. 

In 1931 a pilot of the Company flew a machine 
to certain Baltic countries, this tour being under- 
taken on the advice of the Agents, while in 1930 a 
“ VELLORE ” freighter was flown to Australia with 
a view to demonstrating the utility of that machine 
for carrying heavy loads over long distances. 

C. Circulation or Pamphlets, Leaflets, etc. 

Generally when a new type of aircraft is produced 

and adopted by the Roj’al Air Force an illustrated 
catalogue is prepared, giving its main characteris- 
tics. Similarly, catalogues of the large number of 
Accessories made by Vickers (Aviation) Limited 
are compiled from time to time. Copies of such 
catalogues are sent to the Agents to enable them 
to deal with enquiries from their respective Govern- 
ments, but it is emphasized that they are not issued 
indiscriminately. It may be mentioned that the 
Accessories referred to are supplied for civil as well 
as military aircraft. 

A copy of a typical Catalogue, that dealing with 
the Vickers “ Vildebeest ”, is enclosed. 

D. Soliciting for Orders. 

There is no general practice of soliciting for orders. 
As has been noted above, when it is known that a 
Government is in the market for a type of aircraft 
which the Aviation Companies can supply, and when 
the Agent so requests, the Companies may send 
representatives abroad to assist in the negotiations. 

The Whitehead Torpedo Co., Limited. 

It is unnecessary to enter into any great detail 
with regard to this Company. 

The advertising undertaken by it is negligible, as 
will be seen from the figures quoted hereunder : — 



1930 

1931 

1932 

1933 

1934 

Home 

£65 

£38 

£110 

£124 

£114 

Foreign 

Nil 

Nil 

Nil 

Nil 

90 


The foreign advertising in 1934 covered paragraphs 
inserted in two Technical Journals and was under- 
taken at the express desire of the Agents concerned. 

This Company publishes no catalogues and under- 
takes nothing which can be described as sundry 
advertising. 

The remarks regarding the selling arrangements of 
Vickers-Armstrongs Limited apply generally to this 
Company. The assurance is given that The White- 
head Torpedo Company, Limited, has no system of 
soliciting for orders, negotiations being initiated only 
upon receipt of a definite enquiry from a Government. 
Representatives are not sent abroad except on the 
express invitation of the Government concerned. 

The Thames Ammunition Works Limited. 

It is unnecessary to deal with this Company since 
for its Armament productions it acts only as a sub- 
contractor to Vickers-Armstrongs Limited. 

* See p. 412. 
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SCHEDULE OF EXPENDITURE ON ARMAMENT ADVERTISING. 
VICKERS-ARMSTRONGS LTD. 


Expenditure on Armament Advertising, 1930-1934. 


1930 

1931 

1932 

1933 

1934 


Home. 
£ s. d. 
191 4 8 
407 10 4 
716 8 8 
524 19 6 
496 6 10 


Abroad. 
£ 6. d. 
511 13 8 
483 3 11 
673 19 0 
342 3 11 
413 18 10 


2,336 10 0 2,424 19 4 

Total £4,761 9s, 4d. 


Average ... £952 5s. lOd. per annum. 

Armament Advertising , 1930. 


Army, Navy and Air Force 

Home. 

£ s. d. 

Gazette 

Aeroplane — Hendon 

19 

4 

8 

Pageant No. 

8 

0 

0 

Navy List 

45 

0 

0 

Navy 

H.M.S. “ Excellent ” Cen- 

9 

0 

0 

tenary Tattoo Programme 
Brassey’s Naval Annual ... 

60 

0 

0 

25 

0 

0 

Jane’s “ Fighting Ships ” 
Revista del Centro Naval 

25 

0 

0 


Abroad. 
£ s. d. 


(Argentine) 

Revista Militar (Argentine) 
Chilean Review (Chile) 
Dansk-Artilleri Tidsskritt 

(Denmark) 

Laivastohlehti (Finland) ... 
Suomen Sotilasaikakauslehti 
(Finland) ... 

Aunuaire du Commerce 
Didot-Bottin (France) ... 
El Eoonomista (Spain) 

La Guerra y su Preparacion 

(Spain) 

Memorial de Artilleria 

(Spain) 

Rovista General de jMarina 

(Spain) 

Vida Maritima (Spain) ... 
Jadranska Straza (Yugo- 
slavia) 


34 9 6 

59 2 0 
96 0 0 

6 12 0 
41 13 0 

21 15 0 

4 5 2 
36 0 0 

66 18 0 

60 0 0 

25 0 0 
38 14 0 

21 5 0 


£191 4 8 £511 13 8 


Total ... £702 IS 4 

Armament .Advertising. 1931. 

Home. Abroad. 
£ s. d. £ s. d. 


Army, Navy & Air Force 
Gazette 

Royal Tank Corps Journal 
Small Arms Training 
Brassey’s Annual 
Jane’s “ Fighting Ships ” 
Portsmouth Navy Week 
Programme 

Chatham Navy Week Pro- 
gramme 

Royal Naval Staff College 
Magazine ... 

Revista Del Centro Naval 
(Argentine) 

Revista Militar (Argentine) 
Chilean Review (Chile) 
Dansk Artilleri Tidsskrift 

(Denmark) 

Militaert Tidsskrift (Den- 
mark) 

Tidsskrift for Sovaesen 

(Denmark) 

Laivastolehti (Finland) 
Suomen Sotilasaikakauslehti 
(Finland) ... 

Annuaire du Commerce 
Didot-Bottin (France) .., 


269 5 4 
32 10 0 
12 0 0 
25 0 0 
25 0 0 

20 0 0 

20 0 0 

3 15 0 


11 

19 


Armament Advertising, 1931 — cont. 

Home. 
£ s. d. 

El Economista (Spain) 

La Guerra y su Preparacion 

(Spain) 

Memorial de Artilleria 

(Spain) 

Revista General de Marina 

(Spain) 

Vida Maritima (Spain) 

De re Bellica (Circulated 
among all Spanish speak- 
ing countries) 


Abroad. 
£ s. d. 
39 7 6 

66 18 0 

60 0 0 

16 13 4 
38 14 0 

38 7 7 


£407 10 4 £483 3 11 


Total ... £890 14 3 


Armament Advertising, 1932. 

Home. 


Army, Navy & Air Force 

£ 

s. 

d. 

Gazette 

259 

13 

0 

Aeroplane 

Royal United Service 

132 

0 

0 

Journal 

47 

16 

8 

Royal Tank Corps Journal 

39 

0 

0 

R.A.F. Quarterly 

30 

0 

0 

Army Quarterly 

Air Annual of British 

25 

4 

0 

Empire 

25 

0 

0 

All the World’s Aircraft ... 

25 

0 

0 

Navy List 

Portsmouth Navy Week 

54 

0 

0 

Guide, 1932 

Chatham Navy Week Pro- 

30 

0 

0 

gramme, 1932 

Jane’s “ Fighting Ships ” 

20 

0 

0 

25 

0 

0 


96 0 0 


5 8 0 

21 13 4 

2 10 0 
33 15 0 


29 2 0 


4 5 2 


Annual (December) 
Revista Del Centro-Naval 
(Argentine) 

Revista (Militar (Argentine) 
Review of the River Plate 
(Empire Supplement) 
(Argentine) 

Militaert Tidsskrift (Den- 
mark) 

Dansk Artilleria Tidsskrift 
(Denmark) ... 

Tidsskrift for Sovaesen 
(Denmark) ... 

Laivastolehti (Finland) 
Suomen Sotilasaikakauslehti 
(Finland) ... 

Annuaire Didot - Bottin 
(France) 

Revue d’Artillerie (France) 
Revue Militaire Francaise 

(France) 

Militar Wochenblatt (Ger- 
many) 

Wehr und Waffen (Ger- 
many) 

Aeroploia (Greece) 

II Contro Aereo (Italy) 
Revista Militar Italiano 

(Italy) 

Przeglad Wojskowo (Poland) 
Anais do Club Militar 
Naval (Portugal) 

Memorial de Artilleria 

(Spain) 

Revista General de Marina 

^Spain) 

Army Ordnance (U.S.A.) ... 


3 15 0 


Abroad. 
£ s. d 


3 7 8 
22 10 0 


16 0 0 

5 10 6 

5 9 0 

4 11 8 
45 0 0 

39 0 0 

4 5 2 
15 7 8 

10 6 0 

104 14 9 

67 4 9 
23 14 0 
33 6 5 

32 5 2 
58 7 6 

10 0 0 

60 0 0 

18 15 0 
94 3 9 


£716 8 8 £673 19 0 


Total ... £1,390 7 8 
3 M 
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Armament Advertising, 1933. 


Armament Advertising, 1934. 


Army, Navy and Air Force 

Gazette 

Royal United Service 
Journal 

Royal Tank Corps Journal 
Navy List 
The Navy 

Jane’s ‘‘ Fighting Ships ” 
Brassey’s Annual 
Portsmouth Navy Week 
Programme 

Plymouth Navy Week Pro- 
gramme 

Chatham Navy Week Pro- 
gramme 

Greenwich Naval Pageant 
Programme 

Royal Naval Staff College 
Magazine ... 

Air Annual of British 
Empire 

Revista del Centro Naval 
(Argentine) 

La Rafale (Belgium) 

Dansk Artilleri Tidsskrift 
(Denmark) ... 

Tidsskrift for Sovaesen 
(Denmark) ... 

Hakkapeliita (British Week) 

(Finland) 

Laivastolehti (Finland) 
Suomen Sotilasaikakauslehti 
(Finland) ... 

Uusi Suomi (British Weeik) 
(Finland) ... 

Polska Zbrojna (Poland) ... 
Anais do Club Militar Naval 

(Portugal) 

El Economista (Spain) 
Revista de Estudios Mili- 
tares (Spain) 

Revista General de Marina 

(Spain) 

Vida iMaritima (Spain) ... 
Army Ordnance (U.S.A.) ... 


Home. 

Abroad. 


Rome. 

Abroad. 

£ 

s. 

d. 

£ 

s. 

d. 

Army, Navy and Air Force 

£ 

s 

d. 

£ 

S. 1 

<3- 

192 

6 

8 




Gazette 

Ro 3 ’al United Service 

250 

0 

0 




45 

5 

4 




Journal 

45 

5 

4 




39 

0 

0 




Royal Tank Corps Journal 

39 

0 

0 




54 

0 

0 




Jane’s “ All the World’s 







20 

0 

0 




Aircraft ’’ 

25 

0 

0 




25 

0 

0 




Navy List 

54 

0 

0 




25 

0 

0 




The Navy 

20 

0 

0 







Jane’s “ Fighting Ships ’’ 
Portsmouth, Chatham and 
Plymouth Navy Week 

25 

0 

0 




30 

0 

0 

22 

10 

0 




Programmes 

Ijondon Navy Week Pro- 

32 

0 

0 




20 

0 

0 




gramme .... 

Roj'al Naval Staff College 

4 

4 

0 




30 

0 

0 




Magazine ... 

Revista del Centro Naval 

1 

17 

6 





1 7 

(5 




(Argentine) 




6 

14 

0 


± ( 





Almanaque Astronomico 







20 

0 

0 




(Argentine) 

Annuaire du Congo Beige 




6 

9 

7 




11 

10 

15 

0 

0 

(Belgium) 

Bulletin Beige des Sciences 




6 

7 

3 




i 

Militaires (Belgium) 




16 

7 

0 





0 

0 

La Rafale (Belgium) 




1 

18 

0 




0 

Brazilian Press (Brazil) ... 
Dansk Artilleri Tidsskrift 




60 

0 

0 

10 

10 




4 

14 

(Denmark) 

Tidsskrift tor Sovaesen 




5 

0 

0 

0 

0 




(Denmark) 




5 

0 

0 




45 

0 

0 

Merendus (Estonia) 




3 

0 

0 




39 

0 

0 

Paewale'ht (Estonia) 




12 

10 

0 




Laivastolehti (Finland) 




22 

10 

0 




15 

0 

0 

Rintamamies (Finland) ... 




4 

8 

6 




Suomen Sotilas (Finland) 




8 17 

0 




13 

12 

0 

Suomen Sotilasaikakau- 










10 

0 

0 

slehti (Finland) ... 




29 

5 

0 




Polska Zbrojna (Poland) 




22 14 

8 




43 

15 

0 

Anais do Club Militar 













Naval (Portugal) 




10 

0 

0 




52 

12 

7 

Defeza Nacional (Portugal) 




4 

2 

0 







El Economista (Spain) ... 




48 

12 

2 




18 

15 

0 

Memorial de Artilleria 










30 

0 

0 

(Spain) 




15 

5 

6 




37 

13 

6 

Revista de Estudios 













Militares (Spain) 

Revista General de Marina 




55 

11 

0 







(Spain) 




17 

3 

9 







Vida Maritima (Spain) ... 




33 

6 

8 







Army Ordnance (U.S..4.) ... 




18 

16 

9 


£524 19 6 £342 3 11 


£496 6 10 £413 18 10 


Total ... £867 3 5 


Total ... £910 5s. 8d. 


STANDARD AGENCY AGREEMENT 
VICKERS-ARM3TRONGS, LIMITED 


MEMORANDUM OF AGREEMENT made this 
day of one 

thousand nine hundred and 
Between Vickers- Ae.mstrongs Limited whose 
Registered Office is situate at Vickers House 
Broadway Westminster in the County of London 
England (hereinafter referred to as “the Com- 
pany ’’) of the one part and 
of 

(hereinafter referred to as “ the Agent ”) of the 
other part. 

Whereby it is mutually agreed as follows : — 

1. The Company hereby appoint the Agent and 
the Agent hereby agrees to act as their sole Agent 
in the Territory comprising 

(hereinafter 

referred to as “ the Territory ”) for the sale of 
their Products as defined in the Schedule “ A ” 
attached hereto which shall be considered as form- 
ing part of this agreement or any other product 
which may from time to time be notified by the 


Company to the Agent in writing and all of which 
products are included in the expression “ the 
Products ” whenever hereinafter used. 

2. This Agreement shall be deemed to have com- 
menced on the day of 

19 and subject as hereinafter provided shall 
continue for a period of year(s) and there- 

after unless and until determined at the end of the 
said year(s) or at any time thereafter by 

months’ previous notice in writing 
given by either party to the other subject however 
that in the event of the Company deciding to cease 
the manufacture of any product named in 
Schedule “ A ’’ attached hereto the Company reserve 
the right to cancel and exclude such item from 
this Agreement by giving to the Agent notice in 
writing at any time. 

3. The Agent undertakes to use his best en- 
deavours to promote and obtain orders for the sale 
of the Products and may obtain enquiries from any 
source whatsoever in the Territory but shall not 
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knowingly sell the Products for delivery outside the 
Territory. The Agent shall wherever possible when 
forwarding such enquiries or orders send full par- 
ticulars including drawings and specifications of re- 
quirements necessary to enable the Company to pre- 
pare tenders or to proceed with the execution of the 
order with the least delay but the Company in their 
discretion shall have the right to decline to submit 
a tender on any enquiry or to accept any order. 

4. The Agent during the currency of this Agree- 
ment shall not represent or be interested directly 
or indirectly in any manner whatsoever in any busi- 
ness firm or company manufacturing or selling pro- 
ducts of a similar nature to or likely to compete 
with those covered by this Agreement without the 
Company’s previous written consent. 

5. The Agent shall unless otherwise directed retain 
in his possession all correspondence or other docu- 
ments sent him by the Company and shall not at 
any time hereafter divulge any information in re- 
lation to the Company’s affairs or business or method 
of carrying on the same. 

6. The Agent shall keep up-to-date records of all 
enquiries transactions and proceedings concerning 
the business of the Agency and shall from time to 
time upon request by the Company supply to the 
Company periodical or special Reports Returns or 
other information. 

7. The Agent shall not and shall not he deemed 
to have authority to incur any liability or in any 
way pledge the Company’s credit or accept any order 
or make any Contract binding on the Company with- 
out the Company first approving the terms of such 
order or contract and the Agent having received 
in writing in the latter case the necessary authority 
thereafter to sign such contract. 

8. The Company reserve the right to themselves 
at all times to deal direct with any enquiry emanat- 
ing from the Territory and/or for ultimate delivery 
into the Territory received by them through financial 
connections or other connections of whatsoever 
nature and in the event of orders being accepted 
by the Company as the result of such enquiry the 
commission (if any) payable to the Agent shall be 
in the sole and absolute discretion of the Company. 

9. Subject to the due observance and perform- 
ance by the Agent of the provisions herein contained 
and on his part to be observed and performed and 
subject as herein provided the Company will credit 
the Agent with Commissions at the rates specified 
in Schedule “ A ” attached hereto upon the sales 
of the Products the orders for which emanate from 
and the ultimate deliveries of which are made into 
the Territory to he calculated on the net amounts 
received by the Company for those sales excluding 
the cost of all packing carriage ocean freight in- 
surance Customs Duties or other charges. 

10. The Company, will as soon as possible after the 
last days of March, June, September and December 
in each year furnish to the Agent an account show- 
ing the Commission credited to him for the quarter 
immediately preceding and will remit or credit 
ment therefor as soon as possible thereafter provided 
always that no Commission shall he credited to the 
Agent unless and until payment for the Products 
shall have been actually received by the Company 
but in cases where the Company receive instalments 
of the sales price the Commission shall he credited 
to the Agent in proportion to and as and when the 
Company receive cash. 

11. In the event of a Contract being cancelled 
owing to circumstances beyond the control of the 
Company or the price for such Contract being 
modified in any way whatsoever the Agent shall he 
credited with Commission only on such sums 
as are actually received and retained by the 
Company in respect of such contract. Where 
Compensation is received by the Company in 
respect of any cancelled Contract the Agent snail 
be credited with Commission on the net amount 
received and retained by the Company less the de- 
ductions provided for in clause 9 hereof. 


12. In the event of any moneys due to the Com- 
pany being paid direct to the Agent or if the Agent 
shall collect such moneys on behalf of the Company 
the Agent shall immediately remit such moneys in- 
tact to the Company or as the Company may direct. 
The Agent shall not be entitled to deduct from 
such moneys nor from any amount due by the Agent 
to the Company any Commission or expenses claimed 
by the Agent. 

13. In the event of the Products the order for 
which emanated from outside the Territory being de- 
livered outside the Territory for ultimate delivery 
into the Territory the Agent shall only be credited 
with one half of the Commissions provided for in 
Clause 9 hereof. 

14. No commission will be paid on any Order re- 
ceived after the termination of this Agreement not- 
withstanding that the Agent may have been con- 
cerned in or responsible for initiating the said order 
or whether quotations had been submitted during 
the period of the Agency or not and upon the termina- 
tion of this Agreement by effluxion of time or other- 
wise a List of Orders outstanding to that date for 
the Products upon which the Agent is entitled to 
Commission shall be supplied to the Agent by the 
Company and in the event of the Agent tailing to 
notify the Company of his acceptance of such List 
within thirty days after its receipt the Agent shall 
be deemed to have accepted such List. In the event 
of the Agent disagreeing with such List the Agent 
shall notify the Company of the reason for such 
disagreement within the said thirty days and 
failing agreement within a further thirty days the 
dispute shall be settled by Messrs. Deloitte Plender 
Griffiths & Company or other Auditor for the time 
being of the Company in accordance with clause 15 
hereof. The Agent shall notwithstanding such ter- 
mination be credited with Commission as and when 
the Company receive payments in respect to the 
Orders in such List. No commission shall be pay- 
able hereunder after such termination otherwise than 
in respect to the Orders included in the List. 

15. In the event of any dispute as to the accuracy 
of a Statement of Commission or anything con- 
tained therein or other account a Certificate signed 
by Messrs. Deloitte Plender Griffiths & Company or 
other Auditor for the time being of the Company 
shall be conclusive and binding upon both parties. 

16. The Company will pay to the Agent such ex- 
penses as may be included in Schedule ” B ” attached 
hereto or which may be sanctioned in writing from 
time to time by the Company. 

17. In the event of the Agent being requested to 
perform any special duty over and above that re- 
quired by this Agreement the Company agree to re- 
munerate him as they in their sole discretion think 
fit. 

18. The Company will at their sole discretion for- 
ward to the Agent free of charge catalogues and 
other publicity matter and particulars of new pro- 
ducts likely to be of interest in the fiirthei ance of 
business. The Agent shall distribute these cata- 
logues and other publicity matter as may be directed 
or otherwise make use of the information in the 
most advantageous manner. 

19. Upon the termination of this Agreement from 
any cause or at any time previous at the request 
of' the Company the Agent shall return to the 
Company or otherwise dispose of as the Company 
may instruct all catalogues samples pamphlets plans 
specifications or other documents or papers what- 
soever sent to the Agent and relating to the business 
of the Company and which he shall have in his 
possession or under his control. 

20. The Company shall have the right by giving 
notice in uriting to terminate this Agreement forth- 
with in any of the following events that is to say 

(n) If the Agent commits a breach of any of 
the terms and conditions of this Agreement. 

(b) If the Agent becomes insolvent or enters 
into liquidation whether compulsorily or volun- 
tarily or compounds with his Creditors. 

3 M 2 
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(c) If from any cause the Agent sJiall be 
prevented from performing his duties liereunder 
for a period of three consecutive months or for 
a total period of six months in any one period 
of twelve calendar months. 

(d) If the Agent shall be guilty of any conduct 
which in the opinion of the Company is 
prejudicial to the Company’s interests. 

(e) If the Agent purports to assign or charge 
the benefits of the Agreement without the 
written consent of the Company. 

(/) If any hostilities break out or are 
threatened or there be a revolution in the 
Territory which would he in the Company’s 
opinion detrimental to their interests. 

21. The Company shall not be responsible for acts 
or defaults of the Agent or those of his employees 
or representatives. 

22. Nothing in this Agreement shall constitute or 
be deemed to constitute a partnership nor shall the 
Agent act as a “ Principal ” in any transaction 
other than in the disposal of Consignment Stock. 

23. The Agent shall notify the Company 
immediately of any change of address from that re- 
ferred to in the heading of this Agreement or of 
any alteration in the constitution of his firm. 

24. All previous Agreements and arrangements 
made between the Company and the Agent are 
hereby cancelled. 

25. All correspondence and Notices to the Agent 
will he sent to the principal and last known address 
of the Agent and such correspondence and Notices 
shall be deemed to have been effectively served if 
left at or sent by Registered post or transmitted 
by cable telegraph or wireless telegraphy to the 
address aforesaid and if sent by post cable telegraph 
or wireless telegraphy shall be deemed to have been 
served on the day on which in the normal course of 
transmission they would be delivered. 


SCHEDULE OF GROUP 
ViCKHKS 
Total. 



£ 

s. 

d. 

South American Trade Annual ... 

£521 

0 

0 

1931. 




“Daily Telegraph’’ 16.2.31 

250 

0 

0 

“ Kurger Poranny ’’ (Poland) 

189 

0 

0 

“ Vickers and Vickers-Armstrongs News ’’ 

27 

19 

3 


£466 19 

3 

1932. 




“ Industria Britanica ’’ 

373 

6 

0 

“ Vickers News ’’ 

25 

0 

0 

“Anglo-American Trade Journal’’ 

22 

4 

0 

“ Assoc. Electrical Industries News ’’ ... 

45 

15 

8 

“Liverpool Journal of Commerce’’ 

8 

13 

5 

“ Scottish Trade Mission Ship Cata- 




logue ’’ 

4 

12 

6 

“ Vickers Limited and Its Interests ’’ ... 

144 

6 

2 

“ The Flag that Trade Follows ’’ 

145 

6 

6 

“ Times ’’ — British Industries Fair No. 

555 

0 

0 

“Morning Post’’ 

150 

0 

0 


£1,474 4 3 


26. All communications to the Company affecting 
this Agreement shall unless otherwise directed be 
left at or sent to the Registered Offices of the Com- 
pany as aforesaid. 

27. The words “ in writing ” whenever referred 
to in this Agreement shall be deemed to mean any 
communication sent by letter telegram cablegram or 
wireless telegraphy. 

28. Subject to the provisions of Clauses 14 and 15 
of this Agreement any dispute which may arise 
between the Company and the Agent touching the 
true construction of these presents or the rights and 
liabilities of either of the parties hereto shall as 
and when the same shall arise and unless otherwise 
herein expressly provided he referred to the decision 
of an Arbitrator in London to be agreed upon be- 
tween the parties or in default of agreement for 
fourteen days to be appointed at the request of 
either party by the President for the time being 
of the Institution of Civil Engineers and this shall 
be deemed to be a submission to Arbitration within 
the meaning of the Arbitration Act 1889 or any 
statutory modification thereof. 

29. This Agreement shall in all respects he con- 
strued and carried into effect as a Contract made 
in England and according to English Law. 

IN WITNESS whereof these presents are entered 
into on the date aforesaid. 

Signed for and on behalf of Vickers-Armstrongs 
Limited 


Director. 

Witness 


Signed for and on behalf of the Agent 


Witness 


ADVERTISING 1930-34. 


Limited. 

Total. 

1933. 

. £ s. d. 

“ Industria Britanica ’’ 

376 9 5 

“ Vickers Limited and Its Interests ’’ ... 
“ Financial News ’’ (British Export 

130 9 0 

Industries Supplement) 

192 10 0 

“ Assoc. Electrical Industries News ’’ 

56 14 7 

“ Vickers News ’’ 

23 13 11 


£779 16 11 


1934. 


“Industria Britanica” 


240 

0 

0 

“ Times Weekly Edition ” 


153 

2 

8 

“ Associated Electrical Industries News ” 

55 

3 

8 

“ Vickers News ” 


22 

3 

2 

“ Financial News ” (British 

Export 




Industries No. 1934) 


4 

0 

0 

“ Financial Times ” (Special 

Review 




No.) 

... 

2 

0 

0 


£476 9 6 


STANDARD AGENCY AGREEMENT. 
Vickers (Aviation) Limited. 


Dear Sirs, 

1. We hereby offer to appoint you our exclusive 
representatives for the sale of our aviation products 
(excluding armaments) for the country of 
on commission terms set out on the attached 
memorandum from the date hereof until determined 
(a) on or after the 31st December, 1934, by either 


party having given to the other 6 months’ previous 
notice in writing, or (6) forthwith at our option by 
giving you notice in writing, in the event of your 
failing to observe the conditions hereunder, becoming 
insolvent, or going into liquidation, or if you should 
be prevented for any reason from performing your 
duties hereunder, or if you should be guilty of any 
conduct prejudicial to our interests. 
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2. You undertake 

(a) To do your utmost to promote the sale of 
our aviation products, and not to be interested 
in the sale in or elsewhere of the avia- 

tion products of any other firm without our 
previous consent in writing. 

(h) To refer to us all enquiries you may re- 
ceive for aircraft and aviation materials of any 
kind whatsoever. 

(c) To report to us at least once a month 
particulars of any aviation developments in your 
territory. 

(d) To submit only such quotations as we shall 
give you and not to vary same without our con- 
sent; we having the right to refuse any order not 
in accordance with our quotation. 

3. Apart from telegrams necessitated by special 
and urgent business, or expenditure specially in- 
curred at our request, we are not to be responsible 
in any way for any expenses you may incur. 

4. Nothing in this arrangement shall be taken as 
giving you authority to pledge this Company’s cr^it 
or to enter into any contract without their previous 
knowledge and consent, or as constituting partner- 
ship relations between us. 

5. On the termination of this arrangement we 
shail only be liable to pay you commission as and 


when it shall become due o-n orders actually accepted 
prior to the date of such termination, and shall not 
be liable for any commission on further orders even 
though the customer may have been originally in- 
troduced by yourselves. 

6. You undertake to remit forthwith any sums 
received by you on account of goods supplied by ns. 

7. Any dispute which may arise touching the true 
construction of these presents shall be referred to 
the decision of an arbitrator in London to be agreed 
upon between the parties or in default of agree- 
ment for fourteen days to be appointed at the re- 
quest of either party by the President for the time 
being of the Institution of Civil Engineers and this 
shall be deemed to be a submission to Arbitration 
within the meaning of the Arbitration Act 1889 or 
any statutory modification thereof. 

8. The terms of this arrangement are to be con- 
strued in accordance with English Law. 

9. Your acknowledgement accepting the terms of 
this letter is sufficient for our purpose to constitute 
the agreement between us. 

Yours faithfully. 

For Vickers (Aviation) Limited, 

Secretary. 
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Statement submitted by the English Steel Corporation, Ltd., with reference 

TO EVIDENCE OF THE UNION OF DEMOCRATIC CONTROL 


[Note.— To facilitate ready reference to the 
printed Minutes of Evidence taken before the Com- 
mission, of witnesses on behalf of the Union of 
Democratic Control, the headings and sub-headings 
(except in Part IV, Chapter 2) as used therein 
have been taken for the purposes of this State- 
ment.] 

In submitting this Memorandum in reply to the 
Statement of Evidence taken by the Commission on 
behalf of the Union of Democratic Control, on the 
17th and 18th July, 1935, so far as it relates to the 
Heavy Armament Industry, The English Steel Cor- 
poration, Ltd., venture to put forward the following 
observations, for the consideration of the Com- 
mission : 

The Statement of Evidence prepared on behalf 
of the Union of Democratic Control was put before 
the Commission by the Right Honourable Sir William 
Jowitt, P.C., K.C., as representative of the Union. 
As was to be expected from one of his eminence and 
standing, he frankly admitted in his opening remarks 
that the Union, whose representative he was before 
the Commission, was a Socialist body whose views 
might be coloured by their political and economic 
convictions (page 137). He further, in reply to a 
question by the Chairman of the Commission, stated 
that bo was not in a position to call evidence in 
support of the statements which he was instructed 
to put in affecting the Heavy Armaments Industry 
(page 146, col. 1). 

In these circumstances, the English Steel Cor- 
poration, Ltd., submits that it might well refrain 
from making any reply to the incorrect and mis- 
leading statements put forward by the Union of 
Democratic Control and the unjust accusations 
founded thereon. 

The English Steel Corporation, Ltd., has, however, 
out of respect for the Commission, determined to 
submit the following short reply dealing with some 
of the points put forward by the Union of Democratic 


Control. Unlike the Union of Democratic Control, 
the English Steel Corporation, Ltd., is in a position 
to produce evidence in support of its Memorandum, 
and would welcome the opportunity of doing so, 
should the Commission consider this necessary. 

PART III. 

The Financial Aspects op the Armament Industry. 

On page 169, col. 1, the Union of Democratic 
Control, referring to the purchase of nickel, indicates 
a procedure which it is suggested could be follo.wed 
to inflate prices artificially and show several profits 
arising from the one transaction. In practice no 
such procedure exists. 

It is also stated that the nickel rebate is con- 
cealed from the Government at the point where the 
nickel in its raw state is sold to E.iS.C. This is not 
so. The matter is more fully dealt with later in this 
reply in the comments on nickel. 

In the next paragraph reference is made to various 
firms which are alleged to be part of the Vickeis 
Group, and which have a number of directors 
common to all, and it is stated that these directors 
will have fees from each concern. It may be of 
interest to the Commission to learn that within the 
Vickers Group no director or official who sits on the 
Boards of subsidiary or associated companies, or 
companies in w'hich the Vickers Group has a con- 
trolling financial interest, is allowed to retain any 
of the directors’ fees in respect of such appointments. 

PART IV. 

The Armaments and Munitions Industry. 

Chapter I . — The Iron and Steel Industry. 

(a) Geographical. {Page I7I. Col. 1.) 

Under this heading it is stated that apart from the 
coal of South Yorkshire being very suitable for steel 
making, Sheffield has no economic advantage m the 
production of high grade steels over the remainder 
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of the country. Proximity to suitable coal is a very 
important factor, as ■will be apparent wben it is 
realised -that in tbe Sheffield Works of English Steel 
Corporation 295,000 tons of coal are used in a year 
against only 55,000 tons of pig iron. The weight of 
steel products delivered to customers is 100,000 tons. 
In addition every practical manufacturer knows that 
staff and labour facilities are of the utmost im- 
portance and in Sheffield a large proportion of the 
population is by tradition and inheritance steel- 
minded. From the metallurgical point of view, 
Sheffield’s scientific and technical standing in the 
world is unquestioned. 

(b) Technical. 

On page 172, bottom of col. 1, an example is given 
of the composition limits said to be used for gun 
tubes made from nickel chromium steel, the limits 
being given as follows: — 

Per cent. 

Carbon -36 to -37 


Silicon 

Manganese 

Nickel 

Chromium 


•12 to 
•60 to 
3-5 
•25 


•15 

•70 


and it is further stated that the steel would be 
rejected as unsuitable for gun tubes if found to be 
outside these limits, whereas the commercial steel 
would pass if say the carbon content were -40 per 
cent. This is incorrect. The steel used for gun 
forgings is generally the same as E.S.C. Vibrac 
V.30, Nonhrit, or Super V.N.C.A., and the limits 
are necessarily just as rigid for commercial work as 
for armaments, owing to the highly stressed nature 
of the articles for which such steels are supplied. 
Actually commercial steels, particularly of the air 
hardening variety, are frequently made to even 
closer limits of composition than those actually stated 
in Service specifications. 

In the next paragraph, it is said “It is seldom 
that an ingot is passed on to another department 
without being cooled to an almost atmospheric 
temperature.” This is not correct as regards the 
manufacture of many grades of highly alloyed steel 
as the risk of defects is greatly reduced by taking 
an ingot hot from the mould to the re-heating 
furnace. 

This point is of importance in considering the 
practicability of segregating the manufacture of 
armament steels as the steel melting has to he 
synchronised with the availability of the annealing 
and re-heating furnaces, and in view of the long 
time the ingots are in these annealing furnaces 
(■from 24 hours to three weeks) it would be im- 
practicable economically to deal with the whole of the 
output from the melting furnaces in this manner. 
It is essential to have an outlet for the balance of 
the steel melted. Private enterprise gets over this 
difficulty by disposing of the surplus steel in the 
form of commercial ingots and rolled products. 

Froduction of Armaments. 

On page 173, col. 1, it is suggested that the use 
of Swedish pig iron is practically confined to steels 
intended for armaments purposes. This is not cor- 
rect as much of the Swedish pig purchased is used 
in commercial steels for products such as pipe 
moulds, electrical rotor forgings, etc. Even in 
armaments steels a considerable portion of the pig 
iron used is British. 

At the foot of col. 1 comments are made regarding 
the effect of manganese in gun steel and though the 
point is not perhaps of great importance, the state- 
ments are entirely incorrect. The non-warping and 
non-shrinking steels containing manganese are in 
an entirely different category to nickel-chromium- 
niolybdenum steels, the chief functions of manganese 
in the latter type being to de-oxidise the steel prior 
to casting, and to combine with the sulphur which 
is present in all steels as an impurity. 

At the end of the same paragraph an example is 
given of the average composition of armour plate 
steel, ^ but this example is obviously based on the 
practice of years ago and is given apparently with- 
out knowledge of modern practice. 


It is also stated on this page (col. 2, para. 2), 
that “it is after the ingot stage that arms 
steel • . . passes through certain operations which 
definitely separate it from the commercial steels.” 
This is not correct, as for example, the forging 
operations for a large alloy steel shaft and a 
moderate size gun tube are identical and the 
same precautions during heating and cooling have 
to be taken in both cases. 

The above examples are sufficient to indicate that 
the Union of Democratic Control is inaccurate in its 
technical evidence, and particularly in its contention 
that armament steels are entirely different from com- 
mercial steels. In fact the use of highly alloyed 
steels is increasing very rapidly and, as will be 
shown, the same types of steel, especially nickel- 
chromium-molybdenum, are used for both armament 
and commercial purposes. 

On page 174, col. 1, in referring to E.S.C. it is 
stated that the “ lathes ” (presumably more than 
merely lathes is meant) required for gun manufac- 
ture are unsuitable for commercial work and vice 
versa, and it is inferred that machines relatively 
slow and therefore more costly in operation are used 
in gun manufacture. This is not the case and with 
the exception of rifling machines which are ex- 
clusively used for guns, modern efficient machine 
tools are suitable for either gun or commercial work. 
The fact that many old machines have been rejilaced 
by modern tools is merely part of the policy of 
modernisation which has been carried out during 
the past three years and which is still in progress. 
The resulting economies in production costs are of 
course of benefit to the consumer, irrespective of 
whether the product is armament or commercial. 
The finish demanded for commercial work is quite as 
high as for guns, and an assurance has been given 
to the British Admiralty that in these machines, 
at present engaged on commercial work, E.S.C. 
retains the equipment necessary for the efficient 
manufacture of guns in time of national emergency. 

Then in speaking of the armour plant at Cyclops 
(page 174, col. 2) it is stated that last year it was 
opened out for cleaning and overhauling on the 
granting of a sum of £5,000 from the Government 
and further that it is now maintained in working 
condition by a Government grant of £1,000 per 
annum. No grant of any kind has been made by the 
Government nor has any application been made by 
E.S.C. for such assistance. Periodic overhaul and 
continual maintenance is necessary to maintain the 
plant in suitable condition for operating should this 
be necessary at any time to implement the under- 
taking to the Admiralty that E.S.C. will maintain 
sufficient plant for a specified maximum outpiit 
capacity. 

The inaccuracies in the division of departments 
between those wholly engaged in armament work and 
those only partially employed on such work are prob- 
ably of little imjjortance but it is stated, under the 
heading of “ Service Departments ” (page 175, 
col. 1) that the so-called armaments departments 
are practically self-contained as regards services 
such as hydraulic and pneumatic power, gas, water, 
steam, etc., and that a withdrawal of armament 
work would involve iro appreciable increase in the 
cost of such services. Actually the reverse is the 
case as the various services are for the most part 
common to all departments and the "withdrawal of 
any class of work would inevitably mean a greater 
burden of service charges to bo borne by the remain- 
ing products. 

Chapter 2 . — The Heavy Armaments Industry. 

In this chapter considerable insistence is laid on 
the fact that the steel companies engaged in the 
manufacture of armaments are interested — either by 
themselves or with others — in the provision of 
certain essential raw materials, and particular 
mention is made of pig iron, nickel, silica bricks 
and electrodes. 

Fig Iron. 

The reference to the interest of the Darlington 
Forge Ltd., in Carnforth, is misleading, as the 
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percentage used of pig produced by Carnfortb was 
almost negligible, and in any case it has not pro- 
duced pig iron since a date prior to the Darlington 
Forge being taken over by English Steel Corpora- 
tion. E.S.C. could not, therefore, be considered to 
bo interested, and as a matter of fact it (in com- 
mon with many other steel companies) purchases its 
requirements in the open market. 

Nickel. 

There are only two main sources of supply of 
nickel, viz. ; Canada and New Caledonia. In the 
early days of the use of nickel, the latter deposits 

^vhich are controlled by French interests — were 

relatively much more important than is the case to- 
day. Nowadays for all practical purposes the Inter- 
national Nickel Company of Canada can be regarded 
as a monopolist. 

When nickel was first used in steel the French 
were the principal suppliers. It was therefore 
essential to safeguard the requirements of the 
British steel makers, and this was the reason for 
the formation of the Steel Manufacturers’ Nickel 
Syndicate which made an agreement with the 
French suppliers. The reason why the armaments 
firms are the only British members is, of course, 
that in the early days very little nickel was used 
in steel works for any purpose other than arma- 
ment steels (principally armour plate). The position 
is very different now, and it may be of interest to 
know that so far as the British members of the 
Syndicate are concerned less than 20 per cent, of 
their nickel purchases are used for armament steels. 

The Syndicate now exists solely in order»to secure 
the benefits to be derived from collective buying, 
and a sliding scale of rebates is in operation based 
on the total purchases of the members. The Nickel 
Syndicate makes no profit, the full amount of the 
rebate being passed on to the individual members. 
The statement by the Union of Democratic Control 
that such rebates are concealed from the Govern- 
ment auditors is totally incorrect. 

The evidence may have been intended to imply 
that a purchasing arrangement of this nature tends 
to inflate prices and is evidence of inefficient buying. 
Actually the contrary is the case, as the terms 
secured by the Syndicate are more favourable than 
can be obtained by other British producers 
negotiating as individual firms in the open market, 
and the benefit of the arrangement accrues to the 
Government in so far as armament products are 
concerned. 

Silica Bricks. 

It is true that English Steel Corporation holds 
39,000 of the 177,800 shares in The Oughtibridge 
Silica Firebrick Co., Ltd., but E.S.C. has no interest 
in the Parkgate Iron & Steel Co., although the evi- 
dence states that their interests in this Company 
through Vickers give them another 19,500 shares. 
The Oughtibridge ComiDany has no concern with 
armaments, and the bricks are used for the lining 
of steel furnaces irrespective of the class of steel 
being manufactured. 

Electrodes. 

Electrodes are used in certain types of electric fur- 
naces, and in the early days this country was entirely 
dependent on, imported electrodes. During the War, 
at the request of the British Government, a number 
of Sheffield steel manufacturers formed a company 
for the purpose of manufacturing electrodes, as the 
previous sources of supply from abroad were not 
available. With the increasing severity of engineer- 
ing specifications the use of electrically melted steel 
has developed considerably and is likeb' to continue 
to do so. In these circumstances it is of the utmost 
importance that there should be a supply in this 
country of suitable electrodes. 

It is only in recent years that electric steel has 
been used for armament purposes, and the propor- 
tion is still very small. 

Bigh Speed Steel Alloys, Ltd. 

Tills Company was formed in 1914, at the request 
of the Government, on the outbreak of the War, by 


a combination of 31 makers of high speed steel. 
At that time there was no factory in the United 
Kingdom producing tungsten which had up to the 
outbreak of hostilities been purchased entirely from 
Germany, and the first consideration of the Com- 
pany was to manufacture tungsten metal — an essen- 
tial ingredient of high speed tool steel. After the 
War production of tung.steu, vanadium, and 
molybdenum was placed on the list of key 
industries and the post-war activities of H.S.S. 
Alloys, Ltd., have been gradually extended to 
cover these and other essential alloys. The 
work of this Company has been of enormous 
importance in developing the use of alloy steels with 
resulting advantages in a variety of ways, particu- 
larly to the automobile, aircraft, chemical and 
general engineering industries. 

The shareholders are not all engaged in the manu- 
facture of armament steels, and only a very small 
proportion of the products of the Company is used 
for this purpose. 

The High Speed Steel Mining Company, to which 
reference has been made, exists for the piurpose of 
mining wolfram ore for the subsequent production 
of tungsten. 

Why such things as the manufacture of electrodes 
and silica bricks and the arrangements which exist 
for the provision of commercial alloys should be 
linked with the manufacture of armaments, is by no 
means clear, but presumably the intention was to 
find support for the unfounded allegations of a 
sinister armaments ring by showing that in certain 
directions of only secondary importance the makers 
of armament steels have points of common interest. 

There would appear to be a regrettable inability 
to appreciate that perfectly normal and innocent 
commercial arrangements can be entered into by 
ai-maments manufacturers without dishonesty of 
ljurpose. Incidentally it may be pointed out that 
these arrangements are greatly in the national 
interests. 

PART VIII. 

The Phacticability of the Prohibition of the 
Private Manufacture and Trade and the 
Institution of a State Monopoly. 

No detailed technical attempt has been made to 
show how nationalisation could be achieved and the 
very real and practical difficulties have been entirely 
ignored. 

Take, for instance, the suggested segregation of 
armaments steels in a state-owned steel works. On 
page 206, col. 2, it is stated that the differences 
between the production of steel for armaments and 
that for commercial products start from the time 
the raw metal is placed in the furnace, and it is 
later argued (page 207, col. 2) that it would be 
economical to separate the manufacture of armament 
steels from that of commercial steels. As an example 
of the inaccuracy of this statement it may be stated 
that Vibrac and Nonbrit steels (both products of 
E.S.O.) are used for torpedo air vessel forgings and 
also for certain classes of high tensile gun forgings, 
while their commercial uses include such things as 
locomotive connecting and coupling rods, mandrel 
bars for the Pilger process, high pressure reaction 
vessels, and crankshafts, axleshafts, geai-s and many 
other parts for the automobile industry. 

Similarly the composition of E.S.O. bullet proof 
plates is the same as their super V.N.C.A. steel. 

These are merely typical examples to show that 
there is no essential difference between many tjpes 
of armament steels and those used for commercial 
products, and as a matter of fact the nickel- 
chromium-molybdenum type of steels is now used 
more extensively for commercial than for arma- 
ments purposes, the compositions of the steels being 
in very many cases identical or so similar that one 
could be substituted for the other. In these circum- 
stances it will be appreciated that the develop- 
ment of these special steels can much more readily 
be carried out in a works dealing with both com- 
mercial and armament steels than could be the case 
if armament steels alone were being made. Not only 
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so, but having regard to the preponderance of com- 
mercial work it is fair to say that the technical de- 
velopment in these steels is in considerable measure 
due to their commercial applications. 

On page 206, col. 2, it is stated that the segrega- 
tion of armament steels should include the manu- 
facture of castings for turbines, gun mountings, 
etc., and ship castings. It would be quite im- 
possible without supplementary commercial work to 
provide a foundry capable of supplying these 
articles and maintain anything like reasonable con- 
tinuity of employment. Not only would the skilled 
personnel frequently be idle for long periods but the 
cost would he anything but economical. 

Losses Dub to the Joint M.imirACTUBE op Arma- 
ment AND CoMMERCI-AL StEELS IN PRIVATE 
Factories. 

Under the headings of technical losses and com- 
mercial losses, serious criticisms are made of the 
lay-out and general control of E.S.O. 

It is regrettable that general statements of this 
kind should be put forward without evidence being 
produced in support of them. 

1. TForfcs layout. 

Under the heading of “ Works layout ” it is said 
that the River Don — 

(1) Provides a supply of cheap water. This is 
agreed. 

(2) Is a barrier to efficient works layout and a 
hindrance to internal transport. This is not 
correct as adequate communication is obtained by 
means of bridges to the two departments which 
are on the south side of the river. In any event 
the comment is irrelevant as the whole of the 
armament steel plant is on the north side. 

(3) Is in annual flood. This also is incorrect 
and no serious flooding has occurred for some 
years. 

Also the statement “ that E.S.C. have spent over 
£1,000,000 this last two years on new plant and 
buildings, hut it has heen a policy of tackling the 
different manufacturing units one by one without 
due regard being paid to the whole,” is not in 
accordance with the facts. No responsible Board of 
Directors lightly embarks upon such large expendi- 
ture of shareholders’ money. The suggestion may 
be regarded by the Commission as being of im- 
portance in that it bears on the efficiency or other- 
wise of the private contractor, and therefore it may 
be as well to state now tbat no new expenditure 
has been incurred without the Directors being satis- 
fied that the project concerned fitted into the com- 
plete scheme of reconstruction. 

2. Administration. 

Steel firms do not claim that administration on 
armament steels is greater than on commercial 
steels of the same type. What they do claim is that 
the administration necessary for special, steels, which 
comprises both armament and commercial steels, is 
greater than for low grade steels, because the special 
steels pass through so many and varied operations 
and elaborate precautionary measures are essential 
at all stages, resulting in costly technical control. 

The deciding factor in cost of administration is 
the number and variety of operations and not the 
range of products. There is, therefore, no justifica- 
tion for stating that segregation of armaments 
steels would reduce the administrative difficulties. 

\ ickers Limited, being a Holding Company, has 
(beyond a very small expenditure on group ad- 
vertising) no selling costs and, therefore, it is in- 
accurate to suggest that the prices charged to the 
Government for armament steels include any pro- 
vision whatever for such selling costs. 

3. Material control. 

The comments under the heading of “ Material 
control ” (page 207, col. 2), are made with in- 
sufficient knowledge of the problem. There is no 
difficulty in a well-organised works in separating 
and controlling the various types of scrap and 
materials and there is certainly no necessity to limit 
the number of brands on this account. The 


absurdity of remelting steel a few months old be- 
cause records are expensive to maintain in an up- 
to-date condition will be appreciated when it is 
realised that the average value of steel stoclis at 
E.S.C. is nearly £300,000 while the cost of keeping 
accurate and up-to-date records is only a matter of 
£2,000 per annum at the most. 

4. Comipromise in plant. 

Similarly the remarks regarding “ Compromise in 
plant ” (page 207, col. 2), and the conclusions drawn 
therefrom show a lack of understanding of the 
problems confronting the manufacturer of special 
steels. In the first place the manufacturers of high 
class armament steels do not make the cheaper com- 
mercial steels, as is inferred, and consequently the 
comment as to the absurdity of such a procedure is 
entirely irrelevant. 

It must be understood that as armament and 
general engineering steels are produced in the same 
steel-making plant, an advanced technique must be 
applied which permits the employment of the latest 
physical chemistry of steel re-actions. Such condi- 
tions involve increased costs which the market prices 
of the cheaper steels could not carry. A large elec- 
trical rotor shaft is in its way as important as a 
large gun tube, and the steel of which these and other 
large and small forgings are made must obviously 
have the advantage of the best technique. Thus 
whether E.S.C. steels contain special alloys or not, 
they are on an entirely different plane to the millions 
of tons of cheaper steels .which constitute the bulk 
of the country’s steel production. 

The laj-»out of the works and the size of the melting 
furnaces and other plant must have regard to the 
varied products which have to be produced. The 
size and running costs of the melting furnaces could 
not be reduced if only armament steels were being 
manufactured, and indeed the Union of Democratic 
Control themselves suggest (page 209, col. 2) that a 
State-owned factory would probably be equipped with 
open hearth steel melting plant of approximately 
the size of the present E.S.C. plant. This in itself 
is not in accord with the statement that armament 
steels are burdened unduly with the cost of equip- 
ment for commercial products. 

The manufacturing procedure and consequently 
the physical movement between departments varies 
for each job, and while one product may require no 
special heat-treatment another may require as many 
as three or four at different stages of manufacture. 
It will be appreciated, therefore, that efficient lay- 
out must have regard to concentration of operations 
and that the products do not lend themselves to a 
straight run-through on mass production lines. 

This would still be the case if only armament pro- 
ducts were being manufactured, and the fact that 
transporting material between certain departments 
involves crossing a road (page 207, col. 1) is of no 
moment as crossing a road is no more difficult than 
crossing a yard. Incidentally the Union of Demo- 
cratic Control themselves say there is no reason 
(page 171, col. 2) why specialisation should not be 
carried further if desired, and presumably this means 
specialisation by concentration on processes or 
operations. 

5 General Inefficiency. 

It is stated that the rapidity with .which works 
were closed down (page 208, col. 1) cost thousands 
of pounds, but it would be more correct to say that 
thousands of pounds were saved by such action. It 
is incorrect, however, to say that the Penistone 
Works were closed down overnight. The closing 
down process actually took over three months to 
complete. To turn the stocks of raw materials into 
ingots would obviously have been unwise having 
regard to the fact that the businesses for which such 
ingots could be used were being given up. 

Specific reference is made (page 208, col. 1) to the 
motor car crank department and it is stated that 
machines were moved from Attercliffe to Grimesthorpe 
at a cost of not less than £15,000 and later moved 
to the East Machine Shop again at a cost of 
thousands. The first move was necessary on account 
of the Attercliffe Works being sold, and the cost 
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of the removal was £2,811, which expenditure was 
catered for in the selling price of the works. The 
subsequent transfer, which was part of the complete 
scheme of reconstruction, cost £1,557. 

Page 208, col. 1. It is true that some years ago 
consideration was given to the possibility of erecting 
an entirely new works in a different part of the 
country, but the fact that the scheme was turned 
down is not evidence of inefficiency. On the contrary, 
it shows that such a line of development has not 
been overlooked, but has been very fully investigated. 

CojiMEiiciAiy Losses. 

1. Capital losses. 

The comments on the state of E.lS.C. plant in 1932 
(page 208, col. 2) are exaggerated. It is stated that 
charges were often composed of 25 per cent, scrap 
and 75 per cent, pig and that as pig iron cost double 
the iJrice of scrap this is further evidence of the 
inefficiency of the plant. Mixtures of these propor- 
tions were exceptional and were used only for certain 
casts of steel for a particular purpose. As the cost 
of pig has been for many years past within a few 
shillings of the cost of scrap of similar sulphur and 
phosphorous content, the procedure was justified 
technically and economically. The furnaces were 
throughout the whole of their life capable of melting 
steel with normal proportions of pig and scrap, and 
in fact did so. 

It is inaccurate to say that the works were in a 
pitiful state. It was known that parts of the works, 
such as the melting furnaces, required reconstructing, 
but this was purposely delayed until a complete 
scheme was prepared. Precipitate action would 
obviously have been unwise. 

Then to say that Cyclops was in no condition to 
commence the manufacture of armour plate im- 
mediately is misleading. The armour plate plant at 
Cyclops has been maintained in working condition 
throughout and could always have been started up 
in ample time to deal with the processes for which 
it is retained. 

Plant does become obsolete whether it be 
operated by the State or by private enterprise, and 
the fact that the situation has been effectively 
tackled is not evidence of inefficiency, but quite the 
reverse. 

2. Budgeting . 

It is asked (page 208, col. 2) wdiat budgeting or 
planning could be carried out at E.S.C. where the 
annual turnover from 1930 onwards varied from 
£1,300,000 to £3,000,000. The answer is that annual 
budgeting does occur and is essential to the success- 
ful conduct of any business which depends on obtain- 
ing its fair share of trade in competitive markets. 
It is said that the prices charged to the Government 
are influenced by costs of production, which is true, 
but it is inferred that production costs are in turn 
influenced by the volume of business obtained, which 
is only half-true. Costing in a steel-works consists 
very largely of the application of overhead charges 
and in times of depression the practice is to charge 
to production only the normal rate of overheads, 
leaving the unabsorbed balance as a debit against 
profit and loss. In other words the losses due to 
depression in trade are borne by the shareholders 
and not by the customer. The contention of the 
Union of Democratic Control is, therefore, in this 
instance as in so many others, definitely incorrect, 
but it may be pointed out that if armament steels 
had been made in a State-owned works, the Govern- 
ment w'ould have had to bear the burden of un- 
absorbed charges which have been carried by the 
private manufacturer and without the assistance of 
commercial work the amount would have been very 
much greater. 

3. Depreciation. 

Under the heading of “ Depreciation ” (page 208, 
col. 2, and page 209, col. 1), it is stated that the 
rate of depreciation in respect of plant for the 
manufacture of armament steel cannot be so high as 
for commercial and it is further stated that since 
methods of manufacture in armour plate and guns 
change but little, there is not the same tendency for 


machines to become obsolete. Actually manufactur- 
ing methods do change as there is continual tech- 
nical development in armour plate and guns just 
as there is on commercial work. Armament products 
call for great accuracy in steel analyses, control of 
temperature in heat-treatment and close dimensional 
limits in manufacture, and these factors necessitate 
the installation of new and up-to-date plant just as 
frequently as in the case of commercial products. 

It is incorrect to say that armour plate plant 
has a much longer useful life than general machinery. 
For instance a commercial forging press will last 
just as long as an armour bending press and a com- 
mercial planing machine as long as an armour 
planing machine. Moreover the opportunities for 
recovering depreciation are less in the case of 
specialised plant such as is used for armour, than 
for general commercial plant. An instance of this 
is the 12,000 ton bending press at Cyclops Works. 
This was installed in 1914 at a cost of over £60,000 
for dealing with very thick armour plate. Since 
that date the only ships equipped with armour 
necessitating the use of this press were “ Hood,” 

“ llodney ” and ‘‘ Nelson,” and these were the only 
opportunities for its economical employment. 

Machine tools are only a small part of the plant 
required. The life of individual machines, of course, 
varies enormously hut this is equally true of all 
plant. 

Actually depreciation is not included in production 
costs and the standard overall rate of 7J per cent, is 
that allowed by the Inland Revenue for Income Tax 
puiqjoses. 

4. Associated companies. 

Under the heading of “ Associated companies ” 
(page 209, col. 1), it is said that last year the 
management of the machine department in E.S.C. 
was forced by higher authority to buy certain new 
lathes from Craven Brothers, although it was a well- 
known fact that their lathes were vastly inferior 
in quality and purpose to others w'hich had been 
offered. This is definitely untrue. Ci-aven Brothers 
have supplied only a small portion of the new 
machine tools which have been installed, and the 
lathes which were purchased from them were chosen 
in fair competition with other manufacturers. 

Reference is also made to the reciprocal trading 
between E.S.C. and the Stanton Coal & Iron Com- 
pany, and it is stated that this results in inefficiency 
in that Stanton coal has been used in certain depart- 
ments where it wms by no means the most suitable, 
because all coal had to be purchased from this source. 
This again is incorrect, and in fact over the last 
five years only 40 per cent, of the total coal require- 
ments has been obtained from Stanton. Very great 
attention has been paid to the t 3 ’pes of coal most 
suitable for the various items of plant and careful 
study and investigation over a long period of years 
has resulted in very complete information being 
available in this important matter, and Stanton coal 
is the most suitable for the purposes for which it is 
used. 

5. Monopoly. 

In the remarks under the heading of “ Monopoly ” 
(page 209, col. 2) details are given of the steel pro- 
ducing plant existing in 1929 at the time of the 
formation of English Steel Corporation, and com- 
parison is made with the present-day equipment in 
order to show that E.S.C. w'ould have to seek assist- 
ance at a very early stage of an abnormal demand. 
The comparison, given as it is in numbers of fur- 
naces, is misleading. In the first place the five open 
hearth furnaces previously in existence at Penistone 
works are of no importance in this connection, as 
although they were installed primarily for the pro- 
duction of common shell steel they were used only 
for the production of tyre and axle .steels, rail 
steel, boiler plate steel and other low grade steels. 
E.S.C. has given up the business in all these steels 
with the exception of tyres and axles, the manufac- 
ture of which was transferred to Taylor Brothers at 
Manchester, who have correspondingly increased 
their melting capacity. A comparison of the num- 
ber of furnaces is obviously valueless pnless the 
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capacities are given, and it would be no more mis- 
leading to accuse a man of having lost money by 
changing five separate shillings for two half-crowns. 

In computing the maximum output to be derived 
from open hearth furnaces, it is usual to reckon 
44 working weeks per year, and on this basis and 
excluding the Penistone furnaces which have been 
dealt with, the maximum capaeity of the furnaces in 
existence in 1929 was 270,750 tons per annum. The 
capacity of the present furnaces is 288,000 tons per 
annum. 

This statement of present eapacity does not take 
into account the plant at Darlington Forge, which 
is capable of producing an additional 40,000 tons per 
annum. 

The Union of Democratic Control states that the 
steel producing capacity of E.S.C. and Darlington 
Forge can amount to no more than 200,000 tons per 
annum (actually it is well over 300,000), yet shell 
steel alone demanded If million tons per annum 
during the later part of the War. It is apparently 
not realised that the plant of E.S.C. would not be 
devoted to the production of common shell steel of 
the type to which the If million tons referred. This 
would, as in the last War, he obtained largely from 
basic furnaces of a type totally unsuitable for pro- 
ducing the special armament steels which E.S.C. 
manufactures. 

Page 210, col. 1. Other matters which have been 
mentioned to support the alleged inefllciency are 
that E.S.C. has no fuel expert in its employ and 
“ that the maximum efiiciency of any of its hydraulic 
pumps reaches the princely figure of 23 per cent.” 
The truth is that all fuel research comes under the 
direct control of the Chief Research Chemist, and as 
regards the hydraulic pumps, it would appear that 
the information obtained by the Union of Demo- 
cratic Control is incorrect. The hydraulic installa- 
tion is modern and gives about 85 per cent, 
efiiciency which is as high as can be obtained from 
a service of this nature; the installation challenges 
comparison with any similar plant. 

The Union of Democratic Control puts forward 
such examples (page 207, col. 1) to demonstrate that 
inefficiencies are inherent in the system of private 
manufacture. It is submitted on behalf of E.S.C. 
that the foregoing remarks dispose of the allegations 
of inefficiency and other inaccurate statements put 
forward by the Union of Democratic Control. 

During the past three years large sums of money 
have been expended on the reconstruction of the 
works. The open hearth acid steel making plant 


at Vickers works has been entirely i-e-built and the 
most modern types of furnaces and appliances have 
been installed. The plant is admittedly the most 
up-to-date in the country. The electric melt.-ng 
furnaces are also being replaced with the verv 
latest types of arc furnaces of considerably greater 
capacity. 

The heavy and medium forging plants have 
already been partially reconstructed and further im- 
provements are now in progress. A large 7,000-ton 
hydro-electric forging press has been installed and 
this is the fastest press of its type in the world. 
Four other presses are being converted to electric 
drive to increase their speed of operation and con- 
sequently their output capacity. In the heat- 
treatment department improvement has been made 
and modern town-gas furnaces and automatically 
controlled electric furnaces have been put into 
commission. The machine shops have been com- 
pletely reconstructed and high speed modern 
machine tools have been installed. Similar improve- 
ments have been carried out or are in progress in 
the drop stamping department, rolling mills, 
foundry, and other departments, in pursuance of 
the policy of the E.S.C. to have available a works 
equipped with the most modern plant. 

Research is of considerable importance in highly 
technical industries such as ours, and concurrently 
with the development in the works, special atten- 
tion was given to this phase of the activities of 
E.S.C. In 1931, Sir J. J. Thomson, P.R.S., did 
E.S.C. the honour of officially opening the extensions 
to their research laboratories, which now compare 
favourably in scientific equipment and personnel 
with any similar organisation in the country. 

In the programme of reconstruction the E.S.C. 
has never lost sight of the possible requirements ot 
the British Government in times of emergency, and 
the appropriate Government Departments are fully 
posted in regard to potential capacity. 

The segregation of armament and commercial 
steels is impracticable and a State-controlled arma- 
ments factory with no commercial outlet for its 
surplus steel, could not economically produce the 
Government’s requirements of armament steels. 

Not only so, but the plant necessary adequately to 
meet the national requirements in time of emer- 
gency would be such that, without an alternative 
commercial market, it would be impossible in normal 
circumstances to ojjerate it at anything like the per- 
centage of capaeity necessary to keep together the 
highly trained staff and experienced workmen, 


APPENDIX 11. 
(See Q. 1848). 


Memorandum submitted by Messrs. Vickers Ltd., 

RELATING TO THE PlACENCIA DE LAS ARMAS COMPANY, 
Limited. 


The annexed schedules show the profits of the Placencia 
de las Armas Company, Limited, for the 5 years ended 
31st December, 1934. They have been numbered 
Appendix 4 (a) Supplementary, and Appendix 7 Supple- 
mentary to accord with the numbers attached to the 
schedules originally submitted dealing with the Group as 
a whole. 

With regard to the details of investments, the Placencia 
Company holds shares only in Experiencias Industriales 


S.A. The particulars regarding this holding were in' 
eluded in Appendix 8 to Statement No. 3 enclosed with 
our letter dated 21st October, 1935. 

During the relevant period the whole of the issued 
capital of The Placencia de las Armas Co., Ltd., of course, 
was held by Vickers-Armstrongs Limited. 

Wo have now obtained a certificate from the managing 
director of the Placencia Company to the effect that 
during the years in question the whole of the deliveries 
of armaments were made to the Spanish Government 
directly, or indirectly through La Sociedad Espanola de 
Construccion Naval. 

J. Reid Young. 

30th January, 1936. 
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Appendix 11 — conti. - - 

PLACENCIA DE LAS ARMAS COMPANY LIMITED. 

Appendix 4 (a). Supplementary . — Statement SHOWiNa declabed and adjusted profits for the five years ended 
31st December, 1934, and an estimate of the proportion attributable to the production of arms 

AND MUNITIONS OF WAR. 



Amount of 
declared profits. 

Add Adjustment 
of financial 
transactions. 

Adjusted profits. 

Proportion of adjusted 
profits attributable to 

Commercial. 

Armaments. 





Loss. 

Profit. 


£ 

£ 

£ 

£ 

£ 

1930 

6,363 

12,510 

18.873 

1,610 

20,483 

1931 

1,654 

4,479 

6,133 

1,918 

8,051 

1932 

294 

4,685 

4,979 

1,840 

6,819 

1933 

702 

1,217 

1,919 

2,660 

4,579 

1934 

2,002 

942 

2,944 

7,891 

10,835 


£11,015 

23,833 

34,848 

15,919 

60,767 


Appendix 7. Supplementary . — Particulars of agreements with other firms engaged in the production of 

ARMS AND MUNITIONS OF WAR. 


Date of 
Agreement. 

Working agreement 
with 

Duration of 
agreement. 

Short 

particulars. 

9th May, 1933... 

La Sociedad Espanola de 
Construccion Naval. 

20 years from 9th May, 1933 

Division of Naval and War 
Office work received by La 
Sociedad Espanola de Con- 
struccion Naval from the 
Spanish Government. 


APPENDIX 12. 


(See Q. 

Value of deliveries op Ani 

The value of deliveries made in the years 1930-1934, 
inclusive, of Vickers-Armstrongs’ anti-aircraft 
mobile equipments for land service and ammuni- 
tion therefor, was ... ... ... £554,738 

Note . — This information relates only to the par- 


1867.) 

:-A.ircrapt Gun, 1930-1934. 

ticular equipment named. In addition very con- 
siderable supplies of other types of anti-aircraft 
guns, mountings and ammunition were made in the 
period named for both the British and foreign 
Governments. 
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APPENDIX 14. 

{See Q. 1889.) 

Vickees-Armsteongs Limited. 

Attached are lists enumerating foreign inquiries received, but not dealt with, during the years 1931-1935, inclusive. 

During these years we have also received verbally a number of similar inquiries, and have declined to submit 
proposals. 

Proposals were not submitted against these inquiries, the reasons in the majority of oases being : 

(1) The inquirer was unable or unwilling to give the ultimate destination ; or 

(2) We were represented in the particular country and preferred to deal with all matters through our 

representatives ; or 

(3) Some of the inquiries were obviously for no particular destination, and the proposals appeared to be 
required for unsolicited submission to various countries. 


Naval, 1931. 


Reference 

No. 

Date. 

Inquirer. 

Country. 

Material. 

C.23137 

C.24011 

7.2.31 

9.7.31 

Okura & Company 
The Soley Armament Co., 
Limited. 

Japan 

? 

Clinometers and Vickers No. 4 flat gauge. 
Cartridge and cordite 


Mtlitaey, 1931. 


Reference 

No. 

Date. 

C.23134 

28.1.31 

C.23363 

11.3.31 

C.23596 

29.4.31 

C.23638 

4.6.31 

C.23639 

9.4.31 

C.23994 

6.7.31 

C.24001 

6.7.31 

C.24251 

13.6.31 

C.24326 

9.9.31 

C.24327 

9.9.31 

C.24352 

17.9.31 

C.24819 

10.12.31 


Inquirer. 


Country. 


Material. 


Conte G. E. Elia ... 

F. Fecher 

Lionel Dektereff & Co. 

Cie Fran 9 aise de Marine et 
de Commerce. 

Messrs. Grote & Co. 
Benrath Machine Tools 
Messrs. Uniunea Technica 
Romana, per L. Femey. 

H. Muller 

Moritz Magnus 

L. Rondon & Co., 
Limited. 

Max Johnsen & Co., A. B. 
Brown & Taws 


? Heavy guns for eoast defence. 

? Machine guns 

? Tractors and trailers for transport of artillery . 

? Armoured cars, etc. 


Greece 

Mexico 

Roumania 


Tractors 

7 mm. air-cooled machine guns. 
Tanks 


China 

China 

? 

? Finland 


Spare parts for field guns 
Vickers’ Class “ E ” and Berthier observers’ 
guns, 7 • 92 mm. 

Vickers’ Berthier observers’ guns, 7 • 92 mm. 

and 8 mm. 

Armoured cars 
76 mm. shells 


Naval, 1932. 


Reference 

No. 

Date. 

Inquirer. 

Country. 

Material. 

C.24938 

C.24949 

C.24950 

C.24979 

C.25098 

C.26453 

C.25608 

C.26636 

14.1.32 

16.1.32 

16.1.32 

22.1.32 

16.2.32 

3.5.32 

6.6.32 

23.11.32 

Oswald Flam 

Anderson Meyer & Co. ... 
James Pitkin & Co. 

Oswald Flam 

Angelini & Bernardon 
E. J. Smyth 

Carlowitz & Co 

R. Berends ' 

1 

China 

? 

Brazil 

Persia 

9 

? 

1 

Guns for two small war vessels. 

Fire control equipment for a Chinese cruiser 
Fire control for 3 in. A. A. gun. 

Armament for training ship. 

Armament and ammunition. 

• 303 in. machine guns 

Ballistic instruments, fire control gear. 

Mines and torpedoes 
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Appendix 14 — conkl. 
Mujtaey, 1932. 


Reference 

Date. 



No. 

Inquirer. 

Coimtry. 

0.24903 

4.1.32 

Far East Avtn. Co. 

China 

0.24924 

11.1.32 

Lincoln Smith 

? 

C.24970 

22.1.32 

R. B. Rodda & Co. 

India 

C.25012 

28.1.32 

Ames Bayard 

? 

C.25136 

24.2.32 

D. Tyrer ... 

Greece 

C.25173 

3.3.32 

Kurt Nekolny per Mar- 

Roumania 

C.25237 


coni’s Wireless Tele. Co. 


16.3.32 

Export Consohdated Co. ... 

South 

C.25259 



America. 

21.3.32 

Le Personne 

China & 

C.25310 

5.4.32 

Sir Henry White Smith . . . 

Japan, 

9 

C.25371 

18.4.32 

C. Siegel 

Estonia 

C.25384 

20.4.32 

Hobbies Limited ... 

Japan 

C.25395 

23.4.32 

Nieuport Astra 

? 

C.25465 

5.5.32 

Bessler Waechter ... 

S. America 

C.25615 

7.6.32 

C. W. Jacob 

9 

C.25781 

4.7.32 

E. B. Rivlin 

Russia 

C.25898 

21.7.32 

G. S. Ippa ... 

Lithuania 

C.25932 

28.7.32 

E. Singer ... 

? 

C.25979 

11.8.32 

G. E. Hudson 

Siam 

C.25989 

13.8.32 

Vosper & Co. Limited 

? 

C.26107 

6.9.32 

Bruno Meyer 

? 

C.26118 

8.9.32 

Francis Mezquita ... 

Yugo-Slavia 

C.26167 

19.9.32 

Steirische Gustahlwerke 

Bulgaria 

C.26318 


A. G. 

29.9.32 

Export Consolidated Com- 

Cuba 

0.26351 


pany. 


5.10.32 

R. L. Routley, Gunner 

Portugal 

C.26352 

6.10.32 

Carl Arbeit 

? 

C.26355 

6.10.32 

Wilhelm Rump 

? 

C.26357 

6.10.32 

J. Van Hauten 

Estonia 

C.26373 

8.10.32 

Winchester Repeating Arms 

? 



Co. 


C.26378 

8.10.32 

D. C. Hudspeth 

9 

C.26402 

12.10.32 

R. J. Adgey 

9 

C.26433 

18.10.32 

The Borneo Co 

Siam 

0.26434 

18.10.32 

Le Personne 

Portugual 

C.26446 

19.10.32 

Gebhard & Co. 

Roumania 

C.26486 

27.10.32 

E. Le Bas & Co. ... 

China 

C.26552 

9.11.32 

Karl Srba 

? 

C.26585 

17.11.32 

E. Eldridge 

Spain 

C.26593 

18.11.32 

R. K. Suez 

? 

C.26620 

23.11.32 

Bessler Waechter 

Brazil 

C.26635 

24.11.32 

George Kirsch 

9 

C.26698 

12.12.32 

Usines Metallurgiques de 

? 

C.26794 


Hainout. 


28.12.32 

Eng. S.S. Solkachev 

Russia 

C.26803 

31.12.32 

Le Personne 

Portugal 


Land and Ampliibious Tanks. 

Field guns. 

Pedersen rifle. 

MacMne guns. 

Steel helmets 

Vickers — Carden — Loyd Mark VI armoured 
vehicles. 

Machine guns, rifles and ammunition. 

• 303 in. Colt machine guns. 

Artillery instruments. 

Tanks. 

“ Claw ” bomb release shps. 

Machine guns. 

Tanks. 

Field howitzer, 600 rds. ammimition. 
Infantry and artillery directors. 

Bomb carriers. 

Mauser rifles and machine guns. 
Vickers-Carden-Loyd Amphibious Tanks. 
Universal Bomb Carriers with “ Claw ” 
release slips. 

Rifles, machine gims and tanks. 

Spares for 7-9 Maxim machme gun body. 
Armoim plate 

Vickers and Lewis machine guns. 

Armoured motor cycles, machine guns and 
trench mortars. 

7-9 mm. carbines. 

Cemented steel plates 
Light tanks 

• 5 in. ammunition 

Guns and rifles 

* 303 in. land service machine guns and 

tripods. 

Tanks 

V. B. machine guns 
Tanks 

Arms and ammunition 

Machine guns and fleld equipments. 

Tanks 

Armoured fighting vehicles 
Steel shell cases 
Rifle ammunition 

Fuses and cartridge cases for Krupp and 
Schneider guns. 

Repairs of cars and tractors. 

Spare parts for Vickers "303 in. machhio 
guns. 


Naval, 1933. 


Reference 

No. 

Date. 

Inquirer. 

Country. 

Material. 

C.26974 

C.27076 

0.28324 

C.28331 

C.28804 

C.28821 

0.28829 

27.1.33 

8.2.33 

18.9.33 

1.9.33 

12.12.33 

11.12.33 

16.12.33 

Wladyslaw Zakrzeuski . . . 

Benny Spiro 

Schneider Afsa, Ltd. 

A. Pollock & Co. ... 
Ateliers & Chantiers de 
Bretagne. 

Miechielsen & Spuson 
Berrick Bros., Ltd. 

? 

Cliina 

Estonia 

Siam 

Estonia 

? 

Egypt 

Submarine parts. 

4-7 in. ammunition. 

Machine guns for submarines. 

Electrical accessories for gunboat. 

A.A. machine guns, 20 mm. (2) cartridges, 
1,600 per gun. 

Cruisers or destroyers (2). 

Gunboats (2). 
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Militaby, 1933. 


Reference 

No. 

Date. 

Inquirer. 

Country. 

Material. 

0.26997 

4.2.33 

White, Child & Beney Ltd. 

Poland 

Machine gun belts. 

C.27005 

14.1.33 

E. Florian ... 


Rifles, guns, tanks and ammunition. 

0.27036 

9.2.33 

Dutch Explosive Works 

Holland 

Spare barrels for • 303 in. standard rifles. 

0.27081 

18.2.33 

Gavin Lawson ... 

? 

Coastal artillery and A. A. equipments. 

0.27167 

2.3.33 

D. Jordan 

Turkey 

Tanks, machine gun carriers, tractors. 

0.27166 

6.3.33 

Bussell Godwin-Smith 

9 

Various armaments. 

0.27265 

13.3.33 

International Ordnance & 
Munition Co. 

? 

Various war material. 

0.27289 

16.3.33 

B.K.W. Suez 

China 

H.A. guns. 

0.27399 

14.4.33 

Central Stores (Cardiff), Ltd. 

China, 

Japan & 
Roumania 

Machine guns. 

0.27490 

26.4.33 

Is. M. Asseo .*. 

Turkey 

Steel for gun barrels. 

0.27498 

1.6.33 

J. M. Taylor 

? 

Whippet tanks 

0.27531 

10.6.33 

E. L. Morcom 

? 

A.A. mountings for machine guns. 

0.27570 

11.6.33 

J. Strutt 

? 

Machine guns, ammimition, gas masks and 
gas bombs. 

0.27698 

16.5.33 

Anglo - Lithuanian Trading 
Company. 

Lithuania 

Light Army tanks. 

0.27721 

8.6.33 

Artillery Transport Co. ... 

Portugal 

Assault cars. 

0.28061 

26.7.33 

Society of . Motor Mfrs. & 
Traders Ltd. 

Lithuania 

Armoured automobiles. 

0.28128 

3.7.33 

Chua Siong Pek ... 

China 

Various armaments. 

0.28241 

25.8.33 

Miranda Bros. Inc. 

? 

Technical information on artillery and 
munitions. 

0.28323 

18.9.33 

W. McKay... 

Latvia 

Armaments, various. 

0.28360 

19.9.33 

Armas y Accessories de 
Tiro y Gaza S.A. 


Machine guns. 

0.28395 

26.9.33 

Peter Birkman 

Latvia 

Fuses. 

0.28440 

16.9.33 

Shewan Tomes & Co., per 
Norsk Sprao Ngstof W. & 
Kallevig. 

China 

Aerial bombs. 

0.28463 

9.10.33 

Pittevd & Company 

Lithuania 

Tanks. 

0.28561 

24.10.33 

Bangkok Dock Ltd., per 
Stephenson Brown. 

Siam 

75 mm., 105 mm. and 150 mm. equipments. 

0.28681 

25.10.33 

A. R. Nierich 

Lithuania 

Armoured oars. 

0.28629 

8.11.33 

G. Frank 

Ecuador 

Machine gun sights. 

0.28746 

1.12.33 

S. A. Morrison 

9 

Tanks and armoured oars. 

0.28797 

8.12.33 

Toka G.M.B.H 

? 

Vickers’ machine gun, 26 -4 mm. 

0.28874 

23.12.33 

R. Bazaj 

? 

Enfield rifles, 4,000. 


Naval 1934. 


Reference 

No. 

Date. 

Inquirer. 

Country. 

Material. 

0.29366 

27.3.34 

Albert de France ... 

China 

Submarine Mines 

0.29414 

6.4.34 

Albert de France ... 

? 

Submarines 

0.29924 

12.6.34 

G. A. Mosettig 

Yugoslavia 

Bomb Sight and bombing Teacher. 

C.16a 

1.6.34 

Mr. Bettenstadt ... 

? 

Siege Guns 100 mm. and A.A. guns. 

0.728a 

2.11.34 

Dias de Carvalho 

Portugal 

Shooting Teacher 


Military 1934. 


Reference 

No. 

Date. 

Inquirer. 

Country. 

Material. 

0.28960 

11.1.34 

Jean Mauve 

China 

Vickers machine guns 7 ‘92. 

0.28996 

13.1.34 

Leng Roberts & Co. 

Paraguay 

Machine gun spares 

0.29038 

26.1.34 

Shorney & Cornel 

Lithuania 

Tractors 

0.29046 

30.1.34 

0. Lavy & Son ... 

Portugal 

Armoured cal's 

0.29066 

26.1.34 

J. Wimmer & Co. . . . 

Portugal 

Alti-Telemeters 

0.29096 

2.2.34 

“ Motorak ” 

Portugal 

Vehicles for military purposes. 

0.29210 

26.2.34 

Geo. Garratt & Co. 

Siam 

Tractors 

0.29266 

8.3.34 

Becker & Achilles 

? 

Ammunition, macliine gun and artillery. 

0.29279 

26.1.34 

Capt. Deane 

Paraguay 

“ Bohvian ” equipments, spare parts for. 

0.29384 

3.4.34 

Anchor Trading Corpn. . . . 

Portugal 

War material 

0.29394 

27.3.34 

International Ordnance 
and Instrument Co. ... 

? 

Tanks 
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Military, 1933— conitViMerf. 


Reference 

No. 

Date. 

Inquirer. 

Country. 

C.29443 

11.4.34 

The London and Inter- 
national Trading Co. . . . 

Roumania 

C.29516 

18.4.34 

M. Clemenceau 

Portugal 

C.29570 

23.4.34 

Ing. Com. N. Al. 

Anguelov. 

Bulgaria 

C.29655 

5.5.34 

Messrs. Korpivaara and 
Halla. 

Fhiland 

C.29759 

19.5.34 

Satvet Lutfi 

Turkey 

C.29868 

7.6.34 

R. Bazaj 

Nepal 

C.29869 

11.6.34 

H. Lotery ... 

Greece 

C.29897 

14.6.34 

Messrs. Richmonds 

China 

C.29979 

27.6.34 

Siam Architects ... 

Siam 

C.29987 

24.6.34 

Hans Franc Ve SerUd 

Turkey 

4a 

28.6.34 

Richman Symes & Co. 

Iraq 

5a 

28.6.34 

J. B. Inge 

Greece 

150a 

21.7.34 

London Armoury Co. 

? 

159a 

17.7.34 

W. F. Vaughan Scott 

Turkey 

345a 

15.8.34 

Stock & Mountain 

Turkey 

380a 

30.8.34 

J. Palmer Jnr. & Co. 

China 

388a 

31.8.34 

R. F. Sedgley Pflley & 
Reddy. 


389a 

30.8.34 

E. Hofiinaim ... 

Austria 

416a 

7.9.34 

L. G. Evens 

? 

417a 

5.9.34 

George Frank 

Dominican 

Republic. 

609a 

13.10.34 

Straussler Mech 

? 

657a 

22.10.34 

Messrs. Jefsen 

9 

673a 

22.10.34 

Messrs. Perm & Co. 

9 

760a 

8.11.34 

General Motors Near 

East S/A. 

? 

956a 

10.12.34 

Edgard Grimard 

China 

942a 

10.12.34 

Wessex Aircraft Company. 

? 


Material. 


War material 

Pedersen automatic rifles, etc. 

Machine guns class “ F ” 

Tractors 

Locks for Vickers machine guns. 

Machine guns 
Armament material 
A.P. bombs and A.A. equipments. 
Armoured cars 
Tractors 
* Ammunition 
War material 
Belts for machine guns 
Shells, 50,000 

Aiming plates with compass mounted on 
tripod. 

Arms and ammunition 

Machine guns and heavier armament. 

Tanks light infantry 
Machine guns 

Vehicles, V.C.L. Mark VI* Armoured. 

Guns 37 mm. Q.F. 

Tractors heavy 

Accessories for machine guns. 

Bodies, armoured 

12 -7 mm. machine guns 
Metal parts for practice bombs. 


Naval, 1935. 


Reference 

No. 

Date. 

Inquirer. 

Country. 

Material. 

C.1124A 

14.1.35 

Cantiere Ruiniti ... 

Siam 

Destroyer armament 


C.1757A 

26.4.35 

Thompson & AmeU 

9 

Secondhand submarines 


C. 1758a 

25.4.35 

T. W. Tamplin & Co. 

Turkey 

30 submarines 


C.2287A 

27.6.35 

Akt. Landeholmen Motala, 
Sweden. 

Finland 

Licence for paravanes 



Military, 1935. 


Reference 

No. 

Date. 

Inquirer. 

Country. 

Material. 

C. 11 50 a 

13.1.35 

Ahmet Bey (W.Cramel) ... 

Turkey 

Tractors. 

C. 1359a 

28.2.35 

H. F. L. Penard ... 

S. America 

Caterpillar vehicles. 

C.1364A 

6.3.35 

Signor Franaini 

Bolivia 

Aeroplane bombs. 

C. 1415a 

4.3.35 

C. Santos Ltd., per Joseph 
Lucas Ltd., Portugal. 

Portugal 

Sound locators and A.A. equipments. 

C.1512a 

25.3.35 

Anglo - Overseas Engrs. & 
Merchants Ltd. 

China 

Tanks. 

C.1887A 

16.5.35 

International Ord. & In- 
strument Co. 

Turkey 

Ammunition for 75 mm. A.A. equipments. 

C.1977A 

23.5.35 

F, L. Fink 

Persia 

Armament. 
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Apbbndix 14— coreW. 


Military, 1936 — mntd. 


Reference 

No. 

Date. 

Inquirer. 

Country. 

Material. 

C.2079A 

29.6.35 

Mr. A. A. Belz 

Greater 

Antilles. 

Armoured cars, &c. 

C.2345A 

17.7.35 

Ing. E. Mittli 

Austria 

A.A. equipments. Information. 

C.2346A 

9.7.35 

Adolf Heise 

Austria 

Tanks and gun equipments. 

C.2445A 

26.7.35 

Daugs & Cie 

Paraguay 

Parts for equipments, 65, 75 and 105 mm. 

C.2895A 

27.9.35 

V. Petrovitoh 

Yugoslavia 

Armament. 

C.3174A 

29.10.35 

Pimental & Casquilho ... 

Portugal 

Spot light for rifle. 

C.3309A 

20.11.35 

P. H. Pritchard 

Siam 

Caterpillar tractors. 

C.3521A 

20.10.35 

A. Hindi & Co 

9 

Ammunition. 

C.1088A 

10.1.35 

S. Mahmoud 

Turkey 

Tanks. 

C.1199A 

29.1.35 

Associated British M/c. Tool 
Makers. 

? 

Protective shields. 

C.1274A 

14.2.36 

R. W. Eaton & Co. 

V 

Light tanks. 

C.1619A 

21.3.35 

Leo David ... 

Estonia 

Armour plates. 

C. 1626a 

27.3.35 

Carlisles Ltd 

Uruguay 

Armoured cars. 

C.1632A 

4.4.35 

Mr. Lewis T. Wilkie 

Colombia 

A.A. guns. 

C. 1636a 

9.4.35 

Keymer & Sons 

9 

Tractors. 

C.1913A 

14.6.35 

Felipe Comabella ... 

? 

Machine gun mountings. 

C.2029A 

27.6.35 

A. A. Belz ... 

? 

Armoured cars and tanks. 

C.2072A 

4.6.35 

F. Bower & Co 

Salvador 

Rifle, ammunition, &c. 

C.2084A 

7.6.35 

Captain W. Holderegger. 

Switzerland 

Artillery and A.A. information. 

C.2110A 

25.5.35 

Ometerio-Sotomayer 

Dominica 

Various armament. 

C.2164A 

22.6.35 

Steirische Gusstahlwerke 
A.G. 

Greece 

Shell. 

C.2192A 

17.6.35 

J. Caldwell 

? 

Machine guns. 

C.2206A 

28.6.35 

H. B. Perry & Co 

Brazil 

Armoured cars. 

C.2223A 

2.7.35 

Ing. K. H. Weil 

? 

Bombing teacher. 

C.2313A 

12.7.35 

A. Young Ltd 

Hongkong 

B.P. plates. 

C.2424A 

24.7.35 

P. Boschsler 

Switzerland 

15 cm. guns. 

C.2425A 

21.7.35 

Raab. Flugzeugbau 

Austria 

Aircraft armament. 

C.2811A 

17.9.35 

H. Whitworth Ltd. 

Turkey 

Telescopes. 

C.2931A 

3.10.36 

G. A. Haoham 

Lithuania 

Tanks. 

C.2932A 

4.10.35 

W. R. Loxley 

? 

Arms and ammunition. 

C.2970A 

7.10.36 

Aerometall Akt 

Spain and 
Greece. 

Machine guns. 

C.2993A 

11.10.35 

Pimental & Casquilho ... 

Portugal 

Directors. 

C.3074A 

22.10.35 

Mr. Kliouw Ke Hien 

D.E. Indies 
k China. 

Aircraft armament. 

C.3260A 

12.11.35 

Ing. E. Moser 

Switzerland 

Military vehicles. 

C.3307A 

21.11.36 

M. Keller per de Mestral. 

? 

Catalogues, &c., of machine guns. Prices 

later. 

C.3379A 

29.11.35 

Pulton Bros. & Co. 

Turkey 

A.A. equipments. 

C.3416A 

12.12.36 

Enrique Arambulo 

Ecuador 

A.A. equipments. 


APPENDIX 15. 
{See QQ. 1918-1922.) 


Statements showing quantities of Arms, etc., Exported to Japan, Bolivia, Paraguay, Colombia, Peru 
AND Italy during certain periods, and the number of relative Export Licences. 


Japan. 

Value of deliveries from September, 1931, to April, 
1933 £419,906 

comprising the following supplies : — 

420 R.C. equipments and parts 
6 Mark VI tanks and spares. 

7.411.000 rounds of R.C. ammunition. 

24 ’6-in. equipments and parts. 

60.000 rounds of 'O-in. ammunition. 

18 40 mm. equipments. 

104.000 rounds 40 mm. ammunition. 


1 predictor. 

1 set torpedo control gear. 

1 clinometer. 

128 Scarff rings. 

40 tons bullet proof plates. 

2 Bygrave bombing teachers. 

50 submarine mines. 

2 depth charge throwers and 4 carriers. 

lo. of export licences obtained to cover these 
deliveries ... ... ... ... ... ••• 

The contracts for these supplies were obtained 
etween 28th January, 1930, and 16th March, 1933. 
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Appendix 16 — contd. 


Bouvia. 

Value of deliveries from July, 1932, to December 

1934 £425,158 

comprising the following supplies : — 

Supplied under 
Material. Contract dated 

11 105 mm. mountain equipments ... 

7 105 mm. field equipments ... 

24 75 mm. infantry equipments ... 

29 65 mm. infantry equipments 
7,886 rounds 105 mm. ammunition... 

7,250 rounds 65 mm. ammunition ... 

8 R.C. equipments 

100.000 rounds R.C. ammunition ... 

1.900.000 rounds R.C. ammunition... 

3 6-ton tanks ... ... ... ... | 

4.000 rounds 47 mm. ammunition ... J 

9.000 rounds 75 mm. ammunition... 

Spares for Vickers-Berthier equip- 
ments and 75 mm. mountain equip- 
ments, and sundry supplies 

Spares for 6-ton tanks 
100 spare barrels for R.C. guns ... 

60 recuperator packings ... 

30 recuperator pistons 

5.000 primers ... 

100 R.C. equipments with spares, 
etc. 

Spares for R.C. equipments... 

2,600 rounds 75 mm. ammunition ... 

500 celluloid protractors 
No. of export licences obtained 
deliveries 

P.4BAGUAY. 

Value of deliveries from July, 

December, 1934 ... ... 

comprising : — 

50 37 mm. belts. 


to 


1.4.27 


19.3.32 

10.8.32 

25.8.32 

26.11.32 

10.12.32 


8.6.33 

8.8.33 

6.10.33 

6.1.34 

18.1.34 

4.4.34 

13.3.34 

17.4.34 

30.4.34 

9.8.34 

mver these 
27 


1932, to 


£79 


No. of export licences obtained to cover these 

deliveries ... ... ... ... ... ... 1 

The contract for these belts was entered into on 
18th January, 1932. 


Colombia. 

Value of deliveries from December, 1932, 

to July, 1934 £697,695 

comprising : — 

2 destroyers. 

These destroyers were released to us by the 
Portuguese Government and sold by us to the 
Colombian Government. They were handed over in 
Lisbon. 

The contract for these destroyers was entered into 
on the 12th February, 1934, and they were handed 
over as follows : — 

First destroyer ... ... ... 23.2.34 

Second destroyer ... ... ... 16.5.34 


Peru. 

V^alue of deliveries from December, 1932, 
to July, 1934 £51,539 

comprising the following supplies: — 

2 Vickers-Bj’grave bombing teachers. 

Spares for Vickers-Carden-Loyd light armoured 
vehicles. 

6,700 cordite charges. 

43 6-in. practice shot. 

2,200 rounds 3-in. ammunition, and 45 additional 
cases. 

8,000 rounds 37 mm. ammunition. 

300 aircraft bombs. 

No. of export licences obtained to cover 
these deliveries ... ... ... ... ... 8 

The contracts for these supplies were obtained 
between 14th March, 1933, and 24th October, 1933. 

Italy. 

Value of deliveries from September, 1934, to 
June, 1935 Nil 


APPENDIX 16. 


Memorandum re Share CapitiVl of Vickers Limited. 

[See Qs. 1930-1942 and Q. 2539 et seq.'] 

The Company was incorporated on the 17th April, 
1867, with an Ordinary Share Capital of £155,000. 

From the year 1867 onwards the capital has been 
increased from time to time, and at the 31st Decem- 
ber, 1924, the issued caxiital was £20,679,290, repre- 
sented as follows : — 

£ 

(а) Ordinary Shares of £1 each ... 12,315,483 

(б) Five per cent. Preferred Stock ... 750,000 

(c) Five per cent. Preference Shares of 

£1 each ... ... ... ... 750,000 

(d) Five per cent. Cumulative Prefer- 
ence Shares of £1 each (tax free 

up to 6s. in £) ... ... ... 6,863,807 


By a Special Resolution of the Company passed 
17th December, 1925, confirmed 5th January, 1926, 
and confirmed by the Court on the 26th January, 
1926, the issued ordinary share capital was reduced 
by £8,210,322 by writing down the shares from £1 
each to 6s. 8d. each, leaving the present issued share 
capital : — • 

£ 

(а) Ordinary Shares of £1 each ... 4,105,161 

(б) Five per cent. Preferred Stock ... 750,000 

(c) Five per cent. Preference Shares 750,000 

(d) Five per cent. Cumulative Prefer- 
ence Shares of £1 each (tax free 

up to 6s. in £) ... ... ... 6,863,807 


£20,679,290 


£12,468,968 
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' Appendix 16 — continued. 

1 

Summarised, the Share Capital of the Company has been issued as follows : — 

(a) For Consideration other than Cash . — 

(1) Purchase of Assets and Goodwill of Naylor Vickers & Co 

! (2) Purchase of Assets and Goodwill of Maxim Nordenfelt Guns & 

Ammunition Co., Ltd. ... 

(3) In exchange for shares of Wm. Beardmore & Co., Ltd. 

• (4) Purchase of Interests in Metropolitan Carriage & Wagon Co., Ltd., 

j and W. T. Glover & Co., Ltd. 

(b) For Cash 

(c) As Bo71US — 

, (1) Issued out of Profits 

■ (2) Issued out of Premium on Shares of various issues... 

(3) Issued on increased valuation of Goodwill ... 

(4) Issued on Revaluation of Sheffield Works 


£ 

150,000 

933,334 

389,500 

7,927,702 


254,558 

1,100,000 

950,000 

90,442 


Less : 

Written off Ordinary Share Capital under Capital Reduction Scheme ... 

Present Issued Share Capital 

Full details of the above are shown in the following statement : — 




I 



427 


£ 


9,400,536 

8,883,754 

2,395,000 

20,679,290 

8,210,322 

£12,468,968 
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APPENDIX 17. 


(See Q. 2189.) 

Total strength of permanent agents abroad. 


The total strength of the armament agents of Vickers-Arrastrongs Limited, Vickers (Aviation) Limited, 

The Supermarine Aviation Works (Vickers) Limited and The Whitehead Torpedo Co., Limited at 

1st January 1936 was 40 

Details are given hereunder ; — ‘ 

Agents of Vickers-Armstrongs Limited ... ... ... ... ... ... ... ... ... 35 

Agents of Vickers (Aviation) Limited and The Superiuarine Aviation Works (Vickers) Limited ... 5 

Note . — Of the agents of Vickers-Armstrongs Limited : — 

29 act also for Vickers (Aviation) Limited and The Supermarine Aviation Works (Vickers) Limited. 
14 act also for The Whitehead Torpedo Co., Limited. 


APPENDIX 18. 

(See Q. 2239.) 

Statement showing numbers op Skilled, Semi-Skilled and Unskilled Persons Employed 

IN CERTAIN Works. 


Vickers House, 

Broadway, Westminster, 

London, S.W.l. 

13th January, 1936. 

The Secretary, 

The Royal Commission on the Private 
Manufacture of and Trading in Arms, 

8 , Buckingham Gate, 

S.W.l. 

Sir, 

I enclose herewith a list showing the various types 
of labour employed by the Company. You will 
notice that it is for the week ending 7th December, 
1935, and therefore the total figure does not agree 
with the figure I gave to the Royal Commission in 
my evidence. 

I should like to explain that the skilled men are 
or can be members of the Craft Unions. The semi- 
skilled men are principally those working machines 
and in certain districts it is possible for a man 
who has worked a heavy machine as a semi-skilled 
man to be graded up and later brought into the 
list of skilled men. By staff we mean everyone who 
is on an “ upstanding ” wage, that is, not a day to 
day engagement. 

I also enclose particulars of our Drawing Office 
Staff. I think Admiral Bacon in his evidence, re- 
ferred to the difficulty he found in keeping his 40 


or 50 Draughtsmen and Designers employed in; slack 
times. The numbers shown on the enclosed state- 
ment will let you see what this problem means to a 
firm of our size. 

I enclose a further statement showing what we 
are doing to try to meet the shortage of skilled 
men. Of course, it would have been quite impossible 
for us to have so many apprentices under training, 
without the high-class commercial work which we 
have undertaken during the years when Warship 
and Armament orders were scarce. 

The apprentice draughtsmen are selected from the 
best boys who have done three years of training 
in the shops, at the end of which period an examina- 
tion is held and the successful candidates pass into 
the Drawing Office for the final two years of their 
apprenticeship. 

I remember that when Sir Eustace D’Eyncourt 
was giving evidence. Sir Kenneth Lee particularly 
asked for information about the necessity of skilled 
men to-day compared with many years ago. I think 
the members of the Commission can rest assured 
that we should not employ skilled men, especially 
to-day when there is a serious shortage of them, 
unless we were obliged to do so and therefore the 
return I have sent you will provide a reliable answer 
to Sir Kenneth Lee’s question. 

I have the honour to be. Sir, 

Your obedient Servant, 

0. W. CraaTen. 


Number of Employees. 


(Week ending 7.12.35.) 



Skilled. 

Semi-skiUed. 

Unskilled. 

All Staff. 

Total. 

Barrow 

5,043 

2,185 

1,994 

• 1,707 

1 

10,929 

Elswick 

2,104 

2,596 

844 

1,262 

6,796 : 

Naval Yard 

899 

231 

236 

161 

1,627 : 

Crayford... 

1,630 

636 

447 

608 

3,221 

Dartford. . . 

500 

670 

939 

183 

2,292 

Whitehead 

560 

188 

65 

94 

897 , 

E.S.C. Sheffield 

1,683 

2,199 

2,166 

957 

7,004 

Openshaw 

320 

218 

231 

79 

848 ' 

Total 

12,639 

8,923 

6,911 

6,041 

33,614 


Drawing Office Staff. 
(Week ending 7.12.35.) 



Draughtsmen. 

Apprentice 

Draughtsmen. 

Tracers. 

Drawing Office 
Clerks, etc. 

Total, i 

Barrow ... 

442 

57 

121 

92 

712 

Elswick ... ...# 

205 

17 

67 

72 

361 

Naval Yard 

28 

6 

15 

3 

61 

Cra 3 fford 

170 

28 

41 

46 

■284 

Dartford 

17 

6 

2 

2 

27 

Whitehead 

24 

2 

6 

3 

36 

E.S.C. Sheffield 

36 

6 

6 

5 

60 

Openshaw 

4 

2 

— 

— 

6 

Total 

926 

122 

267 

222 

1,626 
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Appendix 18 — contd. 
Apprentices. 


(Week ending 7.12.35.) 



Trade 

Apprentices. 

Boy 

Machinists. 

Apprentice 

Draughtsmen. 

Total. 

Barrow 

Elswiok 

Naval Yard 
Crayford 
Dartford 
Whitehead 
B.S.C. Sheffield ... 

Openshaw 


1,116 

291 

215 

258 

18 

58 

92 

29 

202 

364 

2 

155 

275 

24 

Machinists 212 
Others 398 

Machinists 146 
Others 121 

57 

17 

5 

28 

6 
2 
5 

2 

1,375 

672 

222 

441 

299 

84 

707 

298 

Total 


2,077 

1,899 

122 

4,098 


APPENDIX 19. 


[See Q. 

The documents submitted by Sir Charles Craven, 
in so far as they were not read in the course of the 
Hearing, were as follow ; — 

1. Messrs. Vickers Sons & Maxim to Admiralty. 
Strictly confidential. 

The Secretary of the Admiralty, 

Admiralty, Whitehall, S.W. 

27th October, 1900. 


2300.] 

We enclose herewith a list of patents in force or 
pending owned by the Holland Torpedo Boat Com- 
pany which may be of interest in showing the large 
amount of experimental work ■which the American 
Company have had to carry out during the develop- 
ment of this boat. 

We have the honour to be, Sir, 

Your obedient Servants, 
Vickers Sons & Maxim Limited. 


Sir, 


ISee Q. 2304.] 

(a) Speed on the surface and radius of action with 
oil motor. 

8 (knots in fine weather; 7 knots in ordinary 
weather. The radius of action with oil motor depends 
on the amount of gasoline carried, and the quality 
of the gasoline, but in the ordinary way the boat 
should be capable of covering about 250 knots at full 
speed. At a lower speed the radius of action will be 
greatly increased, depending on the wind, weather 
and other general circumstances. We will submit to 
a xienalty of £1,000 per every knot below 7 knots not 
attained ivhen submerged. 


(b) Speed when suhmerged and radius of action with 
accumulators. 

7 knots. Radius of action 25 knots. We will 
guarantee full speed for 25 knots. 

(e) Distance that the vessel can tjo suhmerged and 
tune for which she can remain closed up 
without inconvenience to the crew. 


Distance submerged 15 knots. Time closed uii 
3 hours. 


(d) Limits within which course and depth can he 
maintained. 


Official trials in America have shown that she will 
steer absolutely correct if properly directed, but 
naturally the steering depends on currents and per- 
sonal considerations. 'She will, in the ordinary way, 
steer quite as well submerged as any boat on the 
surface. 

Limit of depth, average 2 feet, maximum 4 feet. 


(e) Time required to pass from working on the surface 
with oil motor to the submerged condition. 
This will take from 2 to 10 minutes according to 
the skill of the crew. 


(f) Depth to which the vessel can he safely suh- 
merged. 

100 feet. In regard to these guaranteed conditions, 
as above, we beg to say that the official guarantees 
by the Holland Torpedo Boat Company in America 
were considerably exceeded at the official trials, and 
we have every reason to believe that better results 
than those we have mentioned ivill be obtained. 

In regard to paragraph 7 of your letter, we note 
the conditions enumerated therein, and we fully 
understand that our rights of design, patents, etc., 
will be respected during the terms the iiatents or 
any improvements thereon are in force. 


[Enclosure.] 

27th October, 1900. 

Strictly confidential. 

Holland Torpedo Boat Company. 

List of Patents in Force or Pending. 

1. Letters Patent No. 522,177. 

■ General design of submarine torpedo boat. 

In force only in' the United States. 

2. Letters Patent No. 492,960. 

Steering apparatus for submarine vessels. 

In force only in the United States. 

3. Letters Patent No. 472,670. U.S. 

Submergible torpedo boat. “ Submerger.” 
A surface torpedo boat that submerges its 
hull in action, depending for buoyancy on its 
exposed armoured turret. In force in the 
U.S. Great Britain No. 7941/92 and Belgium 
No. 99,307 of 1892. 

4. - Letters Patent No. 537,113. U.S. 

Automatic compensation for -n’eights ex- 
pensed. (Submergible boat.) 

In force in the United States, Great 
Britain No. 7247/1895, Germany 85600, Ger- 
many Division 86352, Siveden 7051 of 1895, 
Sweden Division 7053 of 1895, Belgium 115,012 
of 1895, Italy Vol. 30/75 No. 38631/430 of 
■1895. 

.Applications Pending. 

5. Arrangement for water ballast tanks to ensure 

most suitable trim for surface and for sub- 
merged running. 

New application in all maritime conntries. 

6. Means of securing immovable centre of gravity, 

being a combination of a boat of unvarying 
total iveight when light with ballast tanks of 
definite volume filled completely with water. 
Neiv application in all maritime countries. 

7. Arrangement of AVater ballast tanks and ap- 

paratus to enable submarine boats to man- 
oeuvre rapidly in water of various specific 
gravity. 

New application in all maritime countries. 

8. Automatic control of specific weight of sub- 

marine boat to cause it to correspond with 
the specific iveight of the ■abater in which it 
operates. 

New application in all maritime countries. 
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9. Automatic prevention of dive below pre-deter- 
mined depth. 

New application in all maritime countries. 

10. Automatic lightening of boat’s total weight in 

case of accidental submergence below pre- 
determined depth limit. 

New application in all maritime countries. 

11. Visual gauge, indicating trim, longitudinal in- 

clination and depth of submergence. 

New application pending in all maritime 
countries. 

12. Means of preserving total .weight and trim un- 

changed when torpedoes are discharged or 
moved in the boat’s interior. 

New application in all maritime countries. 

13. Arrangements of the boat’s interior and of the 

main elements of weight to ensure liveliness 
and handiness. 

New application in all maritime countries. 

2. Admibalty to Messrs. Vickers Sons and 
Maxim, Ltd. 

Strictly Confidential. 

Admiralty, S.W. 

13th December, 1900. 

S. 26846/25177. 

Gentlemen, 

Referring to your letter of the 12th ultimo and 
to the previous correspondence and interviews which 
have taken place, on the subject of the supply to the 
Lords Commissioners of the Admiralty Submarine 
Boats of the Holland Type No. 7, My Lords desire 
me to inform you that they are now prepared to 
agree with you for the construction and delivery 
of five such boats on the following conditions : — 

2. The price including royalty of each of these 
boats is to be £35,000 (Thirty-five thousand pounds) 
to include the delivery of the boat at such English 
Naval ports as may be selected by the Admiralty. 

3. The boats are to be in every respect similar 
to the best submarine boats which are now under 
manufacture for the United States Navy by the 
Holland Torpedo Boat Company : and all improve- 
ments which experience in Ajnerica may render 
possible before the delivery of the boats are to be 
embodied in them without additional payment of 
Royalty or otherwise. During the construction of 
the boats the representatives of their Lordships are 
to have access to your works to inspect the manu- 
facture and to test the quality of materials used. 

4. The conditions to be guaranteed and fulfilled 
at the oflBcial acceptance trials of the boats are to 
be those enumerated in paragraph 8 of your letter 
to the Admiralty of the 27th of October, 1900. It 
is to be understood however that the limits within 
which the course and depth are to be maintained 
on these trials must not exceed the limits shown in 
corresponding trials for the United States Navy. 
These limits are to be stated definitely and embodied 
in ^ the formal contract which will be prepared if 
this offer is accepted by you. 

5. A trained crew is to be provided by you and 
placed at the service of the Admiralty for the pur- 
pose of instructing a British Naval Crew in the 


w'orking of the Boats under all circumstances of 
service. The Admiralty agrees to pay the expenses 
ot the maintenance and services of the trained crew 
at rates to be mutually agreed upon. * 

6 Dates are to be agreed upon for the completion 
and delivery of the boats. It is desired that the 
first boat shall be completed and delivered at the 
earliest possible date. 

7. If any additional boats are ordered of you the 
price per boat shall be determined by separate 
negotiation but shall not exceed £35,000 (Thirtv 
five thousand pounds) including Royalty unless suL 
stantial improvements are introduced. A Roval+v 
of £2,500 (Two thousand five hundred pounds) per 
boat shall be paid you in respect of any boats built 
in H.M. Dockyards in cases where the Holland 
Patents are used and so long as they remain in 


8. As regards your proposal that their Lordships 
should undertake to pay a Royalty of £10,000 (Ten 
thousand pounds) per boat, on any boat ordered 
for manufacture by private firms in this country I 
am to inform you that there is no intention to 
place such orders: but should exceptional circiim- 
^ances make such action desirable the question of 
Royalty will be dealt with at the time. 

agree that you shall receive about 
one half of any orders for boats of this type which 
they may require. 

10. Their Lordships will undertake that the de- 
Uils of boats supplied to them by you or built in 
H.M Dockyards shall be kept confidential as far as 
possible consistently with the effective use of the 
boats. They will however require from you a like 
undertaking that you will keep confidential any 
improvements in the construction of the boats which 
may be suggested by the Admiralty. 

11. My Lords must be satisfied by you that you 
are legally entitled to contract with their Lordships 
tor the construction and delivery of the five boats in 
question and of any further boats that may be 
ordered of you, and will require an indemnity from 
^u against any claim for Royalty on the part of the 
Holland Boat Company. 

12. I am to request that you will state whether 
you are prepared to accept the order for the five 
boats on the terms above specified and if so that you 
will submit the dates at which you will undertake to 
deliver the first and each of the four succeeding boats 
at one of H.M. Dockyards, the limits within which 
the course and depth are to be maintained on the 
trials of the boats (see paragraph 4) and furnish 
evidence that you are in a position to contract for 
the construction and delivery of the boats in 
question. 

I am, 

Gentlemen, 

Your obedient Servant, 

Evan MacGrbcor. 

Messrs. Vickers Sons & Maxim, Ltd. 


APPENDIX 20. 


(.See 

The jollovring Questions loere put by Dame 
Itachel Crowdy in writing : — 

I- (A^ How many employees in your factories 
were engaged in manufacture of arms : — 

(i) On 1st January, 1932; 

(ii) On 1st November, 1935. 

(B) What proportion of these men were engaged in 
manufacturing arms for export to non-British 
countries abroad ? 


Q. 2516.) 

II. What proportion ot these men are highly 
specialised workers who could not easily be trans- 
ferred to employment in the production of “ peace- 
ful ” products? 

III. What is the proportion of “ peaceful ” and 
“ warlike ” products respectively? 

Could you give these proportions in a list of the 
various peaceful and warlike products for each of the 
factories under your control? 
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The replies submitted by Messrs. Vickers Ltd., are as follows : — 

!• Numbers of employees on 1st January, 1932 and 1st November, 1936, respectively engaged on 

(A) MANUFACTURE OF ARMS ; 

(B) MANUFACTURE OF ARMS FOR EXPORT TO NON-BRITISH COUNTRIES ABROAD. 



(A) 

(B) 



On 

On 

On 

On 



1st Jan. 

1st Nov. 

1st January, 

1st November, 



1932. 

1935. 

1932, 

1935. 


(1) Vickers Group. 






Vickers Train Lighting Com- 
pany Limited. 

— 

— 

— 

— 

Non Manufacturing Co. 

R. Boby Limited 

Nil 

Nil 

Nil 

Nil 


British Separators Limited . . . 

— 

— 




Non Manufacturing Co. 

Cooke Troughton & Simms Ltd. 

109 

105 

Nil 

Nil 

loco Rubber & Waterproofing 

Nil 

Nil 

Nil 

Nil 


Co. Ltd. 

Supermarine Aviation Works 

677 

997 

Nil 

1% 10 


(Vickers) Ltd. 





Vickers (Aviation) Limited ... 

1,236 

2,505 

Nil 

Nfi 


Total 

1,922 

3,607 

Nil 

10 






0-28% 


(2) Vickers- Armstrongs Group. 





Vickers- Armstrongs Limited 

11,088 

18,469 

17-82% 1,976 

12-06% 2,228 


Thames Ammunition Works 

44 

121 

Nil 

Nil 


Limited. 





Variable Speed Gear Limited 

— 

— 

— 



Non Manufacturing Co. 

Whitehead Torpedo Co. Ltd. 

468 

880 

100% 458 

15% 132 

Vickers (Ireland) Ltd. 

Nil 

Nil 

Nil 

Nil 


Palmers Hebburn Company Ltd. 

Nil 

Nil 

Nil 

Nil 


Total 

11,690 

19,470 

2,434 

2,360 





21% 

12-12% 


(3) Lnplishtiteel Corporation Group. 




English Steel Corporation 

904 

2,057 

Nil 

Nil 


Limited. 





Darlington Forge Limited ... 

100 

Nil 

Nil 

Nil 


Industrial Steels Limited 

— 

— 

— 



Non Manufacturing Co. 

Taylor Bros. & Co. Limited ... 

Nil 

Nil 

Nil 

Nil 

Total 

1,004 

2,057 

— 

— 


4) Meiropolitan-CammeU Group. 






MetropoUtan-Cammell Carriage 

Nil 

Nil 

Nil 

Nil 


& Wagon Co. Limited. 
Metropolitan-Cammell Wey- 

_ 




Non Manufacturing Co. 

mann Motor Bodies Limited. 
Midland Railway Carriage & 







Wagon Hire only. 

Wagon Co. Ltd. 

Leeds Forge Company Limited 





Closed for Production. 

Patent Shaft & Axletree Co. 

Nil 

Nil 

Nil 

Nil 

Limited. 





Willingsworth Iron Company 

— 

— 



- 

Closed for Production. 

Limited. 





Total 

— 

— 

— 

— 


Grand Total ... 

14,616 

25,134 

2,434 

2,370 





16-77% 

9-43% 



II- — The Proportion of men (engaged in the manu- 

FAOTURB OF ARMS) WHO ARE HIGHLY SPECIALISED 
WORKERS WHO COULD NOT EASILY BE TRANSFERRED 
TO EMPLOYMENT IN THE PRODUCTION OF PEACEFUL 
PRODUCTS. 

In regard to the question as to how many of the men 
employed on armament manufacture at certain specified 
dates could not be transferred to employment on commer- 
cial products, the answer, generally speaking, is that in 
the case of Vickera-Armstrongs Limited, which is the main 
armament producing company, all men engaged on 
armament work, with the exception of possibly 60 design 
specialists, could be transferred to such work provided 

29226 


always that there were sufficient commercial work of a 
high class engineering nature available to employ their 
services. Generally speaking, this answer applies to all 
the companies engaged on armament production in the 
Group with the exception possibly of The Whitehead 
Torpedo Co. Limited. The work of that company is of 
a specialised nature and there being no commercial 
products produced there at the moment, it might be 
difficult to find suitable commercial work of the nature 
on which the men could be employed, but here again, 
assuming that suitable commercial work were available 
the men employed on armament manufacture could be 
transferred to commercial products. 

3 P 


III. — Proportion of peaoefitl and warlikb products respectively expressed in 
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APPENDIX 21. 

Memokanbum submitted by Sir Charles Craven relating to arrangements between British 

FIRMS ENGAGED IN WARSHIP BUILDING. 


Shipbuilding Conference. 

It is common knowledge that since the War the 
shipbuilding industry of this country has been in a 
very depressed condition, in which state it still 
remains, the recent improvement being so small as 
to have little effect on the industry as a whole. For 
some years after the War the shipbuilders struggled 
independently against the prevailing conditions in 
the hope that there would be a return to a more 
normal state of affairs. During this period com- 
petition for the few orders available was so intense 
and prices were so keenly cut that it is safe to say 
that no ship of any size was built at a price that 
covered establishment charges, or, in other words, 
without a loss to the builder. This applied to war- 
ships as .well as merchant ships. The hope that 
conditions would improve was not realised, and in 
fact they progressively deteriorated. In consequence, 
the firms in the shipbuilding industry then decided 
that they must take some steps amongst themselves 
to endeavour to prevent the wasteful and uneconomic 
methods that were being followed, if the bulk of the 
members were not to find themselves bankrupt in the 
course of a few years. 

Their first step .was to form the Shipbuilding Con- 
ference, and subsequently National Shipbuilders 
Security Limited. The latter organisation has as its 
object the purchase of redundant shipbuilding yards, 
and berths in shipyards, and their sterilisation as far 
as building of ships is concerned, thus endeavouring 
to bring the capacity for output more nearly into 
line with the requirements for new construction, and 
to some extent this has improved the position. 

The Shipbuilding Conference embraced all the 
principal merchant shipbuilders in the country, 
including of course all the builders of warships. The 
volume of orders for warships, both British and 
foreign, is so much reduced in recent years that 
practically all the builders of warships are primarily 
dependent upon merchant work to keep their ship- 
yards occupied. The Shipbuilding Conference, how- 
ever, deals only with merchant vessels, warships being 
excluded from the scope of its activities since only a 
few of the members are interested in warship con- 
struction, and the details of its operations will there- 
fore be of no special interest to the Royal Com- 
mission. It may, however, be stated that the 
ultimate object of the conference is the complete 
reorganisation of the whole of the shipbuilding in- 
dustry. Progress is being steadily made towards 
that end, but it is necessarily slow in view of the 
large number of shipbuilders concerned, scattered 
over Great Britain and Northern Ireland, the multi- 
plicity of their interests and the variety of their 
products. 

Warships. 

Though the reorganisation of the shipbuilding in- 
dustry so far as warship building is concerned was 
undertaken independently of the conference by those 
members of the conference interested therein, it is a 
part of the general scheme for the whole industry. 
The warship builders are all important companies, 
and took a leading part in the formation of the 
Shipbuilding Conference and N.S.S., Ltd. Their 
numbers are, however, limited, there being not more 
than twenty firms seriously interested in building 
warships and their machinery, and it was therefore 
less difficult for them to get together and formulate 


arrangements than for the vast number of firms 
engaged in merchant ship construction, and also the 
problems were less complex owing to the smaller 
number of different types of ships involved. 

Consequently, the progress of the general scheme 
has been more rapid and complete in respect to 
warships than to merchant ships. 

Cruiser building after the War commenced in the 
year 1924, at a time when the shipbuilding industry 
was at a very low ebb. Some of the firms were 
entirely without work and others were accepting 
orders at prices which were barely sufficient to cover 
material and labour costs. 

Accordingly, in 1925, certain conversations took 
place between the warship builders, the outcome of 
which was a distribution of the available work at 
prices which gave a reasonable return, and enabled 
technical staffs and plant to be retained. 

Even with these arrangements some of the firms 
found it impossible to continue in business, as evi- 
denced by the fact that Palmers and Beardmores 
have closed down and Armstrongs have been amal- 
gamated .with Vidkers as regards their warship, 
passenger ships, armament and steel business. 

The agreements in regard to shipbuilding referred 
to in our reply to the Questionnaire were drawn up 
in order to put on a more formal basis, arrangements, 
some of which had alreadj' been in existence for nine 
years, and which had been found to be of practical 
value. 

It is my opinion that the agreements between the 
firms to distribute the work in this way have been 
of great advantage both to the government and the 
industry. Without such arrangements it is obvious 
that, in view of the comparatively small volume of 
work available, the weaker of the firms .would have 
disappeared from business, and the stronger firms 
would have had their resources considerably depleted 
by the effect of accepting work at unremunerative 
prices. Further, without this, it seems clear that 
some arrangement for an equitable division of the 
available work over the districts would have had to 
be made by the Admiralty, who could not have 
allowed firms with strong cash resources to have 
taken more than a certain proportion of orders, 
owing to the necessity of keeping the skill and equip- 
ment available in a sufficient number of firms on tfie 
warship contractors’ list in the event of a national 
emergency arising. 

It is interesting to note that, although arrange- 
ments for obtaining reasonable prices have now been 
in force for several .years, the cost per ton of all 
ships built in the Royal Dockyards in the years 1925 
to 1934 inclusive, as recently stated to Parliament by 
the First Ixird of the Admiralty, was £220-59, 
whereas in the same period the price paid per ton 
to the private firms was £201 ■ 15. The above figures 
include two battleships in the ships built by contract, 
and as no battleships were built in the Royal Dock- 
yards in this period, perhaps a more accurate com- 
parison would be Ofbtained by excluding battleships, 
in which case the price per ton of the contract-built 
ships works out at £210-4. 

With this agreement between the firms there is now 
a much better field for the interchange of technical 
information, and the practical difficulties that arise 
during construction are more readily discussed than 
could be the case under more competitive conditions. 
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Wakship Conststjction, 1926-1934 (inclusive). 



Dockyard Built Ships. 

Contract Built Ships. 


Total 

Tonnage. 

Total Cost. 

Average Cost 
Per ton. 

Total 

Tonnage. 

Total Cost. 

Average Cost 
Per ton. 

Battleships 


£ 

£ 

67,400 

£ 

11,862,400 

£ 

176-00 

Light Cruisers and Cruisers 

98,200 

20,968,670 

213-53 

86,220 

17,860,510 

207-15 

Flotilla Leaders 

2,875 

649,025 

225-74 

5,770 

1,295,210 

224-47 

Destroyers 

2,760 

688,500 

214-00 

51,700 

10,671,690 

206-41 

Submarines 

11,391 

4,131,669 

362-70 

31,743 

7,764,662 

244-61 

Sloops 

14,670 

2,314,410 

157-76 

7,440 

888,950 

119-48 

Total 

129,886 

28,662,174 

220-59 

250,273 

50,343,322 

201 • 15* 


* Excluding Battleships, average cost, £210-4. 
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Letter with enclosures from Sir C. Craven relating to an accusation of bribery. 


Vickers House, 

Broadway, Westminster, 

London, S.W.l. 

13th January, 1936. 

The Secretary, 

The Royal Commission on the 
Private Manufacture of and 
Trading in Arms, 

8, Buckingham Gate, 

S.W.l. 

Sir, 

I have the honour to refer to one particularly 
unpleasant charge which was brought against me 
at the American investigation, when I was accused 
of the bribery of a British Government official, 
arising out of a letter which I wrote to Mr. Spear 
of the Electric Boat Company, dated 10th Sep- 
tember, 1930. 

You will see, on referring to Exhibit 20 and 
pages 29 and 30 of Volume one of the American 
investigation the charges to which I refer. 

I had hoped that the matter would have been 
raised at my recent examination, but as it was not 
brought up, I submit herewith a brief note of the 
evidence which I should have given regarding the 
matter and a photographic copy of a letter which 
1 received from Engineer Vice-Admiral Sir Harold 
Brown, K.C.B., the Engineer-in-Chief of the 
Fleet, dated 2nd January, 1935. 

I submit that this rejily and copy of letter should 
bo added to the records of the Royal Commission. 

I have the honour to be. 

Sir, 

Your obedient servant, 

C. W. Craven. 

American Arms Inquiry. 

Exhibit 20 — Page 331. 

My letter to Spear, dated 10th September, 1930. 

This letter refers to H.M.S. “ Thames.” An 
ondeavour was made at the United States inquiry 
*•0 get Spear to admit that I had bribed someone 
because in my letter I stated that ” there was cer- 
tain action I had to take which involved expendi- 
ture.” I could not explain this expenditure to 
Spear at the time because the Admiralty had intro- 
duced a new machinery arrangement in the 
'* Thames ” which they then wished to keep secret. 


This involved the installation of two patented 
Ricardo type diesel engines for charging batteries 
and driving the blow'ers for the main engines. We 
had hoped that the Admiralty would supply us with 
these auxiliary engines for which we had no licence 
to manufacture or permit us to purchase from the 
only licensee. We had no knowledge of their 
behaviour, nor had we any experience of their 
mianufacture. We could have purchased engines 
from Brotherhoods, the licensees of the Ricardo 
engine, for £8,689 11s., but the Engineer-in-Chief 
of the Fleet insisted on our manufacturing them 
ourselves, so ensuring undivided responsibility for 
the whole engine installation of the submarine, 
which totalled 10,000 B.H.P. We, therefore, had 
to take a licence from Ricardo involving us in a 
lump sum payment of £5,000, plus royalty of 6s. 
per B.H.P. This is the special expenditure to 
which I referred in my letter. 

Personal. Admiralty, S.W.l. 

2nd January, 1935. 

Cdr. Sir C. W. Craven, O.B.E., R.N., 

Messrs. Vickers-Armstrongs Limited, 

Naval Construction Works, Barrow- 
in-Furness. 

My dear Craven, 

I am sorry to have been so long answering your 
telephone inquiry cf 27th re “ Thames ” Ricardo 
engines, but I’m afraid I forgot it for the moment. 

I have made inquiries which confirm my owm 
recollection that you were told we wished you to 
make these engines yourselves and thus assume 
full responsibility for the job as a whole. 

I have no direct evidence as to whether your 
original tender contemplated making these engines 
yourselves or purchasing them from Messrs. Brother- 
hood, but in view of the above conversation and 
the fact that your quotation for this machinery 
was identical with that of Messrs. Brotherhood I 
can only assume you proposed obtaining them from 
Messrs. Brotherhood. 

Hope this is the information you want. 

Yours sincerely, 

H. A. Brown. 
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ROYAL COMMISSION ON THE PRIVATE MANUFACTURE 
OF AND TRADING IN ARMS 


TERMS OF REFERENCE 

(1) To consider and report upon the practicability and desirability (both from 
the national and international point of view) of the adoption (a) by the United 
Kingdom alone, (b) by the United Kingdom in conjunction with the other 
countries of the world, of a prohibition of private manufacture of and trade in 
arms and munitions of war, and the institution of a State monopoly of such 
manufacture and trade. 

(2) To consider and report whether there are any steps which can usefully 
be taken to remove or minimize the kinds of objections to which private manu- 
facture is stated in Article 8 (5) of the Covenant of the League of Nations to 
be open. 

(3) To examine the present arrangements in force in the United Kingdom 
relative to the control of the export trade in arms and munitions of war, and to 
report whether these arrangements require revision, and, if so, in what directions. 


MINUTES OF EVIDENCE 


TAKEN BEFORE THE 

ROYAL COMMISSION ON THE PRIVATE 
MANUFACTURE OF AND TRADING IN ARMS 

FIFTEENTH DAY 
Wednesday, 5th February, 1936 

PRESENT : 

The Rt. Hon. Sir J'OHN ELDON BANKBS, P.C., G.C.B. (Chairman). 

Sir PHILIP GIBBS, K.B.E. Sir KENNETH LEE, LL.D. 

Dame RACHEL E. CROWD Y, D.B.E., R.R.C., LL.D. Professor H. C. GUTTERIDGE, K.C., LL.D., M.A. 
Sir THOMAS ALLEN. Mr. J. A. SPENDER. 

Mr. E. TWENTYMAN (Secretary). 

Mr. D. HAIGH (Assistant Secretary). 


Chairman : We propose to-day to commence taking 
the evidence of Imperial Chemical Industries, 
Limited, but before we do that I have two state- 
ments which I want to make, and the first is this. 

I have since our last meeting received several 
letters addressed to me personally complaining of 
sittings of the Commission being held in private 
and urging the importance of the publication of all 
material submitted to us. 

As one of these letters was published in the Press 
I think that the best way of dealing with them is 
to make a statement here to-day. 

With regard to the general question of publicity 
it must, I think, be obvious that some of the 
information which it is important should be given 
to the Commission can only in the public interest 
be given confidentiallj' — I refer for illustration 
to matters relating to questions of national defence 
and Government preparations for dealing with an 
emergency. 

There is also information of a diffei-ent character 
which may be brought before the Commission, wdiich 
the Commission may consider they should not insist 
upon being made public, because it is of strch a 
character tliat publication might be injurious to the 
general business interests of the witness, or the 
information in question is either quite ii-relevant 
to the issues before the Commission, or is of such 
slight importance that it would clearly be unreason- 
able to refuse a request that it should not be inib- 
lished. On these last mentioned questions the Com- 
mission must be the judge. 

At our first sitting I announced that our sittings 
to take evidence would as far as possible be held in 
public, and to this I adhere; and I desire also to 
state that in coming to a decision as to whether a 
sitting should be held in public or not, or whether 
any information given to the Commission should be 
withheld from publication,, the Commission recognise 
that account should be taken of the legitimate desire 
of the public for information, as well as of the pro- 
tection of public and private interests. 

If reference is made to Vickers Ltd’s, evidence* 
it will be seen that their claim and their request 
for non-publication falls under one or other of the 
two heads. As regards Question 6, this relates to 
matter of national defence, which it would not be 
in the public interest bo disclose. The remainder 
of the unpublished matter is covered by the other 
exception which I have mentioned, except in so far 
as it has already been made public in the proceed- 
ings of the United States Senatorial Committee. 

Much of the information under this second head 
has really no relation at all to any matter which 
has been brought before us, or any matter which we 
need oonsidei-; as for instance that part of the 

* See Minutes of Evidence, 13th & 14th Days, p. 346. 
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information in reiily to Question 7 which relates to 
agreements solely concerning the firms’ ordinary 
business and having no relation to their armaments 
business; and with regard to the remainder, the 
Commission came to their decision after careful 
consideration. 

I have made this somewhat lengthy statement not 
because I consider that the writers of the letters 
are entitled to the information I hare given, but 
because I wdsh that the grounds upon which the 
Commission have acted, and will continue to act, 
should be generally known. 

With regard to private sittings three only have 
so far been held. In one instance, in which the 
Court w’as cleared, this was done because a member 
of the Commission wished to ask questions the 
answers to which might have disclosed matters the 
disclosure of which was undesirable from the point 
of view of national defence. The sitting only lasted 
a few minutes and no answer w’as given which can 
be regarded as at all material. 

A second instance was when we heard Sir Eric 
Geddes wdio, in response to my request that he 
should give us the benefit of his experience, con- 
sented to do so provided he was heard in private. 
A note was taken of his evidence and that of 
Colonel Mayo and it is in print and will with Sir 
Eric’s consent be published in full in due course and 
form part of our proceedings. 

The third instance was when Sir Maurice Hankey, 
who is proposing to give evidence at one of our 
next meetings in public, gave us information of an 
important but extremely confidential character. 

I had Wwitten the above before receiving on 
Monday morning a further letter signed by a 
number of iiersons who had either given evidence 
before us, or wdio were interested in the proceedings 
of this Commission. 

It is a mistake to assume, as the letter apparently 
does, that the Commission acquiesce in a request 
for non-publication of material supplied to them 
without investigation or consideration; or that the 
Commission necessarily bases its decision merely on 
the grounds indicated in the request; or that the 
documents upon which the Commission have come to 
a decision contain “ relevant information concern- 
ing major issues,” as the letter contends. It is only 
those who have had the opportunity of considering 
the material withheld from publication who can 
decide the question of relevancy, which as pointed 
out above must be entirely a matter for the Com- 
mission to decide. 

With regard to the second point mentioned in the 
letter, the Commission will of course be prepared 
to consider any further suggestions submitted to 
them ; but I would point out that the illustrations 
submitted are really suggestions as to the inferences 
which the Commission ought in the opinion of the 
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signatories to draw from the evidence already before 
them rather than suggestions why further evidence 
is required. 

So much for that. The other statement is a 
statement which I desire to make in reference to 
a complaint by the directors of the P. & 0. Com- 
pany, who felt aggrieved because of a statement 
that had been made in the evidence by the Union 
of Democratic Control. In their statement before 
us they had referred to a firm of Alexander Stephen 
& Sons, who are building ships for the govern- 
ment, and they had referred to the fact that the 
P. & O. Company had held a number of shares in 
this company and they went on to infer from the 
facts with reference to the holding of those shares 
that the method by .which the P. & 0. Company 
had exercised its control “ is typical of the way in 
ivhich the control of armament and other firms is 
switched about among nominees.” The P. & O. com- 
plain of that and they say in a letter addressed to 
our secretary : “I am instructed to inform you 

that the statement is inaccurate in material par- 
ticulars, and that the inference of subterfuge drawn 
in the second paragraph is entirely misleading.” 

I ought to add that the P. & 0. go on to say 
that of the two blocks of shares referred to in the 
statement of the Union of Democratic Control, one 


was a block of ordinary shares and one was a block 
of preference shares, and the P. & O. point out 
that, with regard to the preference shares, they 
have always been held and registered in the name 
of the P. & 0. and, with i-egard to the ordinary 
shares, the block was sold for cash in 1925 outright. 
We thought it right to submit their letter to the 
Union of Democratic Control. In answer to that 
letter, the secretary to the Union of Democratic 
Control contends that they were justified in their 
statement; because although the P. & 0. sold the 
shares in 1925, those shares are to-day controlled 
by a company whose directors are also directors of 
the P. ifc 0. Company. 

Now I have stated in public ,what each party 
wished to say about this matter. It is entirely out- 
side the sco:pe of anything that we either wish to 
decide or have the power to decide and the matter 
must be left there. Whether, in fact, the directors 
of those two companies who are at present holders of 
this block of ordinary shares are the same directors 
us the directors of the P. & 0., and whether that 
justifies the statement which the P. & 0. charac- 
terise as an inference of subterfuge, is a matter which 
it is impossible for us to decide and the readers 
of these statements must judge for themselves. Now, 
we w’ill proceed with the evidence. 


Sir Harry Duncan McGowan, K.B.E., Hon. D.C.L., Hon. LL.D.; Mr. Harold John Mitchell ; Mr. John Rogers, 
O.B.E., F.I.C.; Colonel Edmund Eraser Creswell, D.S.O., Royal Artillery, retired; Mr. James Laino; 
Mr. Leonard William Bickford Smith; Mr. Charles Stanley Robinson, M.A., E.I.C., M.I.Chem.E. • 
representing Messrs. Imperial Chemical Industries Ltd., 

called and examined. 


2578. Chairman : We have been supplied with a 
statement in full by Imperial Chemical Industries, 
Limited, and a statement containing the answers to 
the questions ivhich we have submitted to them for 
their answer ; also a statement by the chairman which 
he wishes to give independently of the general state- 
ment by the company. It is proposed, subject to 
everybody’s convenience, that the general statement 
should be read in the first instance and that it 


should be followed by the chairman’s statement, and 
then we will go through the statement containing 
the answers, and any questions which the members 
of the Commission desire to put to any of the wit- 
nesses will follow. Does that meet with your 
approval? 

Sir Harry McGowan: Yes, Sir. 

The following statement was read: 


STATEMENT SUBMITTED BY MESSRS. IMPERIAL CHEMICAL INDUSTRIES LTD. 


1 . There is a widespread, but utterly fallacious, 
impression that Imperial Chemical Industries, 
Limited, is essentially an armaments firm, engaged to 
a large extent in the production of war materials. 

2. I.C.I. is advantaged far more by the profits of 
peace-time operations than by the results of the 
sharp peaks of emergency production. The company 
enjoys real prosperity only in extended periods of 
tranquillity and industrious endeavour. 

3. I.C.I. is the result of a combination of interests, 
the products of which cover a very wide field 
ranging from mining, quarrying and, to a minor 
extent, military explosives, non-ferrous metals and 
sporting and military ammunition to an enormous 
variety of chemical products including alkalis, acids, 
fertilisers, industrial gases, dyes, paints, lacquers, 
plastics, insecticides and such goods as leathercloth, 
lightning fasteners, motor bicycles, etc., etc. The 
manufacturing activities of the company are divided 
into eight groups, only two of which (the explosives 
and metals groups) are directly .concerned with the 
manufacture of munitions. Even in these two groups 
sales of military products are only about 5-6 per 
cent, of their turnover. In relation to the total turn- 
over of I.C.I., its total sales of military products in 
the last five years are only 1-8 per cent., whilst 
foreign sales are only 0-9 per cent. The proportion 


of the company’s total profits attributable to “ arms 
and munitions of war ’ ’ averages only 1 • 4 per cent, 
over the same period. 

4 . These military products consist mainly of pro- 
pellant powders and T.N.T. — the latter also being 
incorporated in mining explosives — and small arms 
ammunition or component parts therefor, such as 
brass cups, discs and cartridge cases. To remove 
any misunderstanding it should be stated that, in 
addition to their present moderate capacity engaged 
in the manufacture of such products, I.C.I. with the 
full knowledge and desire of H.M. Government, are 
without subsidy maintaining for use, or in a condi- 
tion capable of rapid installation for use in case 
of national emergency, certain plants for military 
explosives and small arms ammunition. These have 
not been employed since 1918 and do not, therefore, 
find a place in the company’s active field of 
operations. 

5. A definition of “ armaments ” has been made 
which directs the Commission exclusively to the 
concerns .which are equipped for building battleships 
and manufacturing guns, tanks, ammunition, ex- 
plosives, and the like, with a consequent creation of 
public prejudice against these particular concerns. 
But it must be apparent that there is hardly an 
industry in the country that is not interested in 
materials for military activities. 
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6. Reference has been constantly made to a 
“ traffic in arms ” and in conjunction with this 
directors and shareholders in industrial enterprises 
have been freely pilloried. “ Traffic in arms ” has 
been compared to the “ drug traffic ” and the “ slave 
traffic.” There is no evidence that the Company, or 
any individuals connected with it, are actuated by 
any base or imiiroper motive in supplying — in open 
competition with manufacturers of other countries, 
and always and only by British Government licence — 
the materials considered necessary by friendly 
nations for purposes of national defence. The com- 
pany has submitted a list of its agreements, under- 
standings and associations with other concerns 
engaged in similar activities to its oAvn, and a study 
of those documents will show that for the most part 
the agreements deal solely with iudustrial com- 
modities. The company holds that this evidence 
successfully disposes of the claim that it is, directly 
or indirectly, party to what has been designated an 
“ International Armaments Ring.” 

7. Suggestions have been made that attempts to 
stimulate armament business in certain directions 
have been made either by newspaper propaganda, or 
by otherwise insinuating that others are purchasing 
armaments. It has also been suggested that attempts 
have been made to influence international con- 
ferences and to hinder the British .Government’s 
efforts for universal peace. Such insinuations, if 
made in relation to I.C.I., are refuted. 

8. In the years I9I4-I918, the facilities which 
existed in this country for the manufacture of muni- 
tions and the expert technical knowledge of them 
possessed by certain firms were freely drawn upon by 
H.M. Government and regarded as a vital asset in 
the successful defence of the country. The position 
is not very different to-day, when other nations are 
rapidly increasing their armed forces, that we can 
now afford to dissipate the collective potentialities 
of private industry. 

9 . It has been suggested that private industry to 
some extent failed the country in the War. There 
may have been some sueh instances, although it 
should not be forgotten that war-time requirements 
are so peculiar and colossal as compared with peace 
time that they cannot always be anticipated. I.C.I. 
claims that during the War its associated companies 
did all, if indeed not more, than could have been 
expected, and kept their promises, and they were at 
the time thanked accordingly. 

10 . Certain statements have been made publicly 
to the effect that the costs of private enterprise 
materially exceeded those of Government factories 
during the war period. True comparisons are well- 
nigh impossible owing to varying conditions and the 
wide differences in methods of costing. It was im- 
possible to avoid this under the extreme pressure of 
the time, but it is relevant as regards costs com- 
parisons to refer to the principal Government 
factory. In this connection attention is directed to 
the Report by the Committee of Enquiry into the 
Royal Ordnance Factory, Woolwich,* submitted to the 
then Minister of Munitions (Lord Inverforth) which 
appears to be particularly appropriate to the point. 
Dealing with costs the report states: — 

“ During the War no complete accounts or 
statements of costs have been rendered by Wool- 
wich as stock has not been taken since the 
beginning of the War, so that even the yearly 
figures of costs of iiroduction are not now avail- 
able.” 

And, further, that: — 

The control, supervision and management of 
Woolwich have in the main been conducted during 
the War without any adequate systematised know- 
ledge of what the various products were costing.” 

11 . On the point of utility to the State, I.C.I. 
while not to any material extent engaged during 

lines of peace in the manufacture of military pro- 
ucts, as shown in paragraph 3, has great potential 

* Cmd. 229. 


resources for their manufacture, as although many 
of its plants were designed for commercial products, 
they can be readily converted to other uses. For 
example, we produce considerable quantities of nitric 
acid which is a basic material for practically all 
high explosives manufacture. From the by-iproducts 
of the hydrogenation of coal, for the production of 
petrol, we can produce certain compounds which 
enter into particular types of high explosives. We 
manufacture nitro-cellulose for industrial purposes, 
and could readily change over to nitro-cellulose for 
military explosives. Some of our sporting powder 
plant could be utilised for military propellants. 
Our nitrogen plant for the production of fertilisers, 
is capable of being converted to produce ingredients 
necessary in certain disruptive explosives. Our nitro- 
glycerine plant, used in connection with the manu- 
facture of mining and quarrying explosives, can be 
turned over to the production of a necessary in- 
gredient for the manufacture of cordite, subject, of 
course, to the continuance of the necessary pro- 
duction of explosives for coal mining. Detonators, 
safety fuse, gunpowder, and other materials, which 
we manufacture for the mining and quarrying in- 
dustries, appropriately modified, can be used for 
military purposes. 

12. Under modern conditions of war it would be 
impossible for any first-class nation to defend itself 
without an extensive, highly skilled and perfectly 
equipped chemical industry, such as that available 
in I.C.I. 

As evidence of the great contribution towards 
national security made by I.C.I. in pursuit of its 
normal peace-time activities the following illustra- 
tive details are submitted. These indicate that the 
chemical industry of the country has been placed 
on a sound basis and that it has been enabled to 
achieve its proper place internationally, whilst at 
the same time the essential reserve of trained workers 
and technicians has been built up. An efficiently 
organised chemical industry is necessary to any 
highly industrialised country, particularly to one 
with great textile industries exporting a large pro- 
portion of their production. Without such products 
as caustic soda, soda ash, chlorine, sodium sulphide, 
dyestuffs, sulphuric and other, acids these industries 
could not exist. 

(a) Nitrogen and Petrol Synthesis. 

During the War Germany was very largely throivn 
back on her internal resources, and she would have 
been unable to continue the War unless she had 
been able to obtain the supplies of nitric acid, 
essential for the continued manufacture of military 
explosives, as a result of her chemical industry de- 
veloping the large scale fixation of atmospheric 
nitrogen. British nitric acid requirements were 
dependent on the importation of nitrate of soda 
from Cliile, and sulphur from America and Spain, 
and were only secured by the strength of our Navy. 
It may be mentioned that approximately IJ tons of 
nitrate of soda and ^ ton of sulphur are required 
for every ton of cordite or T.N.T. made. 

The Government, recognising the extreme danger 
of this position decided in 1918 to erect a nitrogen 
fixation plant at Billingham although the technical 
knowledge available was scanty and inadequate. 
However, the War ended before much could be 
achieved and when Brunner, Mond & Co. took over 
this venture they had to start de novo. Since then 
that firm, and subsequently I.C.I., have developed 
the technique to a high state of efficiency and have 
created at Billingham an industry which employs 
directly nearly 10,000 men. 

The obvious peace-time utilisation of fixed nitrogen 
is largely in the direction of nitrogenous fertilisers, 
and after the War Germany, and at a later date 
I.C.I., were able not only to meet all home require- 
ments but to obtain world markets. The growth of 
economic nationalisation, however, soon diminished 
these markets and it became necessary to find other 
moans of employing surplus plant. 
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The technique of the hydrogenation of coal to 
produce petrol has much in common with the high 
pressure synthesis of nitrogen compounds, and as a 
result of many years intensive research I.C.I. is 
employing a good deal of its surplus nitrogen plant 
and machinery, together with much new and special 
equipment, on the hydrogenation of British coal 
and creosote to produce petrol. 

Among the products manufactured at Billingham — 
all for industrial or agricultural purposes — are 
ammonia, nitric and sulphuric acids, ammonium 
nitrate, sulphate of ammonia, nitrate of soda 
and petrol. All of these would play a vital part 
during a time of national emergency and in their 
production I.C.I. is entirely self-contained and com- 
pletely independent of any imported material. 

The technical organisation at Billingham has, not- 
withstanding the many difficulties which had to be 
overcome, been built up to a high state of efficiency. 
It contains some of the best technicians not only 
in this country but in the world. 

(b) Dyestuffs Manufacture. 

It is axiomatic that a sound dyestuffs industry 
is essential to national security and well-being. The 
recognition of this by the British Government was 
evidenced by their active participation in British 
Dyestuffs Corporation and by their willingness to 
prohibit the importation of such dyestuffs as could 
be produced in Great Britain even when a free- 
trade policy prevailed. 

At the end of the War, and for some time after- 
wards, the dyestuffs industry in this country was in 
a struggling condition, and although protected, as 
far as the home market was concerned, by Govern- 
ment regulation of iniports, it was quite unable 
to hold its own in foreign markets. The position 
is now entirely changed, chiefly owing to the efforts 
of I.C.I. The expenditure of large sums on plant, 
processes, and research, combined with wide experi- 
ence of international trading has placed Great 
Britain on a competitive footing with other foreign 
producers in the dyestuffs markets of the world. 
In addition, direct security of employment has been 
created for about 3,000 British workmen and some 
hundreds of organic chemists. Indirectly numerous 
other workers have benefited, as practically all the 
raw materials used in' the dyestuffs industry are of 
home manufacture. 

There is an ill-informed impression current that 
the dyestuffs industry is interested in the pro- 
duction of poison gases. This is entirely untrue. 
I.C.I.’s plants and processes are exclusively designed 
and employed for industrial purposes. It is, how- 
ever, a national asset that the knowledge of organic 
chemistry, the trained personnel and the varied and 
flexible plant employed in this industry could he 
used in an emergency to make almost any organic 
compound. 

It is not to the interests of dyestuffs makers to 
devote time and attention to materials to be used 
for lethal purposes. Phenol, for instance, which is 
obtained as a by-product from gas works, or can 
be synthesised in a suitably equipped dyestuffs plant, 

IS used in large quantities in the production of 
synthetic resins of wide application in industry. 

It can also be converted into phenacetin, a 
pharmaceutical product of widely recognised 
beneficent properties. When treated with nitric 
acid It IS converted into picric acid, which can be 
used as a dye intermediate, being the starting 
material for certain chrome dyestuffs. It can also 
be used for dressing wounds and burns and, of 
course, as a munition of war. It is obvious that 
the interest of the organic chemist and his chief 
employer, the dyestuffs manufacturer, will be 
focussed on the pharmaceutical and industrial 
aspects of ^ phenol and its derivatives. It is a 
purely accidental circumstance, of little interest 
to them, that Its derivative, picric acid, can be 
used as an explosive in time of war. 


What ' has been said of phenol applies also to 
many other organic substances handled by the dye- 
stuffs maker. In Germany the organic chemists, 
who built up such a wonderfully successful dyestuffs 
industry, soon turned their experience in research 
technique towards the invention and perfection of 
new organic ipharmaceutical products. In the result 
a large and flourishing industry was created and 
incalculable medical benefits were conferred upon 
the world. It is only logical to expect that the 
organic chemists in this country, having succeeded 
in dyestuffs manufacture, shoidd aijply their in- 
creased knowledge and experience of organic 
chemistry to the development of organic pharma- 
ceutical substances. I.C.I. has already made some 
progress in this direction in its dyestuffs research 
laboratories and factories. Other British firms are 
doubtless doing so as well and the British Empire 
is now less dependent than formerly on German or 
other continental pharmaceuticals for the relief or 
control of tropical diseases. 

With so much to be achieved in the field of organic 
chemistry in humanitarian and remunerative in- 
dustrial directions, it is obvious that I.C.I. would 
not be prepared to waste time or money on poison 
gases and other lethal substances of almost 
negligible application save in time of emergency. 

(c) General Chemicals. 

(i) Sulphuric .4-cid. 

In paragraphs 37 and 38 of Dr. Addison’s State- 
ment of Evidence,* he states that additional capacity 
of 400,000 tons of oleum per annum had to be 
created and quotes £750,000 as being the capital 
cost. Even under present peace-time conditions the 
cost would exceed £2,000,000. 

He also states that the bulk of sulphuric acid 
used in peace-time is produced in the form of dilute 
acid, whereas for explosives manufacture con- 
centrated acid (oleum) is required. The balance 
between these two forms has, however, radically 
changed since the War. During the year July, 
1933-June, 1934, the members of the National 
Sulphuric Acid Association (representing 00 per 
cent, of the total sulphuric acid production of Great 
Britain) made 1,113,614 tons of acid, of which no less 
than 301,828 was oleum. During this year the 
oleum plants have produced at the rate of approxi- 
mately 335,000 tons annually and this rate will, 
as the result of plant extensions at present pro- 
ceeding, be increased to approximately 400,000 tons 
before next year. 

Striking as is this increase in the capacity of 
British Chemical Industry for the production of 
oleum, from the point of view of national emer- 
gency, of equal moment is the change in the tech- 
nique of the manufacture of nitric acid. During the 
War nitric acid could only be made by acting upon 
imported nitrate of soda with sulphuric acid, of 
Avhich 1-5 tons was required for every ton of nitric 
To-day the whole of I.C.I.’s requirements of 
nitric acid for their own use and for external sales 
are made from ammonia, synthesised at Billingham 
from coal, water and air. In this manufacture sul- 
phuric acid is only employed for concentration pur- 
poses, and the total usage i)or ton of nitric acid is 
only O'l ton. As cordite, T.N.T. and other military 
explosives need ajjproximately ton for ton of nitric 
acid in their manufacture, it will be seen that there 
IS a reduction of 1-4 tons per ton of explosive in the 
sulphuric acid now needed. In consequence it seems 
reasonably certain that the difficulties as regards 
sulphuric acid supply described in Dr. Addison’s 
evidence cannot recur in this country. 

Reference must also be made to I.C.I.’s achieve- 
ment in developing a process to produce oleum from 
British calcium sulphate. Over 40,000 tons of con- 
centrated sulphuric acid were made by this process 
in I.C.I. plants in 1933, and to-day they are 
equipped to produ ce at the rate of nearly 90,000 
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tons annually of this commodity, using calcium sul- 
phate as the source of suliphur. In the year July, 
1933-June, 1934, nearly 460,000 tons of sulphur or 
sulphur-containing ores were imported into Britain 
as raw material for sulphuric acid production. In 
time of emergency no doubt this figure would rise 
appreciablj' unless the new I.C.I. technique were 
applied to substituting home-produced calcium 
sulphate for these importations. 

(ii) Chlorine and its Derivatives. 

Chlorine, either as such or in the form of bleaching 
powder, sodium hypochlorite, hydrochloric acid, 
chloroform, carbon tetrachloride and many other 
organic chloro-compounds, has been for many -years, 
and is increasingly so, one of the most important 
and useful servants of the community and of the 
industries that sustain it. It is a basic raw material 
not only for dyestuffs, but for such important indus- 
tries as the cotton textile and the paper trades, for 
which it constitutes the only bleaching agent. I.C.I. 
and its predecessors — the United Alkali Company 
and Castner-Kellners — have developed the electrolytic 
production of chlorine to a high degree of efficiency, 
and, through research expenditure and technical 
skill, have devised processes for the conversion of 
chlorine into compounds which find a rapidly in- 
creasing outlet for the purposes of industry. 

It is well known that chlorine was used in the early 
days of the War for gas attacks, but became obso- 
lete. It is also true that, like many other sub- 
stances, in combination with various other chemical 
elements, it forms a variety of compounds, some of 
which have lethal properties rendering them capable 
of being used as weapons of offence in war time. 
Evidence of this kind has been laid before the Royal 
Commission and the suggestion has been made that 
some sort of State control should be exercised over 
chlorine production. Mustard gas contains such 
elements as carbon, chlorine, hydrogen and sulphur, 
and on this line of reasoning it would appear that 
the manufacturer of one or more of these elements 
is potentially a producer of mustard gas and a 
menace to the State — unless controlled. 

But it is also an important fact, which should not 
be overlooked, that chlorine, apart from the im- 
])ortant role played for purely industrial and peace- 
ful purposes, affords, in the form of bleaching 
powder, the only known efficient means of decon- 
tamination after a mustard-gas attack, and so is a 
defensive weapon of the highest value, not only to 
the military, but possibly also to the civilian 
population. 

It is only necessary to add that I.C.I. docs not 
produce mustard gas, nor any other lethal gas for 
offensive purposes, and there is a long-standing in- 
struction within the company that it is not to do so 
save at the direct request of the British 
Government. 

To sum up, it is claimed that as a result of I.C.I.’s 
investment of very large sums of money in the manu- 
facture of the peace-time requirements of industry 
and agriculture, there has been made available, 
technique, experience, plant and iiersonnel which 
enables this country to obtain in war-time vital 
requirements for which previously reliance had to be 
placed on foreign sources. 

13 . The proposal to nationalise all factories engaged 
in the production of munitions could only be carried 
out at tremendous cost and' would be economically 
unsound. Supposing for argument sake the Govern- 
ment proposes to enter the chemical industry 
(although it would be obviously unreasonable to 
single out this industry for the establishment of a 
State monopoly whilst other industries also essential 
to the State in emergency are to be allowed to main- 
tain their private status), the chief problem to be 
faced is the export trade which under normal con- 
ditions is entirely commercial in its scope. The 
Government would then be competing with iirivate 


firms established in other countries. This would 
inevitably lead to international complications unless 
we assume that every manufacturing nation is going 
to act similarly. It is evident that the nationalisa- 
tion of the chemical industry, or even a part of it, 
would involve the Government in establishing a 
chain of factories, many of which to a great extent 
would almost certainly stand idle for many years; 
and, when needed, be found to be hopelessly in- 
efficient, if not practically out of date. 

14 . Even if the huge capital cost of nationalising 
the chemical industry is ignored, the question of per- 
sonnel cannot be overlooked. It should not be 
assumed that executive and technical men who have 
been successful in commercial life would necessarily 
be willing to throw in their lot with a State 
monopoly. Generations of experience have been 
exiiended in establishing private enterprise on a 
solid foundation, and the lack of the incentive of 
commercial rivalry would tend to prejudice the 
maintenance of the same high standards of efficiency. 

15 . Consideration must also be given to the time 
which it would take to build up a State monopoly, 
even if its purpose were limited to the manufac- 
ture of essentially military equipment and materials. 
Many years must elapse before such an organisa- 
tion could possibly be created and equipped with the 
scientific, technical and industrial knowledge neces- 
sary to make it entirely independent of other sources 
of supply. It is open to doubt whether in many 
cases a State monopoly would be able to achieve 
that end at all. 

16 . If, however, these arguments should not weigh 
with the Commission and the State is to be involved 
in heavy capital expenditure on the building of State 
factories designed exclusively for use in the case of 
war, then the Government should at the same time 
ensure that everything xiossible is done, by placing 
orders with industry, to encourage the maintenance 
of manufacturing experience, the continuance of 
research and developments arising therefrom which 
would prove to be of vital importance if, and when, 
the industries of the country have to be mobilised 
to deal with the enormous demand for supplies in 
time of crisis. In such circumstances, I.C.I. would, 
as it has always done, willingly throw the whole 
weight of its resources into the scale. 

17 . In considering the question of nationalisation, 
while it is agreed that national defence is of para- 
mount importance, the Company holds the view that 
State-owned factories alone would be quite unable 
to meet the demands of this country and the Empire 
in the event of a great war. 

18 . The only satisfactory means of ensuring a suffi- 
cient output of materials of all kinds, neoess.ary in 
case of war for our armed and auxiliary forces and 
for the protection of our civil population who may 
be exposed to almost equal risks, is by nation-wide 
conscription of industrj' as iiractised by the Minis- 
try of Munitions in the period 1915-1918. In such 
a situation, there can be no doubt about the in- 
adequacy of a State monoiioly as a guarantee of 
national security. Much greater benefit and security 
can be obtained from the establishment of a per- 
manent supervisory body armed with full powers, 
not to take away from private manufacturers their 
facilities for manufacture and substitute as an experi- 
ment a series of State monopolies, but, with due 
financial safeguards, to co-ordinate private manu- 
facture and provide such auxiliary help as may be 
necessary by the erection of purely military factories 
where the demand is likely to be in excess of the 
capacity of private concerns. We have such military 
factories to-day in our dockyards and naval bases, 
and at places such as Woolwich, Waltham Abbey and 
Holton Heath ; and it is suggested that it is for the 
Government to decide, after making a complete 
survey, how far it is necessary or practicable to lay 
down national factories to augment the production 
of industrial concerns. Under such a scheme it 
would be the duty of the supervisory body to take 
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a census of production at periodic intervalsj to work 
out plans for ensuring supplies of all necessary 
materials and equipment, to see that adequate 
“ security ” stocks of essential supplies were avail- 
able, that transport arrangements and all the other 
services including recruitment of personnel, are pre- 
perly’ catered for, and other activities which were, 
in fact, the responsibility of the Ministry of Muni- 
tions during the last war. 

19 . There should be no undue interference with 
private enterprise, but every possible means should 
be taken to encourage it to co-operate to the full 
with H.M. Government in order that this country 
may never be found unprepared. I.C.I. and its 
piedecessois have always been in close contact with 
British Government staff on technical and manufac- 
turing problems and have given freely and continue 
to give of the knowledge acquired through experi- 
ment and research. 

20. V ith regard to the provision of arms to other 
nations, the present system of export licences ensures 
that H.M. Government is satisfied on military and 
policy grounds that the orders placed with British 
manufacturers are for reasonable quantities and may 
be safely executed. Perhaps, as suggested by the 
U.S.A. Government, there might be the added obliga- 
tion to report all issues of export licences to an inter- 
national body, the latter stei) having as its object to 
ensure a more rigid adherence to this system by 
all manufacturing nations than has obtained in the 
past. The purchasing governments would however, 
for obvious reasons, probably object to the publica- 
tion of this information. No other system can 
provide better safeguards, and the only alternatives 
are for H.M. Government and other governments 
themselves to undertake the supply, of arms to 
friendly nations, or abolish exports altogether. No 
proof has been adduced that it would minimise the 
possibilities of war or lead to a better understand- 
ing if the supply of arms by private concerns were 
abolished and governments became the vendors. 
I.C.I. IS not aware that H.M. Government has 
granted loans for the purchase of munitions or sub- 
sidised exports of munitions in any way. It is 
pertinent to inquire, however, whether the same can 
be said of other countries, particularly of such 
countries where there is a state manufacture of 
munitions, the purchase of which is a condition 
precedent to the granting of a loan. Furthermore, 
if all exports were prohibited, this must necessarily 
lead to much wider-spread manufacture by all 
nations, in order that each may be able to produce 
its own requirements. This in turn would give 
greatly increased capacity for production of war 
materials, much of which for efficiency reasons would 
be kept going. The temptation to manufacture 
beyond defensive requirements might become 
irresistible. 

2ith September, 1935. 

2579. Chairman ; That is the end of the Imperial 
Chemical Industries’ statement. Now, Sir Harry 
McGowan, will you make your statement? 

Sir Harry McGowan : As chairman of Imperial 
Chemical Industries, Limited, I welcome the oppor- 
tunity of appearing personally before this Royal 
Commission. 

I am accompanied by two of my colleagues on the 
board, Mr, H. J. Mitchell and Mr, John Rogers, 
and, in addition, I have with me of our staff, 
Colonel E. F. Creswell, Mr. James Laing, Mr. C. S. 
Robinson and Mr. L. W. B. Smith. 

They, of necessity, are more familiar with the 
details of the munitions side of our business and 
will be able to answer any questions which you, Sir, 
or your colleagues, may care to put to them. I 
shall, therefore, confine myself to the broad ques- 
tions of policy and general principles. 

If you will look at the printed outline of our 
evidence,* you will observe that in the opening 

* See p. 439, supra. 


paragraphs we give facts which I trust will, once 
and for all, disprove the widespread fallacy that 
Imiierial Chemical Industries, Limited, is essentially 
an armaments firm. ^ 

The exact contrary is the case; munitions repre- 
sent 1-4 per cent, of the total profits of the com- 
pany; or, putting it another way, of the amount 
we pay in dividends, onlj' one-seventieth comes from 
inunitions. Our interests, therefore, obviously lie 
in the largest measure in jiroducts which are out- 
side your definition of armaments; and for the pros- 
perity of the company we desire nothing more than 
a state of tranquillity, in order that we may con- 
tinue to expand our peace time industries. 

\Vith regard to our munitions manufacture, small 
as it is, 1 want to emphasise as strongly as pos- 
sible that this is conducted with the full knowledge 
of the government departments concerned. I will 
go further and say that these deiiartments are not 
only given the fullest facilities for knowing exactly 
what we are doing, including quite often the free 
transfer of technical information, but developments 
in our business are sometimes made at their request 
and if the slightest doubt arises in our minds 
whether any particular course should be followed, 
we do not hesitate to consult their wishes in the 
matter. 

Uou, Sir, will understand that I am speaking 
with a due sense of the responsibilities of my posi- 
tion, and I must add that I am imposing uxion 
mj-self considerable restraint. Direct charges 
against my company during this Inquiry have been 
few; indeed, in the case of one or two witnesses, 
the company has been complimented on its efficiency. 
Other witnesses have asked you to call one person 
and another, and suggestions have been made that 
you should inquire into this and that. Such sug- 
gestions contain an innuendo that there is some- 
thing, always undefined, which if you will only 
search long enough you will find, to support the 
allegations which have been made. We are pre- 
jiared to deal with all oi' any of these matters, 
however trivial or even ridiculous some of them 
may seem, just as the Commission may desire. 

In the meantime, I may perhaps deal with one 
of the suggestions that have been made. Y’ou have 
been asked to call for the agreements contained in 
a list,* which it was alleged was a list of repre- 
sentative documents. There were cited 38 such 
documents. The facts are that of these 38, 18 are 
non-existent as agreements. Of these 18 four refer 
to investments in explosives companies but only 
one of these investments is in a company which 
makes military as well as industrial explosives, 
and that is in Czecho-slovakia. I should also like 
the Commission to know that of the remaining 20 
agreements, four only have any reference to 
munitions. 

2580. Chairman: May I interrupt for one moment? 
You say “ There were cited 38 such documents. 
The facts are that of these 38, 18 are non-existent 
as agreements.” When you say that 18 are non- 
existent as agreements, does it mean that they are 
not signed agreements, but they are under- 
standings? 

Sir Harry McGowan, : It means that they are 
not agreements dealing with munitions, either 
technically or commercially. 

2581. Chairman: I am rather puzzled by this. First 
of all you say that 18 of them are non-existent and 
then you say “ Of these 18, 4 refer to investments.” 

It is not plain to me what that means. 

Mr, Mitchell: Of the 38 documents cited in 
this memorandum, 18 are non-existent. The words 
“ as agreements ” should not be there. 

2682. Chairman : And then you go on to say “ Of 
these 18.” 

Mr. Mitchell: That is a mistake. Eighteen 
are non-existent. There are no agreements existing, 
but we have investments in four companies, reducing 
the non-existent figure to 14. 
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2583. Chairman : You mean thei'e are no agree- 

ments. 

Mr. ISlitchell : Tliere are four investments but 
they are non-military investments. 

Sir Harry McGowan : It is within your know- 
ledge, Sir, that long before this evidence to which I 
am referring was tendered to you, you asked to be 
furnished with particulars of our relevant agree- 
ments, and this information was preiiared and 
willingly furnished to you. 

I also resent a little the suggestions that my com- 
pany or any individuals connected with it are 
actuated by base motives in supplying such materials 
as friendly nations, often unequipped with their 
own factories, need. It is sufficient, I think, for me 
to remind the Commission that such supplies are 
only made with the full knowledge of the British 
government, and only under British government 
licences. 

Similarly, I deny that my company has ever done 
anything to hinder the British or any other govern- 
ment’s efforts for universal peace, or has suggested 
to any foreign government that they should buy 
more than they themselves think they need. 

I now come to a point which is, I think, worthy 
of notice. It is to be expected that those whose 
political faith leads them to believe that the 
socialisation of all industry would be for the benefit 
of the nation should seek to discredit the part which 
private industry played in the last war. I do not 
for one moment question the sincerity of those who 
hold that view, nor do I complain of their support- 
ing it by such evidence as has already been tendered 
to j'ou. I venture to suggest, however, that you 
have already heard, and will hear more, evidence 
which will convince you that it is misleading to 
suggest that private industry failed the country in 
the War. That mistakes were made, that miscalcula- 
tions as to quantities required and which could be 
available at a given time, took place, and that 
developments were unforeseen, or not fully antici- 
pated, must be admitteil by everybody. Such mis- 
takes and miscalculations were common to the ser- 
vices, politicians, state-c'ontrolled factories and private 
enterprise. The demands made on private industry 
were peculiar and colossal, and I would remind the 
Commission that it was from private industry that 
the Ministry of Munitions was mainly recruited. I 
claim for the companies which are now associated in 
Imperial Chemical Industries, Limited, that they 
lived up to their promises, and that the thanks 
which were accorded them for their efforts were 
fairly earned. 

In considering under your terms of reference this 
question of the suppression of private manufacture 
of arms, it seemed to me that the Commission 
would want to know something of the part which 
chemical industry is called upon to play under 
modern conditions of war when any first-class nation 
has to defend itself. 

In the hope that it may assist you, therefore, 
I have had set out in paragraph 12 of our evi- 
dence,* a brief statement, to which I call your 
special attention, of how such a chemical industry 
as is available in Great Britain, can contribute 
towards national security when in pursuit of its 
normal peace time activities. The Commission will 
understand that I felt a little diffidence in stating 
these facts because they must inevitably throw a 
high-light on the work of my own company, but 
I do not see how you can obtain a complete picture 
of the position without such information, and my 
technical experts will be very pleased to give any 
further information you may require, or to answer 
any questions on the information already given. 

I can put the matter shortly by saying that here 
you have an example where very large sums of 
money, from private individuals and not from the 
state, have been invested for the manufacture of 
peace time requirements of industry including agri- 


culture. In the result, there is available in this 
country to-day, the technique, experience, plant 
and personnel which enables this country to obtain 
in war time the vital requirements for which pre- 
viously we had to rely on foreign sources. With 
the utmost emphasis of which I am capable, I beg 
the Commission to pause before they recommend 
anything which would destroy this vital asset to the 
country’s safetj'. 

May I again emphasise the matter of personnel. 
The successful meeting of emergency conditions 
depends largely on the required man power being 
available. This involves the adequate dilution of 
skilled management and skilled labour. At our 
Ardeer factory in Scotland, for example, we have 
quite a number of staff and workers now engaged 
on non-military products who have passed through 
the military section and who, therefore, can readily 
and intelligently return to such work, the staff 
having in the interim been kept in touch with mili- 
tary developments. At Witton, Birmingham, we 
have many working on sporting ammunition who 
by their training would be invaluable on military 
small arms. I submit that dilution as per the 
examples now set forth, and these are only in- 
dicative, is not possible in relation to state military 
establishments. 

If I am to be of any further assistance to the 
Commission I think you would probably ask me 
to address myself to the question of the cost in- 
volved and the consequences which must follow if 
the proposal to nationalise all factories engaged 
in the production of all materials of military im- 
portance was acceiited. 

I think what has been said in paragraph 12 of 
our statementt goes to show that although your 
Inquiry is limited to a defined range of products, 
there are manj' substances produced by the chemical 
industry of great importance in peace time, and a 
great deal of machinerj' used in their production, 
which, if the nation is involved in war, are of vital 
importance. 

I want to assume, solelj' for the sake of argu- 
ment, that the government of the day proposes 
to enter chemical industry. 

My first point is that I think it would be quite 
unreasonable for the government to select this in- 
dustry for a state monopoly while other industries, 
equally essential in times of emergency, are allowed 
to maintain their private status. Logically, the 
government must select all or none. 

If we ignore this point, however, we then come 
to another difficulty which is even more fundamental, 
that is, the problem of export trade. Let us imagine 
for one moment that the government is in control 
of chemical industry. In other countries, where 
private enterprise still remained, the traders in 
those countries would be competing for the world 
markets. One of their competitors would be the 
British government, who in peace time would have 
to sell the products of British chemical industry in 
all parts of the world against the private traders 
in foreign countries. 

I would not presume, merely as a business man, 
to visualise the international complications which 
must ensue, but of one thing I am certain and that 
is that these complications must inevitably 
embarrass any government when entering into those 
commercial treaties with foreign countries which 
have become part of the government’s policy. 

It was made perfectly clear at the Ottawa Con- 
ference that the constituent parts of the Empire 
desired to consider how trade could bo increased 
within the Commonwealth. It was made equally 
clear that this did not preclude our making 
arrangements with foreign nations who desired to 
trade with us on a basis of equality. Since Ottawa, 
various agreements have been made with foreign 
countries. In most of these agreements official notice 
has been taken of subsidiary agreements made 
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between various industries in each of those countries 
and corresponding industries in Great Britain. If 
the British government itself had been a trading 
body making those subsidiary agreements, I say 
unhesitatingly it would have caused the government 
great embarrassment, and I doubt very much 
whether any of those treaties could have been com- 
pleted in their present form. 

I would like to test this proposal a little further. 
It involves one of two things. Either you take over 
the existing factories, in which case, presumably, 
compensation would he paid for the factories 
acquired ; or j'ou set up a chain of national 
factories, many of which would almost certainly 
stand idle for many years. In either case the 
government is involved in very considerable expendi- 
ture. That is not the worst feature. Such factories, 
whether acquired or built, unless they were operated 
in peace time in competition with foreign manu- 
facturers, could hardly in time of crisis be expected 
to be efficient and up to date. 

The Commission has had evidence, designed to 
show the practicability of the prohibition of the 
private manufacture of and trading in chemicals and 
explosives, and the institution of a state monopoly. 
In my view none of this evidence shows any real 
understanding of the problems of chemical and 
explosives manufacture, but appears to be based on 
printed formulae and published processes. 

But supposing, again solely for the sake of argu- 
ment, we ignore the huge capital cost of nationalis- 
ing the chemical industry, and the many years of 
practical experience gained by those engaged in the 
industry, we are still faced with the problem of 
personnel. 

It has been very truly said that business men 
during the last war threw themselves wholeheartedly 
into the service of the state. From that it is 
assumed that in peace time, if the state assumes 
control of chemical industry, or any part of it, 
executive and technical men who have been 
successful in commercial life would necessarily be 
willing to throw in their lot with a state monopoly. 
This I believe to be a complete fallacy. The indus- 
trialists of this country have had handed down to 
them generations of experience which has been ex- 
pended in establishing private enterprise on a solid 
foundation. To them, the incentive of commercial 
rivalry has led to very high standards of efficiency. 
To remove that commercial rivalry in times of peace 
would leave them without the mainspring of their 
actions and would leave the country in time of war 
with less efficient manufacturing units. 

I should be lacking in my duty if I failed to point 
out to the Commission the time factor involved in 
building up a state monopoly. To create and equip 
such an organisation, even if it were within the power 
of the state to do so, must involvei a lengthy period. 

I can imagine, however, that you may say that, 
so far, my criticisms have been merely destructive, 
but I believe it was necessary to point out the con- 
sequences which, in my opinion, ivould follow state 
control in order that you may have a complete 
picture before you. With that picture in mind, I 
desire to make one or two constructive suggestions. 

In view of .what I have already said, and the con- 
fidential figures we have furnished showing that 
undue profits exist only in the imagination, it .will 
not surprise you if I add that I do not criticise 
those persons who are desirous, in their own words, 
of “ taking the profit out of war ”, by which I 
suppose they mean making profiteering in war re- 
quirements impossible. If one looks at the list of 
munitions which the Commission is considering, one 
cannot help being struck by the variety in character. 
The production of the items cited involves many 
differences in the capital employed, research ex- 
penses, wages, materials and explosion risk. There- 
fore, it does not seem to me that it would be pos- 
sible to evolve one simple scheme to control the 
profit on all those’ items. 


If you ask me to state in general terms what is my 
position with regard to the control of profits on 
munitions of war, it is this. I am responsible to 
my shareholders for providing a fair return on the 
money invested. I desire no more and no less. I 
am prepared at any time tliat my o.wn staff shall 
discuss, with representatives of the government, our 
costs of production before they place an order with 
us, and that we shall agree with them what is a 
fair return on the capital involved. Obviously 
this is a question, the details of which in the public 
interest we could not discuss to-day, but if the Com- 
mission desires me to go into further detail on some 
other occasion, I shall be onlj' too pleased to do so. 

Witli regard to the export trade in munitions, I 
would remind you that, as I have already said, this 
business can only be taken subject to -the govern- 
ment allowing such export, and has to be secured 
in the face of international competition. If and 
when this approval is given, I conceive it to be the 
duty of every British industrialist to strive to obtain 
a fair share of that business in order that the British 
industry may remain established in this country, to 
find employment for our people and to keep in action 
plant and personnel which are essential to national 
security. 

While on the subject of the export trade in muni- 
tions, may I say that I think the present system of 
export licences is very useful. It enables the gov- 
ernment to be satisfied that orders placed with 
British manufacturers by foreign countries may bo 
safely executed. In my judgment, no other system 
provides better safeguards. It seems to me that if 
this system of licences were not maintained, the 
only choice which apparently remains is between the 
abolition of exports altogether or the British gov- 
ernment and other governments would themselves 
have to undertake the supply of arms to friendly 
nations. 

Linked with this question of export of munitions is 
a suggestion that governments have granted loans 
for the purchase of munitions, or in some way have 
subsidised the export of munitions. I am not aware 
that the British government has ever done any- 
thing of the sort, but I question whether the same 
can be said of other countries, particularly those 
countries where the manufacture of munitions is 
largely a sta’te monopoly. 

With regard to the total prohibition of all exjiorts 
of munitions, I would point out that this must in- 
evitably lead to each nation setting up its own muni- 
tion factory. In this way increased capacity for 
production would result, and the maintenance of 
that plant in working condition might lead to pro- 
duction in excess of defensive requirements. 

I have already indicated as clearly as I can the 
difficulties which would be encountered if it were 
decided to establish a state monopoly for the manu- 
facture of munitions. If, however, the anticipating 
of emergency requirements involves the building of 
further state factories ready for oiieration if and 
when unfortunately the need arises, I would suggest 
that in normal conditions the government should 
continue to place orders with jirivate industry to 
encourage the maintenance of manufacturing experi- 
ence. It is also necessary that industry should be 
encouraged to continue research, and perhaps of 
even greater importance, that the developments 
arising out of such research should be proceeded with 
in order that when the industries of the country 
have to be mobilised in time of crisis, the results of 
this work may be at the disposal of the government. 

It is perhaps unnecessary for me to add, in view 
of the past record of I. CM., that if such a plan were 
adojited, we should willingly throw the whole weight 
of our resources, as we have always done, in assisting 
the government. 

Jt was essential during the last war to have a 
nation-wide conscription of industry as was practised 
by the Ministry of Munitions. I believe it will.be no 
less essental if we ever have to face another such 
war. The real foundation of the design and provision 
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of implements of modern war strength is the 
technical and production strength of the mechanical, 
metallurgical, engineering and shipbuilding industries 
which exist primarily to provide for the civil peace 
time needs of the nation, and any general policy 
which attempts to segregate the so-called armament 
provision from the industrial machine of the nation 
is foredoomed to failure and, in my judgment, a 
state monopoly would he totally inadequate as a 
guarantee of national security. 

My suggestion, therefore (as indicated in para- 
graph 18 of our statement*), would be that there 
should be established at once a permanent super- 
visory body which would have to he . armed with 
full powers and which would, with due financial safe- 
guards, co-ordinate private manufacture and provide 
such auxiliary help as may be necessary where the 
demand is likely to be in excess of the capacity of 
private concerns. 

If this suggestion were adopted, the procedure 
would be that the government would make a com- 
plete survey of the capacity of governmental and 
industrial concerns, and, after that survey, the gov- 
ernment would then decide what policy should be 
adopted. 

The supervisory board would be required periodic- 
ally to take a census of production and would have 
to work out plans for ensuring all necessary supplies. 
They would have to see that adequate stocks were 
available, and that transport and all other services, 
including personnel, could be provided at short 
notice. They would, in fact, be responsible for doing 
the work which in the last war was done by the 
Ministry of Munitions. Their function would be to 
encourage industry to co-operate in the fullest 
possible manner with the government. 

In conclusion, I think it may be convenient for 
the Commission if I summarise the salient points of 
our evidence. 

1 The proportion of the I.C.I. munitions business 
to the whole is 1-8 per cent., and of the profits 
1-4 per cent. Cur interests are, therefore, obviously 
allied with peace conditions, and we are agreeable 
to such control of munitions profits as will, as hither- 
to, only provide a fair return on the capital in- 
volved. Detailed examination of our agreements and 
investments will prove that neither at home 
abroad are we by such channels interested matei lally 

in munitions. >> i, i- 

2. We have not been parties to any ring but 
on the contrary have often found purchasers playing 
off one manufacturer against others with conseqiient 
unduly increased stringency of specifications and de- 
pression of prices to unreasonably low levels. 

We leave purchasers to estimate their own demands 
and have taken absolutely no part directly or in- 
directly in influencing against peace efforts. _ 

3. For I.C.I. companies we claim that their ser- 
vices in the war period were acknowledged as in- 
valuable and satisfactory. We manned quite a 
number of the largest national factories. We have 
had and still have idle plant at the service of the 
nation without subsidy of any kind. We prefer not 
to enter into controversy on the relative costs of 
private and government manufacture as to the best 
of our knowledge the requisite data on comparative 
lines are not available. 

4. A state monopoly will be costly and take a long 
time to establish. On the other hand in many direc- 
tions our industrial resources are adaptable to 
military needs and are a valuable asset to national 

security. . i • a 

To have a state monopoly of the chemical indus- 
try of this country engaged in exports in com- 
petition with other countries has in our opinion 
only to be mooted to reveal an untenable position. 
We appreciate the work of the British government 
factories and their research, hut claim that we also 
have made valuable contributions and often froe y 
• transfer to them our technical results, the British 
government always having the first, and if it desires, 
the exclusive claim to these. 

* See p. 443, supra. 


We have personnel experienced in military pro- 
ductions and now engaged on non-miljtary work 
who with others will be available as in the War for 
transfer to emergency factories but who might not 
readily accept iiermanent government employment. 

5. Exports of munitions have been adequately con- 
trolled in Great Britain by the licensing system. 
Our exports, while limited, in the absence of orders 
from the British government have been the means 
of keeping certain types of plant alive, although 
not filled, and also have kept a nucleus of personnel 
active. 

It is not in Great Britain, but often in countries 
where there is a state monopoly, that loans have 
been granted to other countries to be taken in 
munitions. To forbid exports is to force the creation 
of factories where there are none. 

6. Our considered view, and the concrete proposal 
which we make for normal periods, is that there 
should be state factories as at present, together 
with private industry receiving a reasonable share 
of orders (profit controlled). They should both be 
guided by an authoritative body which has sur- 
veyed the whole field; this body would be a shadow 
Ministry of Munitions. Behind such a plan I.C.I. 
will throw its whole resources. For war time we 
visualise nation wide conscription of industry. 

This concludes my personal statement, and as I 
said in opening, I shall be glad to answer ques- 
tions of general policy and principles, leaving if 
you please, questions on detail to my colleagues. 

2584. Chairman: The next branch of the investiga- 
tion is to deal with the answers to the Commission’s 
questionnaire. There are one or two questions I 
should like to ask you upon your general statement 
and upon your own personal statement. Sir Harry, 
but they are only anticipatory of the questions that 
will be asked later. I should, however, like to clear 
these points up, if I may. You have dealt with 
the question of taking the profit out of war? 

Sir Harry McGowan : Yes. 

2585. Chairman : You have dealt with the question 
of excessive prices upon government orders, have 
you not, and have suggested that you are willing 
to give the government any access to your costings, 
and so forth, to ensure that jmu shall not be charg- 
ing the government excessive prices? 

Sir Harry McGowan : Yes. 

2586. Chairman: Those are government orders? 

Sir Harry McGowan : Yes. 

2587. Chairman: Then later on you come to the 
export trade? 

Sir Harry McGowan : Yes. 

2588. Chairman: I want to ask this about the ex- 
port trade. Is there keen competition in the export 
trade for the goods that you export? 

Sir Harry McGowan: Competition takes care 
of those prices. Sir. 

2589. Chairman: Competition? 

Sir Harry McGowan: From various manufac- 
turers like ourselves. 

2590. Chairman : Which in itself will keep down 
the prices ? 

Sir Harry McGowan : Oh, surely. Sir. 

2591. Chairman: Then when we come to deal with 
the agreements — I understand that I am to ask AH. 
Mitchell about the agreements— but is it not the 
fact that all these agreements that you have made 
limit the competition by defining areas, and so 


>rth ? TTT 1 no 

Sir Harry McGowan : We have no agree- 

lents. Sir, on military supplies. 

592. Chairman: Well, is that quite Mcurate? 

Sir Harry McGowan: Oh, yes. We have an 

greement with Du Pont as regards selling in par- 
icular areas, but nothing to do with the exchange 
f technical information regarding military supplies. 

593. Chairman: Very well, we will leave that for 
he moment; but your view is that there is keen 
ompetition at present in peace tune With regard 
0 your export trade? 
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Sir Harry McGowan : Very keen. 

2594. Chairman: Well, that deals with that. The 
next question I wanted to ask was this. You deal 
with the licensing question, and you say that is 
efficient and sufficient. Do you export any large 
quantities of your manufactures under a general 
licence ? 

Sir Harn/ McGowan : No; a licence is applied 
for and given for any particular order we get. It 
is not a blanket licence. 

2595. Chairman: It is not a general licence? 

Sir Harry McGowan : No, it is specific. 

2596. Dame Hachel Crowdy : You sometimes have a 
short-term licence, I suppose. Sir Harry, do you 
not? 

Sir Harry McGowan: Yes, covering the par- 
ticular order. Madam. 

2597. Chairman : The only other question I wanted 
to clear up in my mind on your statement is with 
regard to this supervisory body. Your suggestion 
is, as I understand it, that a supervisory body 
should be set up at once? 

Sir Harry McGowan : Yes. 

2598. Chairman : So as to permit the machinery to 
come into operation immediately the emergencv 
arises ? 

Sir Harry McGowan : Yes. 

2599. Chairman: I follow that. Then there are one 
or two questions which I wanted to ask you on your 
general statement before I come to deal .with the 
questions and answers. The first is on paragraph 10*. 
about the comparison of costs between government 
manufacture and private manufacture. You refer 
there to an extract from the report of a Committee 
of Inquiry which indicates that at the time they 
are referring to there there was no sufficient cost- 
ing system at Woolwich; but we have been down 
to Woolwich, and we have inquired into that, and 
supposing at the present moment that there is an 
efficient costing system at Woolwich, is there any 
ground for suggesting that like cannot be compared 
with like? Does it depend purely on the costing 
system ? 

Sir Harry McGowan : I think it depends on 
the basis of the costing system. At Woolwich you 
have an entirely different basis of costing from what 
we have ; but in order to be comipared it must be 
comparable, and of course it depends on the volume 
of the business going through a plant. 

2600. Chairman ; There was one other question 
which I wanted to ask. At the end of paragraph 12 
you say: “It is only necessary to add that I.O.I. 
does not produce mustard gas nor any other lethal 
gas for offensive purposes, and there is a long-stand- 
ing instruction within the company that it is not 
to do so save at the direct request of the British 
government.’’ Does that mean that no mustard gas 
or other lethal gas has in fact been produced since 
the War at all by I.O.I. ? 

Sir Harry McGowan : Yes, that is so. 

2601. Chairman: There has been no export? 

Sir Harry McGowan : No export. Sir. 

2602. Dame Hachel Crowdy: That, of course, does 
not cover research, obviously? 

Mr. Boyers : None of our research people -are 
busy at all on devising poison gases for use in war. 

2603. Chairman : Of course, that does not cover 
the materials out of which gas can be made; hut I 
am only referring to the actual manufactured gas? 

Sir Harry McGowan : That is correct. Sir. 

2604. Chairman : Then we will go to the questions. 

I will deal with that part of the evidencet myself, 
and I will go through it with you. I will just ex- 
plain that the questionnaire which we addressed to 
you was the same questionnaire which we addressed 
to Messrs. Vickers. It is the questionnaire of the 
23rd April, and your answer eventually came on the 
4th October, 1935. You say: 

“ With reference to the accompanying letter 
of to-day’s date, which is the formal answer to your 

* See p. 440, supra. 
t Appendix 2, p. 466. 


communication of 23rd April, 1935, I must refer to 
the various documents which have been sent there- 
with, in order that I may indicate those which are 
of a private and confidential nature. 

“ For the sake of clarity and to show how the 
answers to Questions Nos. I and 2 have been reached, 
the figures from which these answers have been de- 
rived have been embodied in one statement marked 
‘A’’’. 


Now, Questions 1 and 2 were: “1. The proportion 
of the total turnover in each of the last five years 
attributable to the production of arms and munitions 
of war. 2. The proportion of the turnover in each 
of the last five years, representing arms and muni- 
tions of war, attributable to (a) United Kingdom, 
(6) British Empire and (c) foreign orders.’’ 

You answered that in this way on the next page: 
“ Question No. 1 : The proportion of the total turn- 
over in each of the last five years was, in percent- 
ages, 1-6, 2-3, 2-0, 1-6, and 1-5. 

Then you answer Question No. 2 in the same way 
fully, and you have also given us the make-up by 
which you arrive at those figures; and inasmuch as 
you say that that make-up includes the details of 
your whole business, commercial as well as the muni- 
tions business, you say that it is reasonable that we 
should allow you to treat the make-up as confiden- 
tial. We agree to that. It seems reasonable. You 
have given us an answer to the question, and in 
order to assist us you have given the make-up out 
of which you arrive at the conclusion so that we 
can test it? 


Sir Harry McGowan: Yes, Sir. 

2605. Chairman : Then I will read on. “ The 

method adopted has involved the disclosure to the 
Commission of certain figures relating to all our 
activities, e.g., our total turnover figures. I believe 
you will agree it will be unnecessary, and it 
certainly would be misleading and prejudicial to the 
company’s interests, for such figures to be made 
public. These figures are, therefore, given to the 
Commission on the understanding that they are 
treated in strict confidence and that any questions 
based on them which the Commission desire to ask 
shall be asked in camera." 

Then Question 3 is : “ The estimated value of 
plant ....’’ and the answer is £1,316,436, and 
you say that details of the total figure are shown 
in Al. 

Then you go on to say: “ In answering Question 
No. 3 we have attempted to estimate the value of 
property and plant emplo}’ed in military products 
and have furnished a table which also contains con- 
fidential figures. The total figure cannot be 
regarded as anything more than a careful estimate. 
Its preparation has involved an enormous amount of 
work, but I must nevertheless make it clear to the 
Commission that it would only be possible to ascer- 
tain the exaet value of the plant by having an 
independent valuation by competent chemical 
engineers. This would entail the expenditure of 
much more time and money ’’. That again is a case 
in which you have given us the answer, and given 
us the way in which you have arrived at it? 

Sir Harry McGowan : Yes. 

2606. Chairman : But you wish the way you have 
arrived at it to be confidential to us, as a means of 
testing the correctness of your answer; that is right, 
is it not? 


Sir Harry McGowan : Quite correct. 

2607 . Chairman : Then you go on to Question 4, 
“ The amount of declared profits ....’’ and so 
on, and you give the figures, and you say the pub- 
lished accounts for five years are marked “ A2.’’. 
Those were the published accounts ? 

Sir Harry McGowan : Yes. 

2608. Chairman : Well, we have not printed those, 
because they are generally known. 

Sir Harry McGowan : Yes, they are public 
property. 

2609. Chairman: They are published a<s a matter 
of course? 
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Sir Harry McGowan : Yes. 

2610. Chainnan: Then Question No. 5 is: “The 

average numher of employees engaged in each of the 
last five years . . . .” You have given us that, 
and there is no question of asking that it shall be 
treated as confidential there. 

Going to Question 6, that is the question asking: 

“ The firm’s capacity for expansion for purposes of 
the production of arms and munitions of war 
. . ’’ and then you give us a long statement 
which you ask shall be treated as confidential, and 
you say that you are sure the Commission will 
realise that it should he treated as confidential. 
That is generally accepted, and I think will he 
accepted in view of the last document sent to us 
which I referred to this morning. 

Then Question 7 is: “Particulars of any agree- 
ments with other firms engaged in the production 
of arms and munitions of war, stating the names 
of the parties, British and foreign, to such agree- 
ments ”. Now, in reference to the communications 
which were made in those letters, I wish to call 
attention to the fact that this question is not con- 
fined to asking for information about agreement 
with firms in reference to munitions. It is a general 
question. In answer to that question, both Vickei-s 
and yourselves have given us full information which 
includes reference to agreements which have nothing 
to do with munitions, and that is one of the reasons 
why we have treated the claim for confidence as 
one which we should accept, because it includes 
reference to agreements which have no reference at 
aU to munitions, and were only given because of the 
general nature of the whole question. Your answer 
to that is this : “ I should be grateful if the 

information furnished in answer to Question No. 7 
could also be regarded by the Commission as con- 
fidential because a public disclosure would obviously 
be unfair to our partners in these agreements 
Now, in regard to these agreements — and I say this 
because of the communications that have been made 
to us— you claim confidence on the ground that it 
would be unfair to your partners. Well, I am not 
sure that that is a good or sufficient answer to this 
question, but there are other answers, one of which 
is that a great many of these agreements are of no 
materiality to the question which we have to 
consider P 

You go on : “ We have observed, however, that 
the evidence of the Union of Democratic Control con- 
tained a list of agreements. We shall give in a 
separate document,* which can be made public, de- 
tails which we consider relevant concerning these par- 
ticular agreements That is attached to this docu- 
ment, and I shall have to go into that at some 
length. I understand Mr. Mitchell is proposing to 
answer thatp 

Sir Harry McGowan : Yes. 

2611. Chairman: Then Question No. 8 is: “Details 
of the firm’s present holdings of the capital of other 
firms ....’’ and so forth. In regard to that you 
say: “The very exhaustive details submitted in 

reply to Question No. 8 are also by their very nature 
of a confidential character, and I trust that my 
requests that these shall be so regarded by the Com- 
mission may be granted ’’. Well, there is a very full 
statement which enables the Commission to go 
through these various investments and decide whether 
there is any real materiality in making any of that 
information public, and we do not think there is, in 
the same way as we dealt with the question in the 
case of Messrs Vickers. 

Then No. 9 is : “ The practice of the firm in re- 
gard to the advertisement of, and the soliciting of 
orders for, arms and munitions of war ”, and you 
have set that out in full. 

I think I have dealt with the answers now, and I 
did it in this way because I want to make it plain 
as to the way in which the Commission are dealing 
with these matters. 


* Appendix 1. p. 465. 


The questions which I want to ask are mainly con- 
cerned with these agreements. I will take first of 
all, if I may, the list* which you have taken from 
the statement of the Union of Democratic Control. 
They set out a list of 38 agreements, or suggested 
agreements, and that list to some extent agrees with 
the list which Viscount Cecil suppliedt of docu- 
ments which he wished us to look into. I think 
that this list from the Union of Democratic Control 
covers all the documents which Lord Cecil asked us 
to look into, and in this list of 38 I have already 
asked for an explanation of what the meaning of 
four of the 18 existent and four non-existent agree- 
ments means. Would Mr. Mitchell point out to me 
which are the firms which he is referring to when he 
says they are non-existent P 

Mr. Mitchell : The four non-existent are these : 
No. 5, No. 8, No. 10, and No. 16. Those are all 
companies in which we have a financial interest, but 
no existing agreement. 

2612. Chairman: If I look into your confidential 

schedule of investments I shall find these P 

Mr. Mitchell : If you look in the confidential 
schedule of investments you will find these all cited 
as investments. 

2613. Chairman: The next question I want to ask 
is this. Of these 38, are any of them exhibited in 
the proceedings in the Inquiry in the United States P 

Mr. Mitchell : No, 1. 

2614. Chairman: Is it No. 1; are you sure? 

Mr. Mitchell: Yes, No. 1, and No. 2. The only 
two of which we have direct knowledge are No. 1 
and No. 2. 

2615. Chairman: Yes. But you will agree that it is 
not right that we should be asked to treat those as 
confidential documents? 

Mr. Mitchell: No. 

2616. Chairman: They have already been published 
in full in America? " 

Mr. Mitchell : Yes. 

2617. Chairman : But you have produced them in 
your confidential schedule? 

BIr. Blitchell: Yes, but I see no reason why 
they should not he published, as they are all public 
property. 

2618. Chairman: You have made too wide an excep- 
tion. There is no reason why they should be ex- 
cluded in your case? 

Blr. Blitchell: No. 

2619. Chairman: Now, have you got the American 
proceedings. Part 5. Will you turn to page 1297, 
Exhibit No. 461. First of all I want to know who 
writes this, and to whom. It is signed by Mr. 
Pickard, and is addressed to the Executive Com- 
mittee, from the Chairman of Foreign Relations 
Committee. 

BIr. Blitchell : Mr. Pickard was then the 

Chairman of the du Pont Company’s Foreign Rela- 
tions Committee, and he is addressing the letter 
to the Executive Committee of the Company. 

2620. Chairman: Who are the Foreign Relations 

Committee P 

BIr. Blitchell : It is a section of the du Pont 
organisation. 

2621. CliciiTincin : And "who is it written by? 

BIr. Blitchell: By Mr. Pickard, the head of 
that section, to the subsidiary Board of Directors, 
so called the Executive Committee. 

2622. Chairman: I see. Then it purports to show 
Imperial Chemical Industries and its subsidiary 
companies and investments and contractual interests 
in the world market, and then it is divided under 
headings, “ Direct I.C.I. Companies ’’, “ Indirect 
I.C.I. Companies”, “Foreign Investments”, and 
“ Foreign Alliances ”. The detail of this informa- 
tion is not included in your confidential statement? 


Appendix 1, p.465. 
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Mr. Mitchell : You will notice that this docu- 
ment is dated Alarch 7th, 1928, this document from 
Mr. Pickard, and we have given you the up-to-date 
information. The information which is given here 
is not correct. 

2623. Chairman: It is no longer correct? 

Mr. Mitchell : Yes, that is so. I am not pre- 
pared to say whether it was or whether it was not 
at that date. It is now quite incorrect. 

2624. Chairman: Do I understand you to say that 
in preparing your confidential schedules it is now 
corrected, and the reason why a great deal of this 
information does not appear in this is because the 
information is no longer correct? 

Mr. Mitchell : Yes, that is the exact posi- 
tion, Sir. 

2625. Chairman : Some firms have disappeared, and 
the investments have changed? 

Mr. Mitchell : We have had no regard to the 
American proceedings in providing you with the 
information you want. We have given you the 
up-to-date information. 

2626. Chairman: I do not like the words “ We have 
had no regard to it ”. May I take it that the 
information you have given us is correct? 

Mr. Mitchell: Absolutely. 

2627. Chairman: The correct information is here? 
The information which is in this Exhibit is either 
no longer available, or is incorrect? 

Mr. Mitchell : That is so. 

2628. Chairman: Very well, I understand, and I 
can disregard that. Then the next question is about 
the du Pont agreements. I want to go into the 
question of these du Pont agreements. That is your 
main selling agreement, is it not, with any foreign 
company? 

Mr. Mitchell : Of military explosives it is the 
only one, except I think a small thing with Hotch- 
kiss. We make their cartridges for them. 

2629. Chairman : 1 should like to deal with du Pont, 
and with this Hotchkiss one, if that is also a sell- 
ing agreement? 

Mr. Mitchell : No, it is not, but I did not 
want to leave it unmentioned. We make for them. 

2630. Chairman: I find references in the papers that 
'have been before me, in the American papers, to a 
great many agreements with du Pont, dating back 
to a long time ago ; but have all those agreements 
been displaced by some later agreement? 

Mr. Mitchell : Yes. 

2631. Chairman: What is the date of the latest 
agreement? 

Mr. Mitchell : The first agreement was entered 
into in 1887, then there was a subsequent agree- 
ment in 1897, there was one in 1910, one in 1913, 
and then we had one in 1926 and one in 1929, and 
the latest one supersedes all those understandings. 

2632. Chairman: That is the one of the 10/10/32? 
Mr. Mitchell: Yes, 10/10/32. 

2633. Chairman : May I take it that it no.w em- 
braces your entire arrangements with du Pont? 

Mr. Mitchell : That does. Sir. 

2634. Chairman: That appears on page 1,302 of 

this book? 

Mr. Mitchell : Yes. 

2635. Chairman : Is it correct that that covers the 
whole of your arrangement existing at the time with 
the Pont de Nemours Company? 

Mr. Mitchell : I think there is a little con- 
fusion here. I thought you were dealing with the 
main patents and processes agreement. There are 
two agreements concerned here. One is the 
patents and processes agreement, and one is 
the sales agreement. The dates I gave you before 
relate to the patents and processes agreements, but 
if you are dealing with the sales undei*standing, our 
original arrangement was in 1928 or 1929, and then 
it was superseded by this one, and this is the one 
that is for the moment supposed to be operated. 

Secretary: That is also dated the 10th 

October, 1932. 


Mr. Mitchell : Yes, that is the sales agreement 
but the patents and processes agreement is a 
different agreement. 

2636. Chairman : You have two agreements ? 

Mr. Mitchell : Yes, and the one ,we are dealing 
with is the one in front of us. 

2637. Chairman : We will take Exhibit No. 465. 

That deals in paragrajih 7 with the products which 
it covers, does it not? 

Mr. Mitchell : Yes. 

2638. Chairman: It deals with “ Nitro-cellulose 

powders, cordite, other nitro-glycerine powders 
trinitrotoluene, other simple and combined explo- 
sives for naval and military uses, nitro-cellulose for 
manufacture of propellant powders, and other 
chemical accessories for use in manufacture of naval 
and military powders, for example, centralite 
diphenylamine, etc.” ? ’ 

Mr. Mitchell : Yes. 

2639. Chairman : Then you define sales areas, and 
you adopt a centralised selling arrangement, and 
you make proposals to govern the dealing of these 
two companies in these proportions over these areas, 
and for arranging prices, and so forth? 

Mr. Mitchell : Between the two parties. 

2640. Chairman : What is the other class of agree- 
ment with du Pont? 

Mr. Mitchell : The other class of agreement 
is the patents and processes agreement, under which 
we exchange territorially patents and processes as 
developed by the company. In other words, it is 
a licensing arrangement under which they exchange 
rights with us in certain given territories for our 
rights, and there is a certain common territory in 
Which we both have equal rights. That agreement 
excludes military propellants altogether. 

2641. Chairman: You mentioned the Hotchkiss agree- 
ment. I should like to know the nature of that? 

Sir Marry McGowan : Perhaps Colonel Cres- 
well could answer that. 

Colonel Creswell : The Hotchkiss agreement is 
in effect an agreement between ourselves and three 
other manufacturers to divide the orders for certain 
Hotchkiss ammunition. Hotchkiss evolved a heavy 
machine gun some 10 years ago, of about ^-inch 
calibre, and they came to us to ask us to make the 
ammunition. Eventually some French manufacturers 
came in, and in order that Hotchkiss themselves 
should not submit inquiries to each of us in turn, 
Hotchkiss asked us to arrange to divide these orders 
between us. That is all it is. 

2642. Professor Gutteridge : Does that mean that 
these four companies hold a monopoly of ammunition 
for the Hotchkiss gun? 

Colonel Creswell : That is what Hotchkiss wish 

to do. 

2643. Professor Gutteridge: For what reason? 

Colonel Creswell : Hotchkiss are satisfied that 

we make the ammunition which will function best 
for their gun. 

2644. Chairman : I understand those are the only 
two sales agreements you have got? 

Mr. Mitchell : The only two that come within 
the ambit of military supplies. We have numerous 
others industrially. 

2645. Chairman : I am only speaking of military sup- 
plies. You have given us the details of a number 
of other agreements which refer to reciprocal rights 
of using jiatents, and defining areas, and so forth. 
We have got the particulars of those, but there 
seems to be an impression that if you or any other 
English company desired to evade the licensing 
regulations, or desired somehow to cover up the real 
destination of some of your products, it is necessary 
that you should have an agreement with some foreign 
company — an existing agreement — to enable you to 
do so ; but of course if you wished to do so you could 
without any previous agreement enter into an 
arrangement with some foreign firm in order to take 
the order. I am not suggesting you would do so, 
but I mean it is quite possible to do it? 
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Mr. Mitchell : Yes, it is quite possible to do it. 
2846. Chairman : It is quite as easy to evade the 
law without a previous agreement as it is with one? 

Mr. Mitchell : I should suggest it is easier. 
When you have an agreement, you have a partner. 

2647. Chairman : The existence of an agreement for 
the interchange of licences does not necessarily deal 
with the danger which is supposed to exist with 
regard to evading the law, or as to the real destina- 
tion of a consignment? 

Mr. Mitchell : No. 

2648. Professor Gutteridge : Are you ready to export 
to individuals or companies, or only to governments? 

Mr. Mitchell: Are you talking of military 

supplies ? 

2649. Professor Gutteridge : Yes. 

Mr. Mitchell : It is a question of the govern- 
ment giving us the right. I do not think there is 
any restriction on the person to whom we can export 
if the government will give us the authority. 

2650. Professor Gutteridge: What is the practice? 
Mr. Laing : The practice is either the govern- 
ment, or, in a very few of these instances it may be 
an individual vouched for by tbe government. 

2651. Professor Gutteridge: Which government? 

Mr. Laing : The receiving government. 

2652. Professor Gutteridge : The recipient govern- 
ment; that is the invariable practice, is it? 

Mr. Laing : Invariable. 

2653. Dame Bach el Crowdy: The Board of Trade 
does not ask that, does it? You do not have to pro- 
duce any licence from your importing man or his 
government before the Board of Trade gives you your 
export licence, do 3 ’ou? 

Mr. Txiing : No, but we make it a practice if 
we get an inquiry to make sure of the hona fides of 
the inquirer, and most of the governments make sure 
that that is so. 

2654. Dame Bachel Crowdy : But as an act of grace, 
and not of necessity? 

Mr. Laing : Yes. 

2655. Professor Gutteridge : May I ask a question 
arising out of that? You have subsidiaries in some 
cases ? 

Mr. Mitchell: Yes. 

2656. Professor Gutteridge: Could you name them? 
Mr. Mitchell : The whole list is before the 

Commission. What particular countries have you in 
mind ? 

2657. Professor Gutteridge : We have all of them, 
have we? 

Mr. Mitchell: Yes. You have a list of the 
whole of them. We have an interest in 

2658. Professor Gutteridge : I am not speaking of 
that. For instance, there is I.C.I. Australia. 

Sir Harry McGowan : They are a pure selling 
organisation. 

2659. Professor Gutteridge : Are any of them manu- 
facturing companies ? 

Sir Harry McGowan : Yes, we manufacture in 
Australia . . . 

2660. Professor Gutterdige: War materials, I mean; 
I am not interested in the industrial organisation. 

Sir Harry McGowan : No. 

2661. Professor Gutteridge : Do any of them manu- 
facture war materials? 

Sir Harry McGowan : Canada does, but there 
we do not control the stock of their company. 

2662. Professor Gutteridge : It is an independent 
organisation ? 

Sir Harry McGowan: Yes. We have a share 
holding, but we do not control. 

2663. Professor Gutteridge : It has been suggested 
that one way of evading government requirements is 
to place the order round to some company of that 
kind, which will execute the order? 

Sir Harry McGowan : You cannot do it. 

2664. Mr. Spender : Supposing your Canadian 

branch wanted to export, would they get a lieence 
from the Canadian government? 

Sir Harry McGowan : They are the only buyers 
in the Canadian market. 


2665. Mr. Spender : Is there a licensing system in 
Canada or Australia? 

Mr. Mitchell : They are not exporters, anyhow. 
Those countries do not export. 

2666. Mr. Spender: But they could export if they 
wanted to without having any licence? 

Sir Harry McGowan : I could not tell you off- 
hand if a licensing system operates in Canada or 
Australia. I do not think so. 

2667. Professor Gutteridge : Take South Africa ? 

Sir Harry McGowan : They buy from us.- 

2668. Professor Gutteridge : Then there are no mili- 
tary plants there? 

Sir Harry McGowan: No, they have no plants. 

2669. Professor Gutteridge : I am thinking of South 
Africa, because, looking at the thing in the abstract 
— I am not saying they do it — ^there is nothing to 
prevent the South African government buying from 
you and then exporting to some country to which 
you could not export? 

Sir Harry McGowan : I think that is quite 
possible. 

2670. Professor Gutteridge : Do you inquire as to 
the destination of exports to countries of that kind? 

Sir Harry McGowan : We would not do that 
'with the South African government. They might say, 
“ That is our business ” ; but with continental 
nations we should do so. 

2671. Dame Bachel Crowdy: You would do it with 
foreign countries ? 

Sir Harry McGowan : Yes. 

2672. Professor Gutteridge : As I understand it, 
there is a conniany in South Africa with which you 
have an arrangement? 

Sir Harry McGowan: Yes. 

2673. Professor Gutteridge : As I understand it, 
that is a territorial arrangement of some kind, — 
south of the River Niger, or something of that sort? 

Sir Harry McGowan : Yes. 

2674. Professor Gutteridge : Do they manufacture 

themselves, or do they obtain their supplies from 
you? 

Sir Harry McGowan : They do not manufac- 
ture at all or obtain supplies. We deal direct with 
the South African government. 

2675. Professor Gutteridge : They deal with no mili- 
tary supplies at all? 

Sir Harry McGowan : No. 

2676. Professor Gutteridge: You do not export any 
propellants to the South African Company at all? 

Sir Harry McGowan : None whatever, but to 
the government there. 

2677. Professor Gutteridge : Or other military 

materials ? 

Sir Harry McGowan: No. 

2678. Chairman : I think there is only one other 
question which I wanted to ask. I see that Mr. 
Newbold, amongst other matters, said he thought 
there wms an arrangement between du Pont and 
Kuhlmann in France? 

Sir Harry McGowan : There is no arrange- 
ment of any kind with Kuhlmann except quite in- 
directly, in that they are in the international nitro- 
gen cartel, and we are a member of that. 

2679. Professor Gutteridge: May I ask something 
arising out of that. Is it possible for private firms 
to manufacture military explosives in France? 

Sir Harry McGowan : No. 

2680. Professor (futteridge : It is a government 

monopoly ? 

Sir Harry McGowan : Yes. 

2681. Professor Gutteridge : Are j'ou in competition 
with the French government monopoly? 

Sir Harry McGowan : In France, do you 

mean ? 

2682. Professor Gutteridge: No, elsewhere; because 
I have been looking at the records of the American 
Inquiry. I forget the actual document, but I think 
it is du Font’s European representative. 

Sir Harry McGowan: Yes, I know what you 

mean. 

2683. Professor Gutteridge : He complains that the 
French powder monopoly are competing with you or 
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with du Fonts in Greece. So there you have a case 
of a nationalised factory entering into competition 
with a private firmp 

Sir Rany McGowan: Quite. 

2684. Professor Gutteridge : The kind of thing you 
adumbrated ? 

Sir Harry McGowan : Yes. 

2685. Professor Gutteridge : I do not know whether 
I ought to ask you this or not, but I am going to. 
Is it the French government factory you are think- 
ing of in your statement when you speak of loans 
to be taken out in explosives? 

Mr. Mitchell : The whole of the explosives 

industry of France is a monopoly in the hands of the 
government, and they hand it over to distribute to 
certain people; but it is all monopolised. 

2686. Chairman : I did not understand that, be- 

cause I thought one of the complaints in France 
was that the munitions industry had such an in- 
fluence through the press ; but if it is a state 
monopoly 

Sir Harry McGowan: It is only explosives, 
not munitions. 

Professor Gutteridge : It is the Societe de 
Fabrique Internationale, or some such name as that. 

2687. Hame Rachel Crowdy : We have before us. 
Sir Harry, a citation of a letter which was quoted in 
the American Inquiry on page 1337, in Part 5 of 
the American proceedings, and it is Exhibit 477. 
The letter is to Imperial Chemical Industries, Ltd., 
from du Pont, and it says: — 

Dear Sirs, attached is confirmation copy of our 
cablegram of 7th June informing you that Senor 
Manuel Ferreira, our agent in Paraguay, who is 
now in Buenos Aires, asked us for prices c.i.f. 
Montevideo on 200 kilos of picric acid and 2,000 
kilos flake T.N.T. We also informed you in our 
cablegram that we could not quote from this end 
owing to the embargo on munitions and military 
propellants decreed by President Roosevelt. In 
view of the fact that there is no similar embargo 
obtaining in England, we suggested that you quote 
prices to your office in Buenos Aires, who in turn 
would advise Ferreira. Although the inquiry dis- 
tinctly states that prices are wanted c.i.f. 
Montevideo, we suspect that the material is for 
Paraguay , and since we wish to co-operate with 
our Government in observing the embargo, we 
deemed it best not to quote. 

That is signed by Mr. Bates for the du Pont de 
Nemours Company. I should like to know, if I 
might, whether that order was fulfilled? 

Sir Harry] McGowan : We did not quote at all. 

2688. Dame Rachel Crowdy : Had you quoted for an 
order like that — and I suiipose sometimes you 
obviously must have orders passed on to you from 
your affiliated organisations — ^to the du Pont de 
Nemours Company, do they get a commission from 
you? 

Sir Harry McGowan : I have no doubt, as a 
general principle. 

2689. Dame Rachel Crowdy: And similarly, if you 
passed on something to them because of an embargo, 
you would expect a commission from them for pass- 
ing on the order? 

Sir Harry McGowan: Well, we have not done 
it ; that is the answer. 

2690. Chairman : But it would come under your 

agreement if you did it? 

Sir Harry McGowan : Yes, it would, if we did 
it. 

2691. Dame Rachel Crowdy: Yes, if you did it. 

Mr. Mitchell : It would if we did it, but we 

have not done it. 

2692. Dame Rachel Crowdy : But it could be done 
under agreements with affiliated bodies? 

Mr. Mitchell : Yes. 

2693. Dame Rachel Crowdy: Then on page 1346, 
Exhibit 486, I wanted to ask you something. It is 
a very long letter, and I certainly will not read it; 
but I see from that that the Jardine Engineering 


Company is acting as your agent in the Par East. 
They are also agents of Vickers, are they not? 

Sir Harry McGowan: I think they are. 

2694. Dame Rachel Crowdy: AVe gathered that, when 
they gave evidence here the other day, and I expect 
they are, because I see the letter says: The Jardine 
hngineering Corporation are an established company 
in China and have been extremely successful in the 
military bu,siness. So they probably do something of 
this kind. Do you work direct with Jardines, or does 
Vickers act as licensed agent for you? 

Sir Harry McGowan : We work direct with 
Jardines direct with Jardines the whole time. 

2695. Dame Rachel Crowdy : Then again that same 
letter refers to a Chinese purchasing company? 

Sir Harry McGowan: Y'es. 

2696. Dame Rachel Crowdy : You deal with that com- 
pany, do you not? 

Sir Harry McGowan : Do you mean in Berlin? 

2697. Dame Rachel Crowdy: Yes. 

Sir Harry McGowan : I do not think we have. 
The only orders we have got have come direct from 
Jardines in China. 

2698. Dame Rachel Crowdy : There is something 
here: 1 believe the only purchases made since that 
time have been 8 tons of cordite, which was sold by 
I.C.I., and 200 tons of T.N.T. , which ivas sold 
through the Chinese-Berlin office. 

Professor Gutteridge : Colonel Creswell is men- 
tioned in this, and perhajis Colonel Creswell would 
answer ? 

Colonel Creswell : I do not deal with explosives. 
Professor Gutteridge : You see what it says 

here? 

Colonel Creswell : Yes. 

Professor Gutteridge: Mr. Montague Smith 
was apparently handling military stores at this 
time? 

Colonel Creswell : Yes. If I may say so, I am 
small arms ammunition, and I do not deal with 
these matters. 

Mr. Laing : In explosives, as distinct from 
small arms ammunition, we for the last three years 
have had to deal with the purchasing commission 
of the Chinese Government in Berlin. 

2699. Dame Rachel Crowdy: The Chinese-Berlin 

office is the same as the Chinese purchasing com- 
mission ? 

Mr. Laing : Yes, exactly. 

2700. Dam-e Rachel Crowdy : But sometimes dealings 
have been going on with the Chinese Ambassador 
in Berlin? Is it officially connected with the 
Chinese purchasing company, and it is officially 
connected with the Chinese government? 

Mr. Laing : It is really a commission in Berlin 
to buy supplies. 

2701. Dame Rachel Crowdy: And therefore recog- 
nised by the Chinese government? 

Mr. Laing: Yes, absolutely. 

2702. Dame Rachel Crowdy : Then — if I may go on 
in connection with exports to China, which interest 
me rather particularly — I understood that in 
exporting to China it was always only on a huchao 
from Nanking for all exports, even to Nanking? 

Mr. Laing : Yes. There was one exception, I 
think, when the Nanking government allowed us 
to make one shipment to Canton ; but as a rule, 
except for that one instance — and the government 
knew all about it — we had a huchao from Nanking. 

2703. Darne Rachel Crowdy : And that is the only 
form of licence on which you export ? 

Mr. Laing : Yes. 

2704. Dame Rachel Crowdy : AYhat licence did you 
use on the one occasion when you did not use the 
Nanking licence, do you remember? 

Mr. Laing : My assistant tells me, on a letter 
from the Chinese Ambassador in London in that one 
instance for sending some 10 tons of, I think it 
was, T.N.T. to Canton. That is the one instance, 

2705. Dame Dacliel Crowdy: Then, when you are 
supplying an order from Canton, and you get your 
Board of Trade licence, is it always made out for 
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Canton, or is it ever made out for Nanking on con- 
signment? Can you remember any case of that at 
all? 

Mr. Laing : The official consignee is Canton. 

2706. Dame Fachel Crowdy ; It is always Canton ; 
there is no exception to that at all? 

Mr. Laing : That is so. 

2707. Lame Rachel Crowdy : Shall we have an 

opportunity, Mr. Chairman, of asking more ques- 
tions later on? 

Chairman: Yes, certainly, if you want to. 

Dame Rachel Crowdy : Then I think I will 
pass from that at the moment. 

2708. Sir Kenneth Lee : In the course of your own 
statement. Sir Harry, you say: “ It is also necessary 
that industry should be encouraged to continue 
research ”. What kind of encouragement do you 
look for there? 

Sir Harry McGowan: Well, by means of 

orders placed for military requirements that we are 
capable of undertaking. 

2709. Sir Kenneth Lee : Would that encourage 

research ? 

Sir Harry McGowan : Yes, it certainly would 
as far as we are concerned, even only giving us a 
reasonable profit. 

2710. Sir Kenneth Xee : You do not have in mind 
any contribution towards research? 

Sir Harry McGowan : No. 

2711. Sir Kenneth Xce : You say at the same time 
you are doing research? 

Sir Harry McGowan : We are doing it in 
certain directions. 

Mr. Rogers : Yes. For example, in connec- 
tion with T.N.T. we must research. It is one of our 
industrial manufactures as .well as being a military 
manufacture. I think I may perhaiJs add a word 
with regard to that. The extent to which one can 
develop by research in a laboratory is limited. It 
is always necessary in manufacture to have some real 
manufacture upon which to found your ro.search, 
and that I think is the chief point in this, that 
unless one has some actual manufacture to do, the 
amount of research is restricted to the laboratory, 
which is much too limited for any practical result to 
follow. 

2712. Sir Kenneth L^ee : Then, Sir Harry, at the 
end of your statement you say that private industry 
in the case of an important war would be taken over 
and that you would throw all your weight, all the 
weight of your great organisation, into the produc- 
tion of what was necessary? 

Sir Harry McGowan : Yes, surely. 

2713. Sir Kenneth Lee : Do you contemplate any 
such eventuality as that your industry would be 
taken over in a similar way as the railway com- 
panies were taken over during the last war? 

Sir Harry McGowan: Well, I could not answer 
that in that way, but what occurred in 1914 to 1918 
would be repeated. The first call on what we pro- 
duce is for government requirements. 

2714. Sir Kenneth Lee : Tlien your business would 
be mainly producing for the government during a 
period of war? 

Sir Harry McGovm.n: We would have certain 
peace productions going on still, as we had during 
the last war. During the last war we bad to keep 
all the coal mines going by making blasting ex- 
plosives. 

2715. Sir Kenneth Lee : But the munitions business, 
■instead of being IJ per cent., as it is now, might be 
75 per cent. ? 

Sir Harry McGowan : I would not like to put 
a figure on it, because it means extending our plant. 
I take it there would be an increased demand, and 
we should have to extend according to our increas- 
ing requirements. 

2716. Sir Kenneth Tjee : Would you agree that it 
would be desirable to conscript the industry? 

Sir Harry McGowan : I think it would be 
essential to conscript in this general sense, that 


whatever government required to be produced must 
be produced. 

2717. Sir Kenneth Lee : But I mean much more 
than that. I mean control — that the industry would 
come under government control? 

Sir Harry McGowam : Well, no, I do not think 
so. I do not think our factories were controlled by 
the government during the War. 

Mr. Rogers : The question of control I think 
we look at in this way. The policy and the nature 
of the business, the nature of the production really, 
should ,be controlled in the sense that it should be 
entirely for government purposes, whatever these 
may be. It might well be to supply explosives to the 
coal mines, and that would have to be so to some 
extent; but we do not think of control of the in- 
dustrial undertakings as indicating any active gov- 
erning of the technical and productive activity. 
That must be left in the hands of those accustomed 
to it, and, if I may say so, those well able to do it. 

2718. Sir Kenneth Lee : It is obvious that there 
could not be detailed control, but what I had in 
mind was this. You agree that in the event of 
another war it would be desirable that the state 
should be able to conscript not only the industries, 
but the workers in them, and I take it you could 
not conscript the workers unless you took over the 
plant, in the same .way or a similar way as the gov- 
ernment took over the railways in the last war? 

3Ir. Rogers : I should not think that was 
necessary. My own experience during the War with 
the Ardeer factory, which was not one of the present 
ones, was that there was no conscription in the sense 
that you have in mind, but it was obvious that we 
had to comply with whatever regulations the govern- 
ment issued with regard to factories generally. 

2719. Sir Kenneth Lee : I agree, but did it not 
result in great inequity, in so much as there was a 
great inequality between the amount of money which 
was earned by the men who went to the front and 
those who remained in the factory? 

Mr. Rogers : Yes. 

2720. Sir Kenneth Lee : Is it not desirable that that 
should be avoided ? 

3Ir. Rogers : If it can be. 

2721. Sir Kenneth Lee : Do not you think conscrip- 
tion would avoid it? 

Mr. Rogers : I am afraid I could not say. 
That is a very difficult problem. That might bring 
on difficulties that really would make things much too 
difficult in a time of war. I am not able to discuss 
that at all. But I know that if conscription meant 
government persons having control of private 
factories — actual control — it would he a failure. 

2722. Sir Kenneth Lee : It was not a failure with 
the railwaj's, was it? 

3Ir. Rogers : Well, I do not know about rail- 
ways. I am talking about manufacturing concerns. 
In my view, no manufacturing concern could be 
operated that way, assuming it were reasonably 
efficient to begin with. 

2723. Sir Kenneth Lee : You would agree that in 
the next war every one from the managing-director 
down should not get more than they would get if 
they were occupying similar positions in the army? 

Mr. Rogers : Yes — well, if that was so all 

throughout the country, no one could have any objec- 
tion to it. 

2724. Sir Kenneth Lee : Would you agree that that 
would be desirable ? 

3Ir. Rogers : Well, as far as I myself am con- 
cerned, I would agree, certainly; if that were the 
policy of the government. 

2725. Professor Outteridge: You were aware, of 

course, that there .was a good deal of feeling with 
regard to that during the War. I can vouch for 
that from my own experience. I used to see men 
working in front of furnaces at temperatures of 
something like 100 degrees in the shade at their 
soldier’s pay as foundrymen, and their mates over in 
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England were getting up to £10 a week. And we 
had very great difficulty in keeping those men at 
work. If the British soldier had not been the 
magnificent man he was, he would not have done it. 

Mr. Sogers : I quite agree that that should 
be dealt with. The manner of doing it I am afraid 
I am not competent to suggest. 

2726. Sir Kenneth Lee : What I am thinking of is 
this. If everyone was conscripted it could not 
be said they were desirous of war, because the 
managing-directors and workers in the industries 
affected would be very much worse off in the case 
of war. It would be a means of taking the profit 
interest out of the war? 

Sir Marry McGowan : I cannot imagine any 
managing-director conducting his business in order 
to stimulate a war for his own financial benefit. 

Mr. Sogers : I certainly am not desirous of 
any war. 

2727. Chairman : If he had his future definitely laid 
out for him, he would have no choice. He would 
have no choice if he was definitely told that he had 
got to do this ? 

Sir Marry McGowan : That is so, of course. 

2728. Sir Kenneth Lee : Just one other little ques- 
tion, Sir Harry. Do you subscribe to any so-called 
patriotic societies? 

Sir Marry McGowan : What do you mean by 

that? 

2729. Sir Kenneth Lee : I mean the Air League 
or the Navy League. Perhaps they are wrongly 
named, but there are organisations of that kind? 

Sir Marry McGowan : Do you mean subscrip- 
tions by the company? 

2730. Sir Kenneth Lee : Yes. 

Mr. L^aing : Some years ago we subscribed 

£10 for a life-membership of the Air League of the 
British Empire, and that is the lot. 

2731. Mr. Spender-. As regards control in time of 
war, you would accept the government payment. 
“We approached this question from the point of 
view of procedure ” — I think those are the words 
you used — so that if the state took over control in 
time of war, as you suggest, you would leave to 
the state to decide what they thought adequate 
remuneration for your shareholders? 

Sir Marry McGowan : Well, that would be 
discussed. I would not like to express any definite 
opinion on that point. In point of fact, during the 
last war the state took 80 per cent, of the profits 
made. 

2732. Mr. Spender: Yes, but it is still alleged that 
the profit remaining was in some cases excessive? 

Sir Marry McGowan : That may have been 
so. It could not have been so in our case, I think. 

2733. Mr. Spender : I am not alleging it in your 
case. I only want to try to get it clear that you 
would continue to take what was called profit out 
of it under state control ? 

Sir Marry McGowan : I agree. 

2734. Mr. Spender : With regard to agreements, 

may I just call your attention to a passage in the 
proceedings of the American Inquiry, Part 3, Ex- 
hibit No. 261, at page 681. It is a letter from Cap- 
tain John Ball of the Soley Armament Company, 
and it is written from London on March 2oth, 1934, 
six years after the time when you said certain pre- 
vious agreements were wound up ; and he says then : 
We have just heard that some of the stock of 7-65 
Mauser ammunition was tested last Novemher by a 
Bolivian officer, Colonel Brito, who was not very 
pleased -with the results, and who ordered neio 
ammunition from Imperial Chemical Industries, 
Ltd., who control Kynoch’s factory here — “ here ” 
being presumably in London. Is that correct? 

Sir Marry McGowan : Kynoch’s is one of our 
companies. It belongs to us, and is one of our 
subsidiary companies. 

2735. Professor Gutteridge : That is your small arms 
branch ? 

Sir Marry McGowan : Yes. 


Colonel Creswell : I think I can say with re- 
gard to that that we have taken no orders from 
Bolivia at all. 

2736. Sir Kenneth Lee: You have taken none? 
Colonel Creswell : I do not know what Captain 

Ball is talking about at all. Of course, it was not a 
letter written to us. 

2737. Dame Bachel Crowdy : Did Du Pont take 
Bolivia, while you took Paraguay? 

Sir Marry McGowan: No. Du Pont does not 
make military ammunition. 

2738. Professor Gutteridge : But you exported car- 
tridges to Paraguay, did you not? 

Sir Marry McGowan : Yes, again under 

licence. 

2739. Chairman: Was that a definite licence, or a 
general licence? You have answered that, I think. 
You do not have general licences, I think you said? 

Sir Harry McGowan : No, we have a special 
licence for each order. 

2740. Professor Gutteridge : In other words, they 
were exported with the express licence and with 
the knowledge of the British government? 

Sir Marry McGowan : Yes. 

2741. Professor Gutteridge : You were not supply- 
ing both sides — I am putting it in a general way — 
with regard to small arms ammunition? 

Mr. Mitchell : If I may put it in general 
terms, I think we have not, except to the extent 
of £8. That is all we have supplied to the 
Bolivians. It was a test order of some sort, and I 
think it was a small ammunition order. We charged 
them for sending it up country. 

2742. Professor Gutteridge : It is quite a small 

item ? 

Mr. Mitchell : Yes. We have no trade with 

them. 

2743. Mr. Spender : I think that although your 

arms business is a very small percentage of your 
total business, it is intrinsically a very large 
business ? 

Sir Marry McGowan : Not from a profit point 
of view, or even volume. You have the details of 
all these orders in your hands. It is a very 
insignificant amount of money compared with the 
total. 

2744. 3Ir. Spender: But it is a very important 

factor. You would not disagree with the statement 
that your share of this business is a very important 
element? 

Mr. Mitchell : I do disagree. 

Sir Marry McGowan : I do not agree with 

that. 

2745. Mr. Spender : But potentially ? 

Sir Marry McGowan : I am dealing with the 
facts as we know them. 

2746. Mr. Spender : But your general submission is, 
as I understand it, that though it is a small part of 
your business, yet potentially you are a tremendous 
asset to the country? 

Sir Marry McGowan : Yes ; I emphasise that. 

2747. Mr. Spender : And therefore, if I understand 
you aright, you say it would be useless for the 
government to nationalise until it nationalises the 
whole of your industry? 

Sir Marry McGowan : Yes, I think that is 
correct; and that, in our opinion, is physically 
impossible. 

2748. Mr. Spender: And in your opinion it is 

physically impossible to detach the two, and your 
submission is that your value is a potential value 
of expansion bo the country which applies to the 
whole of your industry. 

Sir Marry McGowan: That is correct. 

2749. Mr. Spender: If it was a question of 

nationalising or not, the government would have to 
nationalise the whole of your industry, or leave you 
alone? 

Sir Marry McGowan : Yes. 

2750. Mr. Spender: And you do not think there is 
any half-way house between those two things? 
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Sir Harry McGowan : No, I do not think so. 

2751. Mr. Spender: You do not think j'our military 
part ought to he detached for the purpose of 
accounting and costing from your other activities? 

Sir Harry McGowan : No, because to-day you 
have many warlike activities flowing into' peace 
time activities, even to-day. 

2752. Mr. Spender : You talked of a supervisory 

board ; hut supposing in time of peace the govern- 
ment were to appoint its own ofiBcial nominee to 
your hoard to watch over its interests, would you 
regard that as desirable? 

Sir Harry McGowan : It would be quite useless. 

2753. Mr. Spender: Why useless? 

Sir Harry McGowan : Because we think ive 
are competent to run our business, and w© are not 
sure that the government nominee .... 

2754. Mr. Spender: But still the government has 
ail enormous interest in this hranch of your 
business ? 

Sir Harry McGowan: Well, the country has. 

2755. illr. Spender: But you do not think it would 
bo a satisfactory way of assuring the puhlic that all 
was right? 

Sir Harry McGowan: No. It would not 

assure us. It might assure the puhlic. It would 
not produce the results that we want. 

2756. il/r. Spender: That may be a matter of 

opinion. 

{Adjourned for a short time.) 

2757. Hame Hachcl Croxedy : Sir Harry, you made 
one very excellent point in your statement when you 
said that a great advantage of file continuation 
of private manufacture and private industries in 
your particular line was that the personnel, the 
plant, and the material would he available quickly 
in a war emergency. That ivas your special point, 
was it not? 

Sir Harx-y McGowan: Yes. 

2758. IJame Hachel Crowdy : Then you said that 
many chemical compounds are used in humanitarian 
and remunerative industrial directions? 

Sir Haxry McGowan : Yes. 

2759. Dame Hachel Cxvwdxj : Those, by suffering 

really a very slight change, could become war 
material presumably, could they not? 

Sir Harry McGowan: Yes. 

2760. Dame Hachel Croxedy : Your chlorine and your 
sulphur could become xioison gas? 

Sir Harry McGowan : Yes. 

2761. Dame Hachel Crowdy: You say that you do not 
export lethal gas of any kind? 

Sir Hairy McGowan: No. 

2762. Dame Hachel Crowdy : Do you export to 

warring countries, or potentially warring countries, 
any of these commercial products which could very 
easily be converted into lethal iiroducts? 

Sir Harry McGoxean : We export chlorine. 

2763. Dame Hachel Croxedy: You would, for example, 
export to two warring countries? 

Sir Harry McGowan: I cannot define what 
“ warring countries ” are; but ive do export chlorine 
to certain countries in the world for commercial 
purposes. 

2764. Dame Hachel Croxedy : And even if a country 
were declared the aggressor, as Japan was, for 
example, in the Sino-Japanese war, or the Italo- 
Abyssinian war, you would still be able to export, 
and would exjiort, materials which could very quickly 
be converted into lethal materials. 

Sir Harry McGoxean ; We would exiiort unless 
stopped by the War Office here or by our government. 

2765. Dame Hachel Croxedy : It would really lie with 
the government? 

Sir Harry McGoxean: Yes. 

2766. Mr Spender : Would not that be covered by a 
licence ? 

Sir Harry McGowan : I do not think that 
necessarily that would be covered by a licence. It 
might be. 


2767. Dame Hachel Crowdy : Would the material 
easily convertible be covered by a Board of Trade 
licence? 

Sir Harry McGowan : I do not think so to-day ; 
but it might be quite easily, of course. 

2768. Dame Hachel Crowdy : Would you see any 
objection to an embargo imposed on any ea^ly 
convertible materials in the event of any country 
being declared an aggressor, declared by international 
decision to he an aggressor — do you see any great 
objection to the embargo then being put on export? 

Sir Harry McGowan : I would not mind dis- 
cussing that with the government. You mean with 
regard to export? 

2769. Dame Hachel Crowdy: Yes; I mean for export 
to that country or for export and then re-export to 
any other country. 

Sir Harry McGowan : Yes. 

2770. Dame Hachel Crowdy: That is just as im- 
liortant, is it not? 

Sir Harry McGowan: Yes. 

2771. Dame Hachel Crowdy: I was going to ask you, 
with regard to exporting potential war material 
to countries which have been declared aggressors, or 
warring countries, have you noticed any increase in 
the demand from you at important times, say 
between 1928 and 1935 from Bolivia and Paraguay, 
or between 1931 and 1933 for Japan and Manchukuo 
— have you seen any increase in the demands on you ? 

Sir Harry McGowan : No. 

2772. Dame Hachel Crowdy: Your figures have not 
varied very much? 

Sir Harry McGowan: No. 

2773. Dame Hachel Crowdy : I notice that actually 
your percentage figures for war material have gone 
uj) recently, have they not? 

Sir Harry McGo'w-an : Is that so ? I thought 
they had gone down. That is finished material? 

2774. Dame Hachel Crowdy: Yes. 

Sir Harry McGoxean : I thought you were on 
chlorine. 

2775. Dame Hachel Crowdy: There is a slight con- 
fusion of the issue. 

Sir Harry McGowan : I do not think we have 
lieen increasing our sales of chlorine to what you 
.would describe as potential aggressors thi-oughout 
the world. 

2776. Dame Hachel Crowdy: You do not notice any 
great increase? 

Sir Harry McGowan : No. We have no reason 
to think that what we have sent out are for warlike 
purposes. 

2777. Dame Hachel Crowdy : Not even if they go to 
an aggressive country — I have to use that word 
because it is the ordinary normal word — not even 
if they are being supplied to an aggressor? 

Sir Harry McGowan : I do not think we have 
done that. 

2778. Dame Hachel Crowdy : You do not think there 
is any great increase? 

Sir Harry McGowan: I could let you have a 
statement of these sales and exports. Would yon 
like that? 

2779. Dame Hachel Crowdy: Very much. 

Sir Harry McGowan: Very well.* 

2780. Dame Hachel CrO'xody : If I might go back for 
one moment to the question I asked you before about 
licences that you get from Nanking, if you/ are 
exporting to any part of China. You quoted one 
particular case this morning when you had not to 
get the ordinary Nanking certificate. Have you 
ever exported on what is known as the South-West- 
ern Council certificate? 

Mr. Laing : I have never heard of such a 
thing. We have not. 

2781. Dame Hachel Croxedy: It has been used by 
firms in different parts of the world when it is 
perhaps not advisable or very easy to get a Nanking 
certificate. 

Mr. Laing : We have not an instance of that 

kind. 

* Appendix 3, p. 470. 
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2782. Dame Bachel Crowdy. You have heard of 
them, though — your firm has heard of them? 

Mr. Laing : Personally, I have not. I can- 
not recollect hearing of it at all. 

Mr. Smith : The British government would 
never give us an export licence without a Nanking 
certificate, except in that one solitary instance in 
which case the Nanking certificate was substituted 
by a letter from the Legation herej so it is quite 
out of the question that we ever supplied on any 
South-Western government huchao. 

2783. Dame Bachel Crowdy: Was that one case that 
you refer to in the last two years? 

Mr. Smith : That was two years ago, I should 

think. 

2784. Dame Bnchel Crowdy : In 1933, about the time 
of the Japanese moving into Manchuria? 

Mr. Smith : It was in 1932 or 1933. 

2784a. Dame Bachel Crowdy: I think it was 1933. 
Never mind ; it is not of any great importance. 

I find that in some of your papers you refer to the 
National Sulphuric Acid Association? 

Sir Barry McGowan: Yes. 

2785. Dame Bachel Crowdy ; Is that a national 
branch of an international organisation of any kind? 

Sir Barry McGowan: No; purely commercial. 

2786. Dame Bachel Crowdy: Merely British? 

Sir Barry McGowan : Yes. 

2787. Sir Kenneth Lee: In answer to Mr. Spender 
I think, to-day, you said it really was practical 
to separate your ordinary plant and to produce 
explosives as distinct from ordinary commercial 
articles, and in another part of the evidence it came 
out that the French had done it. Could you give us 
a little more information about that? As I under- 
stand it, the French produce all their own 
explosives ? 

Sir Barry McGowan: Military? 

2788. Sir Kenneth Lee: Yes. 

Mr. Bogers: Of course, it is possible to do 
it, but it . would, not he nearly so effective from the 
point of view of knowledge and capacity to expand 
when necessary if you did it. 

2789. Sir Kenneth Lee : But if you had a chemical 
industry in addition, as the French have, to the 
manufacture of explosives, you would have that pos- 
sibility of expansion, would you not? 

Mr. Bogers : But I .want to be quite clear 
about this. 

Sir Barry McGowan: Is it a fact that the 
I'rench government have a chemical industry in 
addition to manufacturing military explosives? 

2790. Sir Kenneth Lee : I do not know. 

Kir Barry McGowan : I thought you were 

going on that assumption. 

2791. Sir Kenneth Lee : I was. 

Sir Barry McGowan : I do not know. 

J.L • I ®ni not aware exactly of what 

the French government have done, but I imagine 
that they manufacture military explosives in their 
factories, manufacturing such sulphuric acid and 
nitric acid as they want for the purpose. That is 
what I imagine they are doing. That, of course, 

IS quite feasible. It was done during the War in 
country— It can be done here. It is dono at 
Holton Heath, the government factory: but in the 
case of a firm like I.C.I., to divorce these two things, 
to take aw<y the military and put it in one place 

and 7e7t knowledge and capacit^ 

costly'^*'’ MoGoxcan: And it would he more 

Mr. Bogers : Ye.s. 

ice •• I am not thinking so much 
about the cost; it was the point you made in reply 

the cost^^^^”*^^^ practicability rather than 

Marry McGowan: Yes. 

Frencf*L^*”"^^^ ^ understand that the 

I rench have a dye industry. 

Mr. Bogers: Yea. 


SB Barry McGowan: Not the government 

2794. Sir Kennetli Lee : But they have a dye 

industry in addition to the government explosives 
iiidustrj'? 

Sir Barry McGowan : No. Those have been 
separate for years. 

Mr. Bogers: lii this country our dyestuffs 

industry is absolutely apart from our explosives 
industry. 

2795. Sir Kenneth Lee: In peace-time? 

Sir Barry McGowan : Yes. 

Mr. Bogers : I do not think that Sir Harry 
meant to suggest at all that the whole of our chemical 
nidustry is bound up physically with our explosives 
industry. 

Sir Barry McGowan : No, not necessarily. 

2796. Mr. Spender : I did not mean to suggest that 
you should physically actually detach your other in- 
dustries or your military explosives side, but that 
you might, for the purpose of control and supervision 
have separate auditing and costings of the two' 
That IS not impossible, is it? 

Mr. Bogers : No. 

Marry McGowan: With what advantage? 
2i9(. Mr. Spender : From the point of view of con- 
trol it might be a satisfaction to the public. 

Sir Barry M cGowan : I doubt that, in effect. 
-However, that is my personal oi^inion. 

2i98. Mr. Spender: That is your opinion? 

Sir Barry McGowan : Yes. 

Mr. Bogers: It is perfectly simple of course, 
in production in a factory; and in fact in order 
to get a proper picture of what is happenning in 
your production you must separate the various 
things. There is no difficulty whatsoever in account- 
ing separately for certain things that you decide 
to be military. 

Sir Barry McGowan: We do that to-dav in 
our organisation. 

2799. Dome Bachel Crowdy: You remember I 

brought up this morning Exhibit No. 477 in the 
American Inquiry; that was a case where du Pont 
wrote to Iniiierial Chemicals referring to their ex- 
port to Montevideo- 


Sir Barry McGowan: Yes. 

2800. Dame Bachel Crowdy. — which you suspected 
was going to be diverted to Paraguay. That is on 
page 1337 of Part 5. You answered to my question 
that you had not fulfilled any order; you had 
refused the order? 

Jfnrrj/ McGowan : We did not even quote. 
-801. Dame Bachel Crowdy. I should have followed 
that a little further and said; In your opinion, do 
you think it is a possible thing, an easy thing, to 
avoid an embargo should a firm wish to do so 
through the connections that firms have with each 
other in different parts of the world? 

Sir Barry McGowan : It may he done. 

2802. Dame Bachel Crowdxj : Do you think that it 
makes evasion of the embargo extraordinarily easy? 

Sir Barry McGowan : I do not think extra- 
ordinarily easy. 

2803. Dame Bachel Crowdy: Extraordinarily pos- 
sible, let us say? 

Sir Barnj McGowan: Possible, but not prob- 
able, I think. 

2804. Dame Bachel Crowdy: You do not think there 
is a danger? 

Sir Barry McGowan : There may be, of course. 

I take it that the licensee here would look after that. 

I think that our Board of Trade would be very 
insistent on knowing the ultimate destination of the 
goods for which we wanted a licence. 

28^. Dame Bachel Crowdy: That is not quite the 
point. Supposing that we in this country had an 
embargo on goods and we could not export, it seems 
so very probable that we should just pass the order 
on to a colleague in another country, get a commis- 
sion, and get the order forthwith, in spite of the 
fact that our diplomats were fighting in Geneva, 
or wherever it may be they are fighting, or agree- 
ing on an embargo in order to produce an ultimate 
peace. 
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Sir Harry McGowan: I concede that that is 
conceivable. 

2806. Dame Bached Growdy : You think it is? 

Sir Harry McGowan: Yes, conceivable; but 
we have not done it. 

Chairman: It is always possible to commit a 

crime. 

2807. Sir Philip Gibbs : Sir Harry, you have men- 
tioned in j'our preliminary statement that there has 
been a good deal of criticism by sincere, but prob- 
ably misguided, people against the I.C.I., and I 
understand that you really want me to press some 
of those points in order that you may answer them, 
and we should like to do so, I think, in order to show 
that they have been properly considered. They 
raise certain moral issues and certain issues on 
general policy; so will you allow me to question you 
rather on those lines? 

Sir Harry McGowan: Certainly. 

2808. Sir Philip Gibbs: Also in your preliminary 
statement you say that there is a widespread fallacy 
that Imperial Chemicals are essentially an arma- 
ments firm, and you lay considerable stress on the 
smallness of your profits; but from the point of 
view of your critics, is not that rather like the 
answer of the unfortunate lady who put in a plea 
that her unwanted child was only a very little one? 

I mean that if these moral questions are involved, 
it does not very much matter whether your profits 
are enormous or only moderate, and therefore I 
am rather pressing some of these points. The first 
question which I want to ask for my own informa- 
tion is this; Why is it that you desire to keep 
secret and confidential the names of certain firms 
with whom you have agreements? 

Sir Harry BdcGoican: Agreements of a com- 
mercial character? 

2809. Sir Philip Gibbs: Yes; and agreements for the 
exchange of patents and secret information and for 
the use of certain materials. 

Sir Harry McGowan : I think that is commer- 
cial practice. Why should we disclose to the world 
the nature of the agreements that we have with 
any particular company ? Why should we, unless 
we are forced to? It is commercial practice. 

2810. Sir Philip Gibbs : I think you will see that 
that may lead to certain sinister suggestions that 
you want to keep secret certain information. Do you 
think it is necessary to keep that confidential? 

Sir Harry McGowan : We are keeping nothing 
secret from you. 

2811. Sir Philip Gibbs: No; but there is always 
the public to consider, and I am looking at the case 
rather from your point of view as well as from ours. 
Would you allow me, for instance, to mention certain 
firms that you have omitted from the published list? 

Sir Harry McGowan: Yes. 

2812. Sir Philip Gibbs : You have arrangements with 
certain firms of one sort and another in many coun- 
tries in the world, including Germany, Spain, and 
other countries. Have I your permission to mention 
those three firms? 

Sir Harry McGowan: Do, please. May I say 
that this has nothing to do with munitions military 
requirements. 

2813. Sir Philip Gibbs: It seems to me so to do. 

Sir Harry McGowan : It has not, I can assure 

you. 

2814. Sir Philip Gibbs: That is so? 

Sir Harry McGowan: Yes. 

2815. Sir Philip Gibbs: Then I am mistaken, 

because I read in your evidence and in your con- 
fidential memorandum that these firms have recipro- 
cal exchange of improvements and patents with you. 

Sir Harry McGowan: What firms? 

2816. Sir Philip Gibbs: For instance, Rheinisch 

Westfalische iSIprengstoff A. G. 

Sir Harry McGoivan: Purely commercial. 

2817. Sir Philip Gibbs : What is the meaning of the 
word “ Sprengstoff ” ? 

Sir Harry McGowan : “ Explosives.” 


2818. Sir Philip Gibbs : But surely they are capable 
of producing military explosives? 

Sir Harry McGowan: They may he; I could 
not tell you ; but the nature of our agreements with 
that company are commercial and not military. 

2819. Sir Philip Gibbs: Not military? 

Sir Harry McGowan : Not a bit. 

2820. Sir Philip Gibbs: Very well; I accept that 
instantly. Bearing on that question, I should like 
to ask you whether these firms with which you have 
arrangements, and which you say are purely for 
commercial purposes, are not capable of instantly 
being converted into military production? 

BIr. Boyers : As this is a technical matter, 
perhaps I might be allowed to answer your question. 
It is obvious, I think, from Sir Harry’s evidence 
that any explosives firm is capable of making things 
of value in some degree or other for military pur- 
poses; and the same applies to these German firms 
you speak of. Any agreements that exist, any 
arrangements that they have, do not deal with the 

final military things; but it is obvious, of course -. 

May I perhaxis explain it you in this way : I will 
take as an instance the case of a detonator tor 
setting off the blasting charge in mining. If there 
is an invention in regard to that it is highly pro- 
bable that it is an invention which has some bearing 
or other on detonators which are also used for 
military purposes. 

2821. Sir Philip Gibbs : But with one firm you have 
a very definite arrangement enabling them to manu- 
facture certain cartridges, and that is an Italian 
firm called Bomhrini-Parodi Delfino. 

Chairman: If you will look at your schedule 
you will see it is No. 2 on the first page. Class 1. 
I think that is the Hotchkiss agreement to w'hich you 


referred. 

Colonel Creswell : The Hotchkiss company 
wished for certain reasons to license that firm in 
Italy to make their guns. They also wish^ us to 
license them to make their cartridges, to give them 
the technique of that one cartridge so that it could 
be made in that country. 

2822. Sir Philip Gibbs : I imagine you were help- 
ing them to produce a considerable quantity of these 
Hotchkiss cartridges, for use in a war which this 
particular nation seems to disapprove of very 
strongly. 

Colonel Creswell: Five years ago— that agree- 
ment has expired. 

2823. Sir Philip Gibbs: When did it expire.'’ 

Colonel Creswell : On the 10th November, 

1935. I may say that if we had not shoivn them 
how to do it, someone else would have done. 

2824. Sir Philip Gibbs: I think that is not a good 
aro-ument; but we will not go into that at the 
moment. I think. Sir Harry, these rather vague 
charges made against your firm are really due to 
a sort of anxiety in the public mind because they 
imagine, rightly or wrongly, that you are in control 
of a widespread organisation of chemical firms which 
could instantly get to work to create explosives in any 
part of the world where there happens to he a pot 
of trouble. Do you agree with that definition? 

Sir Harry McGowan: No, not for a moment. 

2825. Sir Philip Gibbs : And you do not think, for 
instance, that ivhereas one side of your firm is mi- 
craged in fertilising the fruits of the earth, the other 
Tide is equally ready to blast that growth off the 
face of the earth at any particular moment? 

Sir Harry McGowan : We have made our posi- 
tion quite clear in our statement of evidence. 

9826 Sir Philip Gibbs : There are one or two pointe 
on whidi I should like to question you with regard 
to that ; because it does seem to me that your pree- 
nient with du Pont does share up the world ptwpa 
you for the purpose of military propellamt saps, 
powders, and so forth, for explosives, and 1*at when 
there is trouble in certain countries like China and 
Japan, either you or the du Pont people do fulfil 
those oiders. Is that so ? 
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Sir Harry McGowan : /We are not alone in 
making those militai’y articles j there is much com- 
petition from other people. All we do is to arrange 
a selling organisation with du Pont to make the 
business that we do in those countries economic. 

2827. Sir Fhilip Gibbs : But also, of course, in order 
to get as many orders as you can? 

Sir HaiTy McGowan : We certainly want them, 
for the reasons that I have stated in my evidence. 

2828. Sir Philip Gibbs: Arising out of this du Pont 
agreement, there seem to have been certain con- 
siderations a few years ago as to whether you should 
get Germany to come within the terms of this 
arrangement. Is that sop 

Sir Harry McGowan: Again commercial. 

2829. Sir Philip Gibbs: I do not think so. It par- 
ticularly mentions military propellants and 
detonators. 

Sir Harry McGowan: Would you mind repeat- 
ing your observation, please? 

2830. Sir Philip Gibbs : My question was this : 

whether you were contemplating entering into an 
arrangement between yourselves and du Pont with 
Germany in order to get Germany into a selling 
organisation for the world? 

Sir Harry McGowan : No. 

Mr. Mitchell : That is not so. 

2831. Sir Philip Gibbs: It seems to be borne out by 
certain correspondence published in the American 
Inquiry. 

Sir Harry McGowan: Have you the reference 
there? 

2832. Chairman : My recollection is that there was a 
question about meeting German competition. 

^^i^’^Sell: Yes. May I suggest that Sir 
Philip may have in his mind a clause in one of 
the letters which indicated that if and when 
Germans were free to come back on to the market it 
might be necessary for us to re-consider this arrange- 
ment. 

2833. Chairman: That is so. 

Mr. Mitchell; That was the .point; but there 
■was no suggestion of any kind that we should asso- 
ciate ourselves with the Germans. 

2834. Sir Philip Gibbs: It is Exhibit No. 1,090 in 
Part 12, and there is a passage on page 2881 It 
says ; 

TFe discussed at length the general question o] 
the possibility of an agreement of some kind among 
military manufacturers, and we both thought that 
while such an agreement might be possible as far 
as the manufacturers themselves were concerned, 
that due to the political situation in Europe to-day 
and due to the general attitude towards arms 
manufacturers, any attempt to make a formal 
agreement among manufacturers would cause the 
loudest and most violent criticism and put us in a 
v^y disagreeable position. We would be accused 
of 'joining together to foment warsj increase arma- 
ments, etc. 

That is from a gentleman named Mr. William Taylor 
and it is dated May 25th, 1934. ’ 

2836. Chairman: I think that the passage that Sir 
Philip wanted was the one you mentioned. There is 
a discussion between you and du Pont as to what is 
to happen if the Germans become manufacturers 
again ? 


Mr. Mitchell : Yes. 

2836. Chairman: And you say that if they do, the 
basis of the present arrangement might have to be 
re-considered, 

oQov te re-considered. 

2837. Sir Philip Gibbs : Yes, that is it. 

Mr. Mitchell: There is no suggestion in that 
that we had any intention of getting together with 
toe Germans. The suggestion was that we and du 
Pont might have to alter the basis of the under- 
Btanding. 

2838. Sir Philip Gibbs : I think I must question that 
point, because there was a considerable correspon- 
deuM with regard to a Mr. Giera, whom I want to 
mention later, and the correspondence was to the 


effect that Mr. Giera was appointed in order to 
expand this arrangement with the Germans with 
regard to military propellants. 

Mr. Mitchell: I think you will find in dealing 
■with that correspondence, that the moment we heard 
of the appointment Sir Harry protested to du Pont 
at the appointment of Mr. Giera. 

2839. Sir Philip Gibbs : I want to come to that 
rather later on, in connection with the question of 
agencies ; but at the moment you deny that there was 
any suggestion from Imperial Chemical Industries 
and du Pont for appointing an agent to bring 
Germany within your selling arrangement for the 
world ? 


Mr. Mitchell : Certainly. 

2840. Chairman: 1 have the letter now; it is Exhibit 
No. 516, on page 1243 of Part 5. It is from Sir 
Harry McGowan and is written to Mr. Lammot 
du Pont : 

I much appreciate your apprising me of the 
appointment of Mr. Giera as your agent for Ger- 
many. In the event of orders materializing 1 
assume that these would be definitely for require- 
ments of the Hepublic of Germany and not for re- 
export, although I do not think the agreement 
safeguards you in this respect. 

In making the agreement I am sure you could 
not have had before you a resume of the conversa- 
tions between Colonel Taylor and my people when 
the military agreement in general was discussed 
a^ worked out. It is clear from our records 
that although Germany, Austria and Hungary are 
not dealt with in the agreement, the imderstand- 
ing IS clearly that, as and when the Treaty of 
Versailles is modified, the whole position as at 
present covered by the general military agree- 
ment should be reviewed. 

Although our German friends have been out of 
the export military business for many years, they 
probably have manufactured for local require- 
ments, and I think we may assume that they have 
not been idle in their research. It is definitely 
established that they have not been so in military 
detonators. I feel sure that when freedom to 
manufacture is granted for home use and possibly 
for export they will expect to take a prominent 
position in the business and one which will be in 
keeping with our arrangement with them on blast- 
ing explosives, and we have in fact kept in mind 
this possibility. 


Jf Cl e agent you have appointed, therefore, is 
at all active, I think that any future negotiations 
would tend to become more difficult and the 
Germans would probably consider that as we each 
reserve to ourselves orders from our respective 
Governments they should be entitled to do like- 
wise. 


jii. mr 1 tiilip Gibbs: Thank you. Is not that a 
direct statement that you did have that idea in your 
mind ? •’ 

4 .U ^^Cchell : No. I wrote the letter at 

the time for Sir Harry to sign, and I had no 
such thought in my mind. It was merely that we 
were warning this man that he was making a bad 
business move in appointing an agent in Germany, 
developments in the future. 
Gibbs: But you did not object to 
toe Idea that you should get Germany within that 
w orld-wide arrangement ? 

Mr. Mitchell : Eventually it may be ; it de- 
pends on developments. 

2843. Sir Philip Gibbs: May I ask whether you have 
ina e such an arrangement with any German 
agency ? 

oQ. 1.1 ^fChell : Ho, we have not. 

.. Sir Philip Gibbs : May I ask you why you 
appointed the firm of Jardine as your agents in 
China when you had an office in Shanghai? 

■ Harry McGoican : I suppose we thought he 

Mig be more efficient in handling this particular 
business. 


2845. Sir Philip Gibbs : May I ask you whether 
ere was any feeling of delicacy in your mind as 
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to, perhaps, the impropriety or, at any rate, the in^ 
advisability of selling military propellants and ex- 
plosives to the Chinese government when in other 
parts of China you were selling things for the pur- 
pose of agriculture, and so forth? 

Sir Harry McGowan ; No. I have no delicacy 
of feeling in that matter at all. 

2346. Sir Philip Gibbs: Not the slightest? 

Sir Harry McGowan : No. 

2847. Sir Philip Gibbs: It is rather borne out in 
one or two passages that you rather considered it 
was not a good thing to act the part of Jekyll and 
Hyde (if I may say so) in China. 

Sir Harry McGowan: If the Chinese govern- 
ment wanted munitions we were ready to supply 
them, with the permission of the British govern- 
ment. 

2848. Sir Philip Gibbs: I quite understand that 
everything you do is entirely within, the British 
licence system; but, of course, we have to consider 
whether that system ought not to be altered and 
controlled. 

Sir Harry McGowan : Yes. 

2849. Sir Philip Gibbs : There is rather an interest- 
ing letter which I should like to read out. It is 
Exhibit 471 on page 1316 of Part 6. Have you 
found that reference? 

Sir Hairy McGowan: Yes. 

2850. Sir Philip Gibbs: This is a letter from Mr. 
Laing who, I believe, is hero to-day. 

Sir Harry McGowan: Yes. 

2851. Sir Philip Gibbs: To Mr. White of du Pont? 

Sir Harry McGowan: Our own agent in New 

York. 

2852. Sir Philip Gibbs : It says : 

Dear Mr. White: Mr. Haley, of I.C.I., China, 
had a talk with me to-day with reference to the 
difficulty that the Jardine Engineering Corpora- 
tion have met in working the new military agree- 
ment. They say that it is really a most difficult 
thing to go to the buyers and suggest that it is a 
matter of indifference to them whether our manu- 
facture or du Pant’s is ordered. They indicate 
that poocj salesmanship consists in definitely 
offering one thing or another. This does not 
mean that where the buyer has a preference it 
would not be met, but assuming he has no 
particular preference they do want to mention the 
one or the other. My suggestion is that as 
regards Cordite they can quite definitely mention 
us. In T.N.T. I think a similar policy should 
apply. As regards nitrocellulose powder, however, 

I suppose du Pont should be mentioned, but 
always assuming that they are willing to meet the 
competitive prices. 

Is not that rather a suggestion that you are 
sharing up the market in these things, and that 
you have certain rights with the du Pont people 
for certain powders, and that, whatever sales are 
made by the du Pont people, they should be shared 
between yourselves. It seems to md an arrangement 
which enables you to make profits out of sales in 
any part of the world by arrangement with du Pont 
for explosives. Am I correct in making that state- 
ment? 

Chairman : You had a common management, 
had you not, under your arrangement and a defini- 
tion of territories. 

Mr. Laing : That is right. 

2853. Chairman : You worked youa- business under 
that arrangement? 

Mr. Laing : That is correct. 

2854. Chairman: And this letter is suggesting to the 
agent that he had better not mix up the twm people, 
but one should quote for powder and one for 
explosives ? 

Mr. Laing ; It means this, that when one 
goes to sell a powder the agent could sell either 
du Pont’s manufacture or I.C.I.’s manufacture, and 
he was sometimes asked which do you want me to 
buy. Cordite is the British government powder. 


and I.C.I. know how to make cordite, perhaps, 
better than nitro-cellulose powder. With regard to 
nitro-cellulose powder, du Pont’s perhaps have more 
technique in that direction. The agent would say 
to the customer : Take your choice. That comes 
under a joint selling arrangement which was 
instituted to out down the expenses of this business 
in ivhich prices have become very low. There are 
many other competitors. 

2855. Sir Philip Gibbs: I notice a letter from the 
London office of du Pont to Major Casey, director 
of sales in the United States of America, dated 
14th August, 1933. It is Exhibit No. 486, at page 
1348 of Part 5 of the American proceedings. It 
deals with your arrangement with the J ardine 
Engineering Corporation, and it says : Through 

them I.C.I. has received constant and very large 
orders for cartridges. Referring back to a point I 
asked you a moment ago, here is a passage which I 
think you will find rather interesting: I.C.I. feel it 
advisable in view of their non-military business in 
certain provinces which are not in sympathy with 
the Nanking Government not to handle the military 
business directly through I.C.I. Shanghai. Do not 
you think that rather bears out what I was saying, 
that there was a question in your mind of what I 
might call propriety or delicacy? 

Sir Harry McGowan : After all, that letter 
was written by du Pont’s man to his people in 
Wilmington. I did not write the letter, and I am 
not responsible for what he says in the letter. 

2856. Sir Philip Gibbs : But it is rather curious that 
these people, who are very closely in touch with your 
organisation, should have had that thought in their 
minds ? 

Sir Harry McGowan: Ah; I have no doubt 
a very serious misinterpretation. 

2857. Sir Philip Gibbs: Very well. I just wanted 
to bring that point out. I hope you do not mind 
me pressing these points? 

Sir Harry McGowan: Not at all. 

2858. Sir Philip Gibbs: You say in your pre- 

liminary statement: “ I deny that my Company has 
ever done anything to hinder the British or any 
other government’s efforts for universal peace or has 
suggested to any foreign government that they 
should buy more than they themselves think they 
need.” But, of course, under the licence system 
granted by the British government you do try, do 
you not, to get the biggest orders possible from any 
part of the world? 

Sir Harry McGowan: Yes, surely. 

2859. Sir Philip Gibbs : And I suppose those orders 
are likely to materialise in those parts of the world 
which are most troubled by the fear of war? 

Sir Harry McGowan : That may be. 

2860. Sir Philip Gibbs : And you do not hesitate, 
I think, as a good business man, to promote those 
orders ? 

Sir Harry McGowan : Yes, I do. 

2861. Sir Philip Gibbs: You do hesitate to promote 
them ? 

Sir Harry McGowan: May I deal with that? 
I have here a letter addressed by one of my people 
to Colonel Taylor, du Pont’s man, dated the 5th 
December, 1929 : 

“ We have now given further consideration 
to your letter of 14th November and 
we must say that we have certain misgivings 
about wholly agreeing with the policy which you 
have had approved. In instances in South 
America where Governments have talked of setting 
up a factory for the manufacture of Propellant 
Powders, we have in agreement with your people, 
suggested the alternative, namely, the laying down 
of a stock for a period of years, part of it to be 
renewed, approximately, yearly, and paid for 
accordingly. We consider, however, that it is a 
different matter altogether as regards countries 
where there is no threat of setting up a factory 
and where indeed there may be no real demand 
for stocks. We do not think that we should 
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take the responsibility of so to speak creating a 
demand. If it is a case of a country asking for 
the powder then the position is altogether dif- 
ferent, but we feel that if we are the prime 
movers in suggesting more than stocks for de- 
fensive purposes and encourage European countries 
to take stocks, which left to themselves they would 
not order, then we do la 3 ' ourselves open to the 
charge from the League of Nations or from our 
own Governments that we may be justlj' accused 
as armament firms have been accused of in the 
past of making war possible or easier. The pos- 
session of ample militarj' stores may sometimes 
cause a country to be more aggressive than would 
otherwise be the case. You will understand that 
this letter is not meant to be a criticism of the 
decision for which jmu have received approval, 
but we do think it is not unreasonable to ques- 
tion whether, according to the spirit that is 
operating nowadays, your Government and ours 
would look with disfavour on methods that savour 
of creating demands for the sake of orders and 
the consequent manufacture without due regard 
to the development of the Peace atmosphere.” 
That is a very strong document. 

2862. Sir Philip Gibbs: That is very impressive; 
but there are certain indications, at any rate, in 
certain correspondence between you and your friends 
that that has not always been jmur policy, and that 
j'ou have been anxious as a business man to increase 
the sale of explosives and munitions of war in any 
country which was able to buy them, and you have 
gone after that business, if I may say so, rather 
keenly ? 

Sir Harry McGowan : Business offering, 

surely. We have gone after business offering. 

2863. Sir Philip Gibbs : I should like to suggest j'ou 
have actually gone out very keenly to create busi- 
ness. 

Sir Harry McGowan : Could you give me an 
instance ? 

2864. Sir Philip Gibbs : I must confess there is a 
slight weakness in quoting what people have written 
to you. 

Mr. Mitchell : Thank you. 

2865. Sir Philip Gibbs : But these are people who 
are very familiar with your business. In one letter 
from which I previously quoted it says: I.G.I. are- 
trying to solve the Far Eastern question to the best 
of their ability. 

Sir Harry McGowan: Who writes this? 

2866. Sir Philip Gibbs : It is Exhibit 486. IMay I 
read it again : I.G.I. are trying to solve the Far 
Eastern question to the best of their ability. Does 
that mean you were trying to create peace in the 
Far East? 

Sir Han-y McGowan : Surely not. It is not 
our job to create peace. 

2867. Sir Philip Gibbs: No? 

Sir Harry McGowan : We knew certain busi- 
ness was offering and we wanted that business to 
come to our country. 

2868. Sir Philip Gibbs : But it does look as if you 
were rather keen, and when you were trying to settle 
the Far Eastern question it really means, of course, 
you are trying to get as many sales as are possible 
owing to the conflict between Japan and China, 
does it not? 

Sir Harry McGowan : I repeat we knew cer- 
tain business was offering. It came to us by inquiry 
from the Chinese government and we quoted and 
tried to get that business for this country. We 
do not go to China and try and stimulate the govern- 
ment to order what they do not require. 

2869. Sir Philip Gibbs : No, but of course that 

raises a very large question as to what they should 
require in certain cases? 

Sir Harry McGowan : That is for them to de- 
cide, surely. 

2870. Sir Philip Gibbs : For instance, I want to put 
it to you that you were endeavouring to get business 


with Japan, but that it was very difficult to do so 
because the Japanese make a good many of their own 
materials of war, but that you did deal, according 
to one of your correspondents, in certain sumcialities. 

Sir Harry McGowan : Yes. 

28/1. Sir I hilip Gibbs: Those specialities, whatever 
they may have been, were for the invasion, no doubt 
of Manchukuo. ’ 

Sir Harry ]\IcGowan : Yes. 

2872. Sir Philip Gibbs: And at the very same time 
you were supplying the Chinese with the same mater- 
ials of war in order to repel that invasion? 

Sir Harry McGowan : Y^es. 

2873. Sir Philip Gibbs : I am not endeavouring to 
make a personal attack on you, but the critics and 
the people in the world who deplore the dangerous 
condition of the world think that this system of 
private sales abroad does increase the danger by pro- 
viding an aggressive nation with weapons it desires 
and at the same time supplying the defending nation 
with the weapons they need for their defence, and 
thereby increasing the quality and the quantity of 
the woidd’s explosive force. 

Sir Harry McGowan : I think I answer that 
in my own evidence by saying that if private manu- 
facture is stopiped, then it is obvious to us that 
nations will put down their own plant. 

28/4. Sir Philip Gibbs: But rather ineffectively, 

perhaps ? 

Sir Harry McGowan: I do not know. With 
science as it is to-day I do not think we could 
accept that statement. There are many people 
capable of putting down plant of a very efficient 
character in any part of the world, and we feel, 

I repeat, that if private manufacture was stopped it 
would result in government factories with a gre:it 
over-capacity of what they want for defensive pur- 
poses. That is the answer, I think. 

2875. Sir Philip Gibbs : It is certainly an answer 
which wants a lot of examination, but I think it 
might be fairly argued that this private traffic in 
the material of war, at any rate at the present time, 
does increase both the quantity and the quality of 
the machinery of slaughter in the world. 

Sir Harry McGowan: That is a matter cf 
opinion. 

2876. Sir Philip Gibbs : That, of course, is rather a 
theoretical argument. 

Sir Harry McGowan : Yes. 

2877. Sir Philip Gibbs : But that, I think, is really 
at the basis of certain attacks which have been made 
upon your firm. 

Sir Harry McGowan : It may be. 

2878. Sir Philip Gibbs : And I am very glad, of 
course, to give you an opportunity of answering 
them. 

Sir Harry McGowan : Thank you. 

2879. Sir Philip Gibbs : May I ask you whether you 
know a gentleman named Soong? 

Sir Harry McGowan: I do. 

2880. Sir Philip Gibbs : I think j’ou will agree with 
me that he has been called the keeper of the pur.se 
in China? 

Sir Harry McGowan : He was for a time, but 
not now. 

2881. Sir Philip Gibbs : It is stated in the corres- 
pondence which has been published in the American 
Inquiry that you saw a good deal of Soong during 
his visit to Europe. Is that so? 

Sir Harry McGowan : It is so. What do you 
mean by a good deal? 

2882. Sir Philip Gibbs : Several times. 

Sir Harry McGowan : Y^'es, I admit that. 

2883. Sir Philip Gibbs : May I ask for what purpose? 
Sir Harry McGowan : Certainly. T. V. Soong 

was very anxious indeed that my company should put 
down a plant for the manufacture of sulphate of 
ammonia in China. 

2884. Sir Philip Gibbs: Did you go out to China? 

Sir Harry McGowan: I went to China after 

seeing him in London. As you said he was the 
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keeper of the privy purse, until one fine night he 
was not, and I did not get the contract. 

2885. Sir Philip Gibbs : You did. actually go to China 

afterwards in order to 

Sir Harry McGowan : No, no. 

2886. Sir Philip Gibbs: ... to follow your 

acquaintance. 

Sir Harry McGowan : No, I had a desire to go 
to China before seeing him in London. He came 
over for the World Economic Conference. We have 
a very large business in peaceful products in China, 
and I make it a point, as chairman of the company, 
to travel the various parts of the world where we 
have organisations, and I took China in my stride. 
That is all. There I did dis,cuss with them the erec- 
tion of this plant, but nothing came of it. I was 
rather glad. 

2887. Sir Philip Gibbs: At that time you were 
making rather heavy sales to China, were you not? 

Sir Harry McGowan: Of what? 

2888. Sir Philip Gibbs: Explosives. 

Sir Harry McGowan : What kind of exidosives ? 

2889. Sir Philip Gibbs: I cannot give you their 
technical names. 

Sir Harry McG-owan: Military? 

2890. Sir Philip Gibbs: Yes. 

Sir Harry McGowan: I doubt it; I do not 

think so. 

2891. Sir Philip Gibbs: I think so from certain docu- 
ments I have. 

Sir Harry McGowan: Ammunition? 

2892. Sir Philip Gibbs : Yes. 

Sir Harry McGowan: Yes. 

2893. Sir Philip Gibbs : I rather wanted to ask you 
the reason for your association with Vickers in China. 

Sir Harry McGowan: As regards selling? I 
am afraid I could not answer that. 

Mr. Laing: The Jardine Engineering Cor- 

poration were agents for Vickers, I think I am 
correct in saying, before they were agents for us. 
The Jardine Engineering Corporation might get 
orders for small arms and give the orders to us or 
to Vickers, who might, in turn, order from us, or 
from some other body. That position had to he 
cleared up. There is nothing to it. That is all I 
can say about it. They were joint agents for the 
two of US. 

2894. Sir Philip Gibbs: It seems to me a linking up 
between two very powerful combinations in the world, 
namely, I.C.I., and Vickers, who, between them, 
really do actually control very vast amounts of what 
I should call explosive power; and I understand 
that the orders you received through Vickers in 
China were rather heavy ; they amounted to con- 
siderable sums of money. 

Sir Harry McGowan : Do you suggest this 

association was prejudicial to some one? 

2895. Sir Philip Gibbs: I think it might be inter- 
preted as being rather dangerous. 

Sir Harry McGowan: From what point of 

V16W ? 

2896. Sir Philip Gibbs : I feel myself that it is little 
dangerous to the world that enormous private com- 
binations should get together to exploit the military 
needs of the world. 

Sir Harry ' McGowan: So far ns I am con- 

cerned, I object to the word “ exploit ” in connection 
with I.C'.I.' 

2897. Sir Philip Gibbs: Develop. 

Sir Harry McGowan: I do not like the word 
“ exploit ”, anyhow. 

2898. Sir Philip Gibbs : Then I will withdraw that 
word. 

Sir Harry McGowan : Thank you. 

2899. Sir Philip Gibbs : You do not agree that there • 
is some kind of danger? 

Sir Harry McGowan: Not for a moment. 

2900. Sir Philip Gibbs: Very well. Then with regard 
to Exhibit 486—1 seem to be referring to that a 
good many times — it says, referring to your firm : 
They handle Japan in. a different way and believe 
it should not be handled by the same people as are 
handling China. Have you got that? 


Sir Harry McGowan: Yes. 

2901. Sir Philip Gibbs: Why not? 

Sir Harry McGowan : Again I am not pre- 
pared to accept what Mr. Taylor says to his people 
in Wilmington as representing our views of the 
situation. 

2902. Sir Philip G'tbbs: I will ask the Chairman’s 
ruling on this. I rather fancy I am entitled to ask 
you questions on points like that which have been 
raised by your correspondents. 

Chairman : No one objects to you asking the 
questions, but the answer is that they are not 
responsible for the opinions of the writer. 

Sir Harry McGowan: That is so; it is not our 
correspondence. 

Sir Philip Gibbs: I agree to that. 

Sir Harry McGowan: He is not our employe. 
Chairman: You can ask whether he agrees 

with the opinion of the correspondent, but you 
cannot attach the opinion of the correspondent to 
the I.C.I. 

Sir Harry McGowan: No, you cannot. 

2903. Sir Philip Gibbs: No; I draw a clean distinc- 
tion between them, but I should have thought I was 
entitled to ask whether you agree you did handle 
Japan in a different way? 

Sir Harry McGowan: It may be so. 

2904. Sir Philip Gibbs : May I suggest possibly that 
the reason was that you wanted to handle Japan 
through different people because you felt it was 
rather awkward to be selling arms to both sides? 

Sir Harry McGowan: No, I have no objection 
at all to selling arms to both sides. I am not a 
purist in these things. 

2905. Sir Philip Gibbs: But there must have been 
some reason why you wanted different people to 
handle your orders in Japan? 

Sir Harry McGowan: Jardines are not in 

Japan. 

2906. Sir Philip Gibbs: I mean to say that applies 
to your own agents, of course. 

Sir Harry McGowan : Yes. 

2907. Sir Philip Gibbs: That is to say, you were 
dealing in China through Jardines. 

Sir Harry McGowan : Yes. 

2908. Sir Philip. Gibbs: But you wanted to deal 
with Japan from a different angle. 

Sir Harry McGowan: It may have suited us 
better. That is purely internal management — that 
is all I can say — for us to decide, what kind of 
representation we have of the firm in selling our 
products in any part of the world. 

2909. Dame Hachel Crowdy: Might I suggest you 
felt you had to have rather more sophisticated 
agents in Japan? 

Sir Harry McGowan: It might be. 

2910. Sir Philip Gibbs : I would like to ask another 
question. These questions may sound impertinent, 
but they are not meant to be, in my mind. 

sir Harry McGowan: 1 am sure they are not. 

2911. Sir Philip Gibbs: There is another of these 
very awkward letters from other correspondents in 
which they seem to report very closely upon your 
business. I think it is, again. Exhibit No. 486. 

Sir Harry McGowan : This is quite a famous 

letter. 

2912. Sir Philip Gibbs: It is again about this 

dispute, and refers to Mr. T. V. Soong. It says ; 
Confidentially, Sir Harry McGowan has been in 
touch very closely with T. V. Soong during his whole 
visit and is going himself early in September — that 
is 1933— fo China to see T. V. Soong on the spot to 
try to make the most out of the connection started 
in England. We have already dealt with that; but 
I wanted to ask you one question. Does not that 
rather suggest to the minds of unpleasant people 
that it is necessary to have a political pull in order 
to get orders in this particular form of business? 

Sir Harry McGowan: I do not think for a 
moment that is so. I was told by our people in 
China that T. V. Soong w'ould be the man who 
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would handle negotiations for the erection of this 
, particular plant. That is why I saw him. It was 
not munitions at all. 

2913. Sir Philip Gibhs: Not munitions? 

Sir Parry McGowan: No, no- a fertiliser — 
sulphate of ammonia. 

2914. Sir Philip Gihbs: AVas he not also paymaster 
for any munitions material? 

Sir Parry McGowan : He may have been. I 
cannot tell you that. 

2915. Sir Philip Gibbs : I am told from other sources 
that at that time he did hold the purse strings in 
China. 

Sir Parry McGowan : He was chancellor of 
the exchequer in China at that time. 

2916. Sir Philip Gibbs: Therefore he would be 

responsible as paymaster for any explosives 
material? 

Sir Parry McGowan: Are you talking of 

military now? 

2917. Sir Philip Gibbs : Yes. 

Sir Parry McGowan : I suppose he would. 
A\Tiy not? Someone must pay for the goods. 

.^918. Sir Philip Gibbs : It must be useful for a, 
business man to get in touch with that particular 
man. 

Sir Parry McGowan : I think it is quite 

useful. 

2919. Sir Philip Gibbs: Are you at all responsible 
for the personal and moral character of your 
agents ? 

Sir Parry McGowan : I am afraid not. It is 
a big job. 

2920. Sir Philip Gibbs : Do you look at all into their 
credentials? 

Sir Parry McGowan: Of course we do you 

mean commercial credentials? 

2921. Sir Philip Gibbs: And, I imagine, their general 
character. 

Sir Parry McGowan : AVliat do you mean bv 
that? •’ 


Sir Philip Gibbs: I mean that you would not 
deliberately appoint an agent who had, let us say, 
been a resident in Portland. 

Sir Parry McGowan : I think not. I am sure 

not. 

Chairman: Outside the jail or inside the jail? 

2923. Sir Philip Gibbs : But I imagine that you do 
not have much control over the character and 
crei^ntials of the agents whom you share with 
du Pont. 

Sir Parry McGowan : We exercise all the 
control we possibly can. 

2924. Sir Phdip Gibbs: There was a gentleman 
previously mentioned by me named Mr. Giera, and 
he was recommended to you by Mr. Felix du Pont as 
an agent? 

Sir Parry McGowan : Go on. Sir. 

2925. ,S'ir Philip Gibbs: Did you know— I imagine 
.vou did not, of course — that he was an international 

1 o Brenner and that he had acted as agent 

tor 13 different countries, that he was used by the 
Germans to mine the Dardanelles and Heligoland, 
and that he was working in close co-operation with 
von Papen and Boy-Ed in the United States of 
America before the end of the AVar? 

Sir Parry McGowan: Mr. Mitchell knows 

more about that than I do. 

Gibbs : Can you answer that, Mr 
Mitchell? ’ 


Mr. Mitchell : I knew nothing about that until 
1 saw the result of the American Inquiry. I would 
hke to put right one point. He never was our agent. 
He was recommended to us by du Pont and our 
letter protested, not because of his incapacity but 
because we thought it was a wrong move. He was 
never our agent, he was never appointed. 

<?i65.s': May I read you the letter? 
Exhibit 522, page 1237. 

Chairman: Is it worth pursuing? 


Sir Philip Gibbs: Yes, I think it is rather 
important. It is a letter dated February 9th, 1933, 
from Mr. Lamniot du Pout to Sir Harry McGowan! 
It says 

Pear Sir Parry : TFe have made an agreement 
in the nature of an agency appointment with Mr. 
E. P. Giera, looking toward the sale of military 
propellants to the Itepublic of Germany. I under- 
stand that Germany is excluded from our under- 
standing with respect to sale of military explosives 
in Europe, under which we keep each other ad- 
vised of our movements, but we feel that it is 
desirable that we should inform you in this case. 
I am enclosing herewith a copy of the agreement 
with Mr. Giera, which speaks for itself, and which 
1 understand covers the entire understanding 
between him and vs. . . . 
and so on. You did acknowledge that letter? 

Mr. Mitchell: Y'es. And to the best of my 
recollection Sir Harry McGowan said he was very 
glad to have this letter and to read of the appoint- 
ment of Mr. Giera as an agent for du Pont. But 
Sir Harry at the same time pointed out that it was 
a mistake to make that appointment, in his judg- 
ment. 

2928. Sir Philip Gibbs: Because, I think, at that 
moment of the Treaty of Versailles. 

Mr. Mitchell : Because of the Treaty of Ver- 
sailles and because of the interference with the 
Germans in their own market — looking forward to 
the future. That is the basis upon which it was put. 

2929. Sir Philip Gibbs: The point I was making was 
this, that you are not in control in any way of the 
type of character who may be appointed as agent — of 
whom you might hear between yourself and du Pont. 

Sir Parry McGowan: Oh, yes. I would not 
say that. AA’^e had no idea of this man’s history at 
all. AA’e objected to his appointment for other 
reasons. AA'’e take very great precaution ourselves 
in appointing our agents. They must be people of 
the highest standing. 

2930. Sir Philip Gibbs : Even in the South American 
countries ? 

Sir Parry McGowan : Oh, yes. AA^e appoint 
the best we can get. I will put it that way. 

2931. Sir Philip Gibbs: You have, perhaps, not very 
much direct control of those agents in the Latin- 
American countries? 

Sir Parry McGowan : If they are our own 
agents, we have. 

2932. Sir Philip Gibbs : They are the best agents you 
can get? 

Sir Parry McGowan: Oh, surely. 

2933. Sir Philip Gibbs : Do you think it advisable 
to exchange secrets with foreign firms? 

Sir Parry McGowan: Secrets covering what? 

2934. Sir Philip Gibbs : Secrets covering new inven- 
tions for propellant powder, detonators, or for 
chemical processes which may be used for war 
purposes. 

Sir Parry McGowan : Mr. Rogers will deal with 

that. 

Mr. Pagers : You are referring, doubtless, to 
the du Pont company? 

2935. Sir Philip Gibbs: I am referring especially to 
some of these other firms. 

Mr. Pagers : Do you wish to take this broadly, 
as a question of transferring secret information ? 

2936. Sir Philip Gibbs : Yes. 

Mr. Pagers: The term “ secret ” in that sense 
is used entirely to represent a “ know how,” See . — a 
method that has not been patented. “ Patents and 
secret processes ” means patents and any other 
information that you happen to have ; in many 
cases the information that is exchanged is in no n ay 
secret. 

2937. Sir Philip Gibbs: For in.stance, supposing you 
^'sre to discover some rather important new com- 
bination of chemicals, would it be within your agree- 
ment to exchange that chemical information with 
that Italian firm, Bombrini-Parodi-Delfino ? 
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Mr. Boyers: I am not quite clear to ivEat 
agreement you are referring. 

2938. Sir Fhilip Gibbs : No. 2 in Class 1 the 
Hotchkiss agreement that has already been 
mentioned. 

Mr. Boyers: That particular agreement had 
nothing at all to do with chemical processes. It was 
for a siiecifio purpose^ as 0010110! Cre&well has said. 

2939. Sir Bltilip Gibbs: What about the Kheinisch 
Westfiilische, in which you agreed to exchange 
patents and secret information? 

Mr. Boyers: That is for commercial explosives. 
We have had many agreements of that sort in the 
past witn various explosives tirnis in various parts of 
the world. Naturally, in the position in which we 
are, being responsible not only for almost all the 
industrial explosives xiroduced in this country, but 
also for South Africa to a p-eat extent, we have to 
bo up to date, and it is perfectly clear that we would 
not bo up to date if we depended entirely on our own 
inventive capacity. We must get processes that 
other people have, and as soon as we get them they 
will want the processes that we have. These agree- 
ments of which you are speaking are merely those 
which allow for a situation in each case in which you 
have the world knowledge, so that the business may 
be run jiroperly and efficiently. They mean nothing 
more than that. You understand, there_ are no 
arrangements of that kind regarding munitions? 

2940. Sir Philip Gibbs : As a man who knows nothing 
about chemistry, I have a sort of secret anxiety lest 
the line between commercial explosives and military 
explosives should be extremely thin. 

Mr. Boyers : 1 have already explained to you 
that any secret information or knowledge of a process 
which is mainly applicable to an industrial explosive 
is also applicable to a military one. The basis of the 
explosives is the same, whatever you are going to 
use them for. 

2941. Sir Philip Gibbs: That does, to my mind, 
create a sort of danger that you are passing on 
information which might lead to further development 
of explosive power for very unpleasant purposes. 
Great stress has been laid in y^our statement upon 
arrangements for purely commercial explosives, but 
I think in the opinion of the world generally no 
distinction is drawn and it seems to be impossible 
to draw a distinction. 

Mr. Boyers : Oh, no. It is a matter of degree. 
1 do not want to attempt to deliver a lecture on the 
manufacture of explosives or their nature, but it is 
not the case that an explosive used for industrial 
purposes can simply be turned over in the right way 
and used for military purposes, except in very 
exceptional cases, but the basis of the explosives 
being the same they are, of course, connected. There 
is no dispute about that. That must be agreed. 

2942. Sir Thomas Allen: I do not want to cover any 
of the ground of criticism as outlined bj' Sir Philip. 
I want rather to deal with the statement of your 
company’s evidence, also with the particular state- 
ment that y'ou read to the Commission, on the broad 
question of policy generally. In paragraph 3 of your 
main statement* jmu say that the total sales of 
military products in the last five years are only 
1-8 per cent. I notice that relatively the number 
of your employees is I in 43. Are we to understand 
from that that the wages costs are higher in the 
munitions section or is the production of munitions 
a more costly form of enterprise? 

Mr. Boyers: May I be quite clear? You wish 
to know why the relation of employees to the amount 
of business is different in the two cases? 

2943. Sir Thomas Allen : Yes. 

Mr. Boyers : It is a fact that, generally speak- 
ing, the wages cost of making munitions is higher 
than that of making industrial explosives, but I 
am not quite clear at the moment as to the extent. 
Are you taking the amount of work in 1934 ? 


* See p. 439, supra. 
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2944. Sir Thomas Allen : No, I am referring to your 
answer to Question 0 with regard to the total number 
of employees.] 

Mr. Boyers : I must be clear exactly where 
this is. 

Mr. Mitchell : If you compare the percentage 
relationships of the two figures you will find they 
are almost identical. 

Mr. Boyers : It depends upon which year you 

take. 

2945. Sir Thomas Allen: I am taking the average 
over the five years. 

Mr. Boyers : I should like to make it clear 
that the employees mentioned here have been taken 
as a whole; they are all the people, in whatever 
works they happen to be. If one wanted to make 
an exact comparison between the number of people 
employed in military production and in industrial, 
one would have to take the separate factories and 
the separate things. I think you have included in 
this the ammunition as well as the exiilosives. These 
things are made in different works. I do not think 
you can take these figures as being anything but 
orders of figures. They are not comparable in that 
sense. 

2946. Sir Thomas Allen : Then in paragraph 4 of your 
main statement you say : 

“ To remove any misunderstanding it should be 
stated that, in addition to their present moderate 
capacity engaged in the manufacture of such pro- 
ducts, I.C.I., with the full knowledge and desire of 
H.M. Government, are without subsidy maintaining 
for use, or in a condition capable of rapid installa- 
tion for use in case of national emergency, certain 
plants for military explosives and small arms 
ammunition. These have not been employed since 
1918.” 

When you state “ with the full knowledge of the 
government ” are we to understand that you mean 
at the government’s request? 

Mr. Boyers : Oh, yes, definitely. 

2947. Sir Thomas Allen : They are kept idle at the 
government’s request? 

Mr. Boyers : They are kept idle perhaps be- 
cause the government does not give any orders to 
fill them, but the government have been anxious 
that we should not dispose of them. 

2948. Sir Thomas Allen: What I want to get at is 
this : Are they idle at the request of the government 
to meet an emergency? 

Mr. Boyers : May I explain what is meant by 
that? The easiest way is to take one case, that 
of the Ardeer factory, where we make cordite. At 
the end of the War we had a, very large cordite 
capacity, which had been put up for the govern- 
ment. Then our industrial demands increased and 
we altered our factory arrangements for industrial 
explosives in the interest of efficiency and gradually 
ate into the area that was used for the military. We 
used the ground. The government were very anxious 
that we should not dispose of any plant. If we had 
to do so, thereby reducing our potential capacity, we 
had to inform the government. We hold certain 
plants which can be used in emergency. The govern- 
ment know of that and are anxious that we should 

do so. • i 1 

2949. Sir Thomas Allen: And no subsidy is forth- 
coming? 

Mr. Boyers : No subsidy is paid at all. 

2950. Sir Thomas Allen: In paragraph 5 you say 
“ But it must be apparent that there is hardly an 
industry in the country that is not interested in 
materials for military activities ”. Is your point 
that no line of demarcation can be made between 
civil and military activities either' in peace time or 
war time? 

Mr. Boyers: I think the intention there is to 
make it plain that a war is carried on not only 
through the possession of explosives and guns, but 
through the possession of boots, shoes — every sort of 

thing. 

t Appendix 2, p.468. 
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2951. Sir Thomas Allen: I observed that in answer 
to a previous question Sir Harry said that it was not 
possible to separate armament production from other 
business. What 1 wanted to know was this : Does 
Sir Harry advance this principle as peculiarly 
applicable to your own industry or as a general prin- 
ciple with regard to all industries? 

Sir Ilarry McGowan: I can only speak for our 
own industry. 

2952. Sir Thomas Allen ; In paragraph 6 you point 
out that any business that you do in armaments is 
done in open competition with manufacturers of 
other countries and always by British government 
licence, and that the materials supplied are materials 
considered necessary by friendly nations for purposes 
of national defence. To whom are you referring 
when you say “ friendly ”? 

Sir Harry JilcGowan: I would say the British 
government determine which nation is friendly to 
us — we do not determine that. 

2953. Sir Thomas Allen: I take it that Japan and 
China are both friendly to the British nation — or 
we might regard them as snch? 

Sir Harry McGowan : Yes. 

2954. Sir Thomas Allen: Yet they might be at war 
with each other? 

Sir Harry McGowan: Yes. 

29o5. Sir Thomas Allen: I only wanted to under- 
stand what you meant by “ friendly ” in that 
particular instance. 

Sir Harry McGowan : I should say friendly in 
the opinion of the government. 

2956. Sir Thomas Allen : In the same paragraph you 
say that the list of agreements submitted disposes 
of the claim that I.C.I. is directly or indirectly party 
to what has been designated an “ international 
armaments ring ”. How would you define a “ ring ” 
in that connection, as distinct from any arrange- 
ments which you have? 

Sir Harry McGowan: I would say that a 
“ ring ” connotes nearly all manufacturers of a par- 
ticular product inside that ring, whereas we — there 
is evidence — have only arrangements with one or two 
people. 

2957. Sir Thomas Allen: That would he your defini- 
tion? 

Sir Harry McGowan: After all, there is any 
amount of competition apart from ourselves and 
du Pont, so there can be no international ring. 
There is not an international ring. 

29o8. Sir Thomas Allen: In respect to any inter- 
national arrangement — a ring or otherwise; call it 
an “ understanding ” or what you will— how far, in 
peace time or in war time, are those arrangements 
helpful to the British government? 

Sir Harry AIcGowan: Are you talking from 
the military point of view or commercially? 

2959. Sir Thomas Allen : From the military point of 
view. 

Sir Harry McGowan : We have none — no 

agreement. 

2960. Sir Thomas Allen: No arrangement at all? 

Svt Harry McGowan : No, we have no agree- 
ment covering the technical side or the production 
side of military requirements. 

2961. Sir Thomas Allen: But you are makers of 
military necessities? 

Sir Harry McGowan : Of course we are. 

2962. Sir Thomas Allen: My point is this, that in 
the event of an outbreak of war any international 
arrangement would be rather detrimental than other- 
wise to the British government. 

Sir Harry McGowan : We have none ; we have 
no arrangement that could be detrimental to the 
government. 

2963. Sir Thomas Allen: That is your answer? 

Sir Harry McGowan ; Oh, yes, surely. 

^64. Sir Thomas Allen : Then in paragraph 7, so 
far as I.C.I. is eoncerned you refute any suggestion 
that attempts have been made to stimulate arma- 


ment business by newspaper propaganda, or by in- 
sinuating that others are purchasing armaments. You 
do advertise, I take it? 

Sir Harry McGowan : Oh, yes. 

2965. Sir Thomas Allen: What object is there in an 
advertisement, other than that of stimulating 
business? 

Sir Harry McGowan : To show various foreign 
governments that we are in the line of business, that 
if they want to come to us they can. But may I 
say that our total expenditiu'e in advertising military 
and naval products over a period of five years was 
£550. So we cannot be accused of extravagance in 
that direction. 

2966. Sir Thomas Allen: Reverting to a point put 

by Sir Philip with regard to South America I under- 
stand that your agents there are military agents 
as distinct from civil. ’ 

Sir Harry McGowan : We have our own com- 
pany there, our own selling organisation. 

2967. Sir Thomas Allen: In paragraph 8 you remark 
that His Majesty’s Government have regarded 
private enterprise as a vital asset in the successful 
defence of the country. I take it that you would 
agree that this is hound to be the case as long as the 
government is dependent upon a firm like yours for 
its munition supplies. 

Sir Harry McGowan : Oh, surely. They are 
not dependent upon us completely to-day, you know. 

2968. Sir Thomas Allen : Perhaps we will come to 
that a little later on. How would any change dis- 
sipate the collective potentialities of a private 
industry? 

Mr, Hogers : I am not quite clear as to your 
meaning. May I have your question again, please? 

2969. Sir Thomas Allen: How would any change dis- 
sipate the collective potentialities of a private in- 
dustry as distinct from a national industry? 

Mr. Hogers: You mean if the production of 
military material were nationalised? 

2970. Sir Thomas Allen: Yes. 

Mr. Rogers: It would simply mean that the 
government would not have a nucleus of people 
trained at all in the manufacture of military 
munitions. 

29/1. Sir Thomas .Mien: Not if they passed tlirough 
a national factory? 

Mr. Rogers: Oh, yes; they would have to 

GGpencl entirely on what the^'' had in their own 
factories. 

Sir Harry McGowan : But those factories 

woukl be standing idle for a considerable part of the 
year in peace time? 

2972. Sir Thomas .Allen : They would be producing, 

I take it, all the armaments required, idle and 
otherwise. 

Mr. Rogers: The government would lose what- 
ever value there is in the private manufacture of 
munitions of war. Of course, if you assume that the 
national factories would he just as efficient and 
would not require to depend at all upon the value 
of industrial advance, then it might make no 
difference. 

2973. Sir Thomas Allen : Is there any reason to pre- 
sume that they would not be as efficient? 

Mr . Rogers : I should say so. 

2974. Sir Thomas Allen: That is your view? 

Mr. Rogers: The industrial advance is so 

great. 

297.5. Sir Thomas Allen : In his supplementary state- 
ment Sir Harry says, “ I beg the Commission to 
pause before they recommend anything which would 
de.stroy this vital asset to the country’s safety I 
take it you would not deny the obligation of the 
state to assume any function of private enterprise 
where the retention in jirivate hands was proved 
to interfere with the general rights of the 
community. 

Sir Harry McGowan : The state can do any- 
thing, can they not? That is the answer.. 

2976. Sir Thomas Allen : I presume hy “ vital 

asset ” you mean your own particular organisation.. 
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Sir Harry McGowan: Yes, I do. 

2977. Sir Thomas Allen : 1 would like to deal— para- 
graph 10 of your maiu statement*— with the ques- 
tion of the relative cost of xiroduction of private 
enterprise and of government factories, more par- 
ticularly during the War period. You say in your 
supplementary statcmcntt, “ We prefer not to enter 
into controversy on the relative costs of private and 
government manufacture, as to the best of our 
knowledge the requisite data on comparative lines 
are not available ”. Would you elaborate that foi 
us a little, that we may have in our minds the 
clearest j)ossible picture of what is meant? 

Mr. Boyers : It is rather difficult, if I may say 
so, because your questions are not specific, and I feel 
that I can only answer them by making something 
which is almost equivalent to a sort of lecture, if you 
will pardon me. 

2978. Sir Thomas Allen: I do not know how 1 can 
make them more specific. Shall I repeat what T 
have said? 

Mr. Boyers : Yes, if you please. 

2979. Sir Thomas Allen: Taking your main state- 
ment, paragraph 10. You are referring there to 
the relative cost of production of private enterprise 
and of the government factories, and you say that 
true comparisons are well nigh impossible, owing to 
varying conditions and the wide differences in 
methods of costing. I am asking whether you would 
elaborate that for us a little, that we may have a 
clearer vision of the picture that you want to 
present to us. 

BIr. Boyers: In manufacturing industries, 

even comparing units in one industry in oui 
own, for instance — it is essential that the account- 
ing systems should be similar. ^luch moie is it 
likely that the systems are not similar if you are 
comparing a government department with an in- 
dustrial corporation. What we mean is that not 
only are the systems of accounting different, and 
therefore not comparable, hut also the volume of 
business, the volume of manufacture, may he 
different, and that, of course, has a tremendous in- 
fluence on the cost. I do not think that I could 
elaborate it really more than that. It is meiely a 
statement that they are not comparable, to begin 
with, because the accounting systems are different, 
and, again, the volume of manufacture is probably 
different. 

2980. Sir Thomas .illen: I take it you have seen 
the figures submitted by Dr. Addison, who came 
before us. Comparative costs were submitted to us. 
Would you agree then that where comparative costs 
were available there was something to he said in 
favour of the Ministry of Munitions vis-a-vis 'private 
production ? 

BIr. Boyers : Not on equal quantity of produc- 
tion. I had a good deal of experience of that during 
the last war, and my statement is that an indus- 
trial corporation such as .Imperial Chemical Indus- 
tries, manufacturing the same quantity of material 
as a government institution, will do it at a lower 
cost. 

2981. Sir Thomas Allen: Wo were glad to hear you 
express your willingness at any time to go into the 
question of profit with the government in regard to 
national supplies, but our trouble is rather different. 
The strongest argument that is put up to us against 
a private system of manufacture of implements of 
war is the incentive to profit making which the 
international trade affords. How would you over- 
come the external difficulties ? Say that you were 
willing to meet the government on the internal 
difficulties. 

Sir Harry BlcGawan: Competition takes care 
of the prices we get abroad. There is very intensive 
competition, and a scramble for business, which as 
a rule means a very low scale of selling prices. 


* See p. 440.st(,pra. 
t See p. 446, suyra. 


2982. Sir Thomas Allen : You think that meets the 
situation ? 

Sir Harry BIcGowan: I think it does un- 
fortunately. 

2983. Ghairnum : I have been requested to ask you 
some questions and I would like to put them now, 
ill case I forget them. The first one is this: 

“ Reference has been made to documents 486, 487 
and 488 in Part 5 of the American Inquiry, as show- 
ing an arrangement between I.C.I. and du Pont for 
eliminating competition and keeping up prices. 
Would I.C.I. state what are the present arrange- 
ments with du Pont as regards sales of war material 
in Europe? ” You have answered that, have you 
not, by saying that all the sales arrangements are 
covered by the document of 10th October, 1932? 

BIr. Blitchell : I might elaborate that point 
by saying that we have already discussed with Mr. 
du Pont the advisability, solely on economic grounds, 
of ceasing this kind of activity. It pays neither of 
us. But pending the decision of this Commission 
Sir Harry decided that nothing should he done, for 
fear of misunderstanding. 

2984. Chairman: The last existing arrangement is 
that of 10th October, 1932? 

BIr. Blitchell : Yes. 

2985. Chairman : To the next question I should have 
thought the answer was obvious, but they wish to 
have it. “ What is the purpose of the firm’s 
numerous investments in foreign firms? ” You have 
given us a list of the foreign firms in which you 
have investments and the question is: Why did you 
do it? 

BIr. Blitchell: We thought it was a good in- 
vestment for our money. If I may illustrate by the 
Czecho-slovakian investment, that may give the 
clue. The Czecho-slovakian government asked us 
to erect an industrial explosives factory for them. 
We supplied the technique and put up the factory 
and we took a share investment in the company 
for the work done. 

2986. Chairman: That is a specimen case, in answer 
to the question why do you invest in foreign 
companies ? 

Sir Harry BIcGowan: Because we think it is 
a wise thing to do. 

2987. Chairman : Why is it wise ? 

Sir Harry BIcGowan : Ah ! 

2988. Chairman: I will try to answer the question. 
First of all, I suppose, because it gives you an oppor- 
tunity of seeing how the particular company is doing, 
if you are a shareholder. 

Sir Harry BIcGowan : Each case is judged on 
its merits. 

2989. Chairman: And another reason, I suppose, is 
because you may think it is a good investment as 
it stands. 

Sir Harry BIcGowan : Yes. 

2990. Chair7tian : And you may think that if there is 
a war it may be a better investment. 

Sir Harry BIcGowan : I cannot answer that. 

2991. Chairman: The third question is this: “ What 
are the relations of I.C.I. with the I. G. Earben- 
industrie and other German companies? ’’ 

BIr. Blitchell: We have close technical and 
other touch with the I. G. Farbenindustrie in other 
activities but nothing in the domain of military 
activity. It is a comprehensive term for the whole 
of the German chemical industry. We are members 
with them of the world cartel for dyes and the 
international cartel for nitrogen. We have no mili- 
tary arrangements with them. And with the 
Dynamit-Actien-Gesellschaft, which is a subsidiary 
of the I. G. Farbenindustrie, we have an arrange- 
ment for industrial explosives only. 

Sir Harry BIcGowan : We collaborate with the 
f. G. Farbenindustrie with regard to the extraction 
of oil from coal. 

2992. Chairman: Another question is this: “With 
reference to the Exhibits 496-604 inclusive of the 
American Arms Inquiry, Volume 5, will I.C.I. state 
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what was the exact position of Carames, why money 
had to he paid to him and why the factory was not 
constructed in the Argentine? ” 

Mr. Mitchell: This is going hack 15 years. I 
think the Argentine factory was suggested some 15 
years ago. We quoted for that factory through the 
medium of Carames. The German Koln-Rottweil 
A.G. secured the business through the firm of 
Retienne, but Retienne could not fulfil their obliga- 
tions and the construction of the factory broke 
down for that reason. We had in the meantime 


withdrawn from the negotiations — we and du Pont. 
The Germans secured the contract to erect the fac- 
tory, but when the time came they could not do it. 
2993. Chairman : Why had money to he paid to 
Carames ? 

Mr. Mitchell : As an agent for the company. 

Secretary : All this correspondence is in 1931 
1932 and 1933. 

Mr. Mitchell : He was simply paid for his 
services. 


(Adjourned.) 


APPENDIX 1. 


OBSERVATIONS OF MESSRS. IMPERIAL CHEMICAL INDUSTRIES LTD. 


ON 


AGREEMENTS CITED BY THE UNION OP DEMOCRATIC CONTROL 


Reference 

No. 

1 

2 

3 


8 

9 

10 

11 

12 


15 

16 


(Vide Minutes of Evidence, 7th 
Agreement. 

E.I. du Pont de Nemours on patents and pro- 
cesses. 

E.I. du Pont de Nemours on sales arrangements. 
Solvay & Co. concerning chlorine and chemical 
interchange. 


4 I.G. Farbe^dustrie concerning interchange of 

mformation on nitrio acid. 

5 Belgian Explosives Group re ownership 


6 Socidte Franjaise Dynamit 


7 Carboncherie Pran 9 aise — obviously Cartoucherie 

Fran 9 aise. 


Hungarian Explosives Co. 

Norsk Spraengstofindustrie re interchange of 
chemical information. 

Roumanian Explosives Co 

Union Espanola de Explosives re interchange 
of information. 

Comptoir Pran 9 ais de I’Azote 


13 Coswig re limitation of sales 


14 Montecatini 


Czechoslovak Explosives, Limited 
Barbier Group re abstention arrangements 


and 8th Days, pp. 196-7.) 

Explanatory Remarks. 

Referred to in list for Commission, Class III. 

Referred to in list for Commission, Class I. 

This probably refers to an agreement -with Solvays 
for technical and commercial co-operation in the 
alkali field. It involves no miUtary questions. 
Probably the term “ chlorine ” has been interpreted 
as indicating potential mili tary use. 

There is no such agreement. 

We have no agreement with this Group relating to 
ownership. Our only financial interest in any of the 
Belgian explosives companies is 29 • 89 per cent, share- 
holding in S.A. d’Arendonck, which company manu- 
factures industrial explosives only. 

This presumably is meant for Soci5t4 Centrale de 
Dynamite or Soci5t6 Nobel Fran 9 aise with whom we 
have an unwritten understanding as regards our 
respective territories for the sale of industrial 
explosives. 

They do not manufacture military explosives. 

We have a 23 * 3 per cent, share interest in this company. 
We have an agreement with them referred to in list 
for Commission, Class III, governing the manufacture 
and sale by C.F. under licence of sporting cartridges 
and cases. 

We have a 12 per cent, shareholding. This company 
manufactures no military explosives. 

An agreement with this company is referred to in list for 
Commission, Class III, and is simply a sales and 
agency agreement, relating solely to industrial 
explosives. 

We have a 20 per cent, shareholding. This company 
manufactures no military explosives. 

Referred to in list for Commission, Class II. 

We have no direct association with these people but 
they are members of the international nitrogen 
cartel. 

We have no agreement with Coswig, but there is an 
agreement between D.A.G. and Coswig regulating 
quotas arid prices for Coswig’s business in Chile, 
Bolivia and the Dutch East Indies in industrial 
explosives and detonators. This is the same agree- 
ment as that referred to under No. 22 below with 
Westfahsche Anhaltischen Sprengstoff A.G. Coswig 
is merely a place name of this company. 

The only agreement we have with Montecatini relates 
to urea-formaldehyde resins and moulding powders. 
They are, of course, members of the international 
nitrogen cartel. 

We have a 32 per cent, interest in this company, which 
makes both industrial and military explosives. 

We have an agreement with the Barbier companies 
regulating territories for the sale of industrial explo- 
sives and accessories. This company manufactures 
no military explosives. 
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Agreeynent. 


Explanatory Remarks. 


17 Poudreries Reunios re sales 

18 S.A. de Dynamite de Matagne re sales 

19 Soci6t6 Beige de la Dynamite Nobel re absten- 

tion. 

20 Casale Ammonia Co. re interchange of informa- 

tion. 


21 Etab. Kuhlmann re abstention arrangements... 


22 Westfalische Anhaltischen Sprengstoff A.G. re 

sales. 

23 Poudrerie Royale de Wetteren-Cooppal re sales 

24 Norsk Spraengstofindustrie A/S re abstention... 

25 Rheinisch Westfalische Sprengstoff re sales and 

exchange of technical information. 


26 Dervant & Huguenin re dye production 


27 Remington 


28 Vickers re use of I.C.I. powder ... 


29 United Alkali re oxidation of ammonia 

30 Allied Chemicals re finance 

31 Sooieta Italiana Richerohe Industrial re absten- 

tion and markets arrangement for Casale 
ammonia. 

32 British Government and I.C.I. (F. & S.P.) Ltd. 

and British Dyestuffs Corpn., Ltd. 


33 I.C.I. and Badische Co. ... 


34 I.C.I. and Jardine Engineering Co. 

35 I.C.I. and Jardine Matheson & Co. 

36 I.C.I./Mitsubishi 

37 I.C.I./Royal Dutch Shell 


38 I.C.I. and Lurgi Corpn. ... 


We have an agreement with these companies and others 
belonging to the Belgian group of explosives manu- 
>- facturers regulating sales of industrial explosives. 
This agreement is referred to in list for Commission, 
Class III. 

This probably relates to an agreement long since expired 
between this company, Sooieta Italiana Rioherche 
Industrial and United Alkali Company relating to the 
use in the United Kingdom of the Casale process of 
manufacture of ammonia. 

There are a number of agreements with Kuhlmann 
relatmg to sodium sulphide, saltcake, dyestuffs, 
resins, nitrochalk, etc. No miUtary explosives are 
made. 

See No. 13 above. 

See Nos. 17, 18, 19 above. 

See No. 9 above. 

This may refer to agreement in list for Commission, 
Class II, relating to licences under patent in respect 
of Tetrazene cap compositions for ammunition, and 
Esohbach detonators. 

This name should be Durand & Huguenin with whom 
agreements exist covering licences to B.D.C. to manu- 
facture certain dyes. No military explosives are 
made. 

Agreements in list for Commission, Class III, covering 
hoences under patents in respect of ammunition with 
Tetrazene caps and sporting ammunition and 
components. 

Agreements with Vickers relating to sales of ammimi- 
tion are cited in list for Commission, Class I and 
Class II. 

See No. 20 above. 

No agreement exists with this company. 

See No. 20 above. 


This may perhaps refer to the government guarantee 
of debentures to Synthetic Ammonia & Nitrates, Ltd. 
at Billingham and the shareholding which the govern- 
ment had in the Dyestuffs Corpn. prior to the forma- 
tion of I.C.I. 

An agi'eement exists relating to exchange of licences 
between Scottish Dyes and Badische in respect of 
certam colouring matters. 

The Jardine Engineermg Corpn. are our agents for 
explosives and military ammunition in China. 

Jardine Matheson & Co. are our agents for industrial 
exi^losives and accessories in China. 

We have no agreement of any kind with Mitsubishi. 

This presumably refers to the international hydrogena- 
tion patents agreement, to which Royal Dutch Shell 
are parties. I.C.I. has no direct agreement with the 
Royal Dutch. 

We have no agreement with Lurgi Ges. fiir Chemie und 
Huttenwesen m.b.H., which presumably is the com- 
pany referred to. 


SUMMARY. 

Of the 38 agreements cited by the Union of Democratic Control it will be seen that 18 are non-existent as agree- 
ments. Of these 18 four refer to investments of ours in explosives companies, and it should be noted that of the 
remaining 20 agreements four only are related to munitions. 


APPENDIX 2 

STATEMENT SUBMITTED ON BEHALF OF MESSRS. IMPERIAL CHEMICAL 

INDUSTRIES LTD. 


Royal Commission on the Phivatb Manoeactube op 
AND Trading in Arms, 

8, Buckingham Gate, S.W.l. 

23rd April, 1935. 

Sir, 

I am directed hy the Royal Commission on the 
Private Manufacture of and Trading in Arms to 
transmit to you the enclosed copy of the Royal 
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Warrant of Appointment of the Commission, and 
to request that they may he furnished for the 
purposes of their Inquiry with full information 
under the following headings relative to Messrs. 
Imperial Chemical Industries Ltd., and any sub- 
sidiary companies under their control: — 

1. The proportion of the total turnover in each 
of the last five years attrihutahle to the pro- 
duction of arms and munitions of war. 
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2. The proportion of the turnover in each of 
the last five years, representing arms and 
munitions of war, attributable to (a) United 
Kingdom, (6) British Empire and (c) foreign, 
orders. 

3. The estimated value of plant employed in the 
production of arms and munitions of war that 
would he rendered redundant in the event of the 
establishment of a State monopoly. 

4. The amount of declared profits of each of 
the last five years; and an estimate of the pro- 
portion thereof attributable to the production of 
arms and munitions of war. 

(The above to be accompanied by published 
accounts for the five years.) 

o. The average number of employees engaged in 
each of the last five years on the production of 
arms and munitions of war, and other products, 
respectively. 

6. The firm’s capacitj' for expansion for purposes 
of the production of arms and munitions of war 
(o) with, (b) without, the use of plant normally 
employed on other products. What would be the 
effect of a State monopoly on the firm’s capacity 
for production of arms and munitions of war on 
the outbreak of war? 

7. Particulars of any agreements with other firms 
engaged in the production of arms and munitions 
of war, stating the names of the parties, British 
and foreign, 4o such agreements. 

8. Details of the firm’s present holdings of the 
capital of other firms, giving names (British and 
foreign), and of the holdings of the firm’s capital 
by other firms, giving names (British and foreign). 

9. The practice of the firm in regard to the 
advertisement of, and the soliciting of orders for, 
arms and munitions of war. 

The phrase “ arms and munitions of war ” should 
be interpreted for the present purpose as including 
all the articles enumerated under headings (i) to 
(xx) of Article (1) of the Arms Export Prohibition 
Order, 1931 (S.R. & O., 1931, No. 413) and (6) 
vessels of war of all kinds, together with arms, 
ammunition and implements of war mounted on 
board vessels of war and forming part of their 
normal equipment. Copy of the Order-in-Council 
referred to is enclosed for convenience of reference. 

I am at the same time to request that you will 
nominate a representative or representatives to 
appear before the Royal Commission for the purpose 
of giving oral evidence. 

I am to add that a further communication will be 
addressed to you in the event of the Royal Com- 
mission desiring evidence in regard to other matters 
that may arise in the course of their Inquiry. 

I am. Sir, 

Your obedient Servant, 

(Sgd.) Edward Twbntyman. 

Sir H. McGowan, K.B.E., 

Chairman. 

Messrs. Imperial Chemical Industries, Ltd., 

Millbank, S.W.l. 

Imperial Chemical Industries, Limited. 

From the Chairman (Sir Harry McGowan, K.B.E.). 

Millbank, London, S.W.l. 

4th October, 1935. 

The Secretary, 

Royal Commission on the Private 

Manufacture of and Trading in Arms, 

8, Buckingham Gate, S.W.l. 

Sra, 

With (reference to the accompanying letter of 
to-day’s date, which is the formal answer to your 
communication of 23rd April, 1935, I must refer to 
the various documents which have been sent there- 
with, in order that I may indicate those which are 
of a private and confidential nature. 


For the sake of clarity and to show how the answers 
to Questions Nos. 1 and 2 have been reached, the 
figures from which these answers have been derived 
have been embodied in one statement marked “ A 
The method adopted has involved the disclosure to the 
Commission of certain figures relating to all our 
activities, e.g., our total turnover figures. I believe 
you will agree it will be unnecessary, and it cer- 
tainly would be misleading and iirejudicial to the 
Company’s interests, for such figures to be made 
public. These figures are, therefore, given to the 
Commission on the understanding that they are 
treated in strict confidence and that any questions 
based on them which the Commission desire to ask 
shall be asked in camera. 

In answering Question No. 3 we have attempted 
to estimate the value of property and plant employed 
in military products and have furnished a table 
which also contains confidential figures. The total 
figure cannot be regarded as anything more than a 
careful estimate. Its preparation has involved an 
enormous amount of work, but I must nevertheless 
make it clear to the Commission that it would only 
be possible to ascertain the exact value of the plant 
by having an independent valuation by competent 
chemical engineers. This would entail the expendi- 
ture of much more time and money. 

I am sure that the Commission will realise that the 
answer to Question No. 6 discloses information which 
His Majesty’s Government would no doubt also con- 
sider should be regarded as strictly confidential. 

I should be grateful if the information furnished 
in answer to Question No. 7 could also be regarded 
by the Commission as confidential because a public 
disclosure would obviously be unfair to our partners 
in these agreements. \Ve have observed, however, 
that the evidence of the Union of Democratic Control 
contained a list of agreements. We shall give in a 
separate documentf, which can be made public, 
details which we consider relevant concerning these 
particular agreements. 

The very exhaustive details submitted in reply to 
Question No. 8 are also by their very nature of a 
confidential character, and I trust that my request 
that these shall be so regarded by the Commission 
may be granted. 

As to the answer to Question No- 9, I also suggest 
that the part of this document detailing sales for 
each country should not be published. Tlie position 
of these countries has to be considered, and the neces- 
sity for details is met by the figures which have 
already been made available in the information 
published by the Government based on the report of 
the export licences which have been issued. 

To assist you in meeting our requests for privacy, 
we have marked the documents “ Private and Con- 
fidential — not for Publication,” which we request 
should be so treated. 

I am. Sir. 

You obedient Servant, 

(Sgd.) H. McGowan. 

Imperial Chemical Industries Limited, 
Millbank, 

London, S.W.l. 

4th October, 1935. 

The Secretary, 

Royal Commission on the Private Manufacture 
of and Trading in Arms, 

8, Buckingham Gate, S.W.l. 

Sir, 

In further reply to your letter of the 23rd April, 
1935, I have to forward you the Company’s answer 
to the questions contained in that letter ; — 

* Not printed, 
t Appendix 1. 
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Question No. I. 

The pi'oportion of the total turnover in each of 
the last five years attributable to the production of 
arms and munitions of war. 


Answer. 


Per cent. 

1934 


1-6 

1933 


2-3 

1932 


2-0 

1931 


1-6 

1930 


1-5 

Question No. 2. 

The proportion of the turnover in 

each of the last 


five years representing arms and munitions of war, 
attributable to (a) United Kingdom, (b) British 
Empire, and (c) foreign, orders. 

Answer. 

Percentage of Turnover on Military Products 



TO Total 

Turnover. 



United 

British 



Kingdom. 

Empire. 

Foreign. 


Per cent. 

Per cent. 

Per cent. 

1934 

•72 

•23 

•64 

1933 

•70 

•10 

1-46 

1932 

•68 

•11 

1-25 

1931 

•63 

•36 

•63 

1930 

•46 

•54 

•50 


Question No. 3. 

The estimated value of plant employed in the pro- 
duction of arms and munitions of war that would 
be rendered redundant in the event of the establish- 
ment of a State monopoly. 

Answer. 

£1,316,436. 

(Details of this total figure are shown in Al.*) 


Question No. 4. 

The amount of declared profits of each of the last 
five years; and an estimate of the proportion thereof 
attributable to the production of arms and munitions 
of war. (The above to be accompanied by published 
accounts for the five years.) 

Answer. 

Amount of Phoportion attributable 



Declared 

TO Arms and Munitions 


Profits. 

OF War. 


£ 

Per cent. 

1934 

... 7,965,038 

1-1 

1933 

... 7,663,945 

1-8 

1932 

... 6,415,423 

2-1 

1931 

... 4,668,685 

0-8 

1930 

... 5,129,757 

1-1 


(Published accounts for five years are marked A2.*) 
Question No. 5. 

The average number of employees engaged in each 
of the last five years on the production of arms and 
munitions of war, and other products, respectively. 

Answer. 


1934 
1933 
1932 
1931 
1930 

Question No. 6. 

The firm’s capacity for expansion of the production 
of arms and munitions of war, (a) with, (b) without, 
the use of plant normally employed on other pro- 
ducts. What would be the effect of a State monopoly 
on the firm’s capacity for production of arms and 
munitions of war on the outbreak of war. 


Engaged on 
Production of Arms 
Total, and Munitions of 
War. 


41,736 613 

35,854 1,412 

30,610 850 

30,117 485 

34,476 765 


Answer. 

See statements annexed— “ B “ C “ D 
and “ E 

Question No. 7. 

Particulars of any agreements with other firms 
engaged in the production of arms and munitions of 
war, stating the names of the parties, British and 
foreign, to such agreements. 

Answer. 

These particulars are in the annexed schedules — 
Question No. 8. 

Details of the firm’s present holdings of the capital 
of other firms, giving names (British and foreign), 
and of the holdings of the firm’s capital by other 
firms, giving names (British and foreign). 

Answer. 

These details are shown in the annexed statements 
— “ G ”* and “ H 

Question No. 9- 

The practice of the firm in regard to the adver- 
tisement of, and the soliciting of orders for, arms 
and munitions of war. 

Answer. 

A memorandum is attached in answer to this 
question. 

In the event of your requiring any explanation of 
the accompanying documents or any further informa- 
tion, I shall be glad to arrange for a member of my 
staff, conversant with the details, to call on you. 

I am, Sir, 

Your obedient Servant, 

(Sgd.) H. McGowan. 

Memorandum re Question No. 9. 

The practice of the firm in regard to the 
advertisement of, and the soliciting of orders for, 
arms and munitions of war. 

[Note. — The advertisements and brochures sub- 
mitted have not been reproduced.] 

Advertisements in newspapers and similar media. 

Dealing with the first part of this question the 
Board has never authorised any special appropria- 
tion for advertising military products which, gener- 
ally speaking, only appear in advertisements indi- 
cating our general range of products. An example 
(marked “ 1 ”) is attached. 

There have, however, been occasional exceptional 
cases where we have been approached by certain 
Government organisations to advertise our products 
and, as an example, we attach a pull of one of our 
advertisements which has been appearing for the 
past two or three years in the Bevista Militar 
(marked “ 2 ”). This review is sponsored by the 
military authorities in the Argentine. 

We also attach (“ 3 ”) a specimen of an advertise- 
ment for condenser tubes which has appeared from 
time to time in Jane’s Fighting Ships. 

Moreover, we were specially requested to insert a 
general advertisement in a Finnish newspaper 
during the British week which was celebrated in 
Helsingfors in the summer of 1933 and, in this, 
mention was made of our military products. 

Our own publications. 

Examples of the following are attached hereto for 
inspection : — 

Naval and Military Explosives. 

Published by Nobel Industries in 1923 and handed 
to Foreign Government officials on request. In some 


Not printed. 
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cases our agents have distributed copies where we 
considered the recipients would be interested. The 
supply is now practically exhausted. 

Cartridges for Military Rifles and Machine-guns. 

First published in 1930, in three languages, 
it has been distributed rather more liberally along 
similar lines to those adopted in the case of the 
N aval and Military Explosives brochure. 

In the I.C.I. Products Book, of which a copy 
is attached, naturally mention is made in the ordi- 
nary course, of military material as part of our 
general products. 

Smoke-producing Devices and Baby Incendiary 
Bombs. 

Distributed in a similar manner to those mentioned 
above. 

Smoke Floats. 

Published in collaboration with Messrs. Thorny- 
crofts. 

Bbitish Empibe Exhibition and othbb Exhi- 
bitions AND FaibS. 

From time to time we have been represented at 
various exhibitions and fairs, a general range of 
products, including those of a military nature, 
having been shown. As an example we would men- 
tion particularly the British Empire Exhibition 
held in 1924 and 1925, when the two brochures 
attached were published. Special reference is made 
to military products on pages 47-50 in the larger 
brochure. 

Showcases. 

A few showcases have been made and sent to 
our more important offices abroad and, in a few 
instances, have been presented to Foreign Govern- 
ment officials at their particular request. 

Soliciting oe Obdebs. 

The method of sale we have adopted in foreign 
markets is by the appointment of agents who are 
paid by commission, although in one or two instances 
a retaining fee has been paid. We attach for the 
private information of the Commission a list* of 
these agents, giving the sterling value of the busi- 
ness done through each agency in each of the last 
five years and also a note of any retaining fees. 
From this list it will be seen that many of the 
agents have done no business whatever. The rates 
of commission vary, but the average paid on orders 
during the last five years has been 3-13 per cent. 

The prices obtainable have generally been so low 
through competition that extravagant commissions, 
even if these had been thought of, were impossible. 
The average rate reveals that agents have had 
nothing to give away. In most countries nowadays 
any military requirement such as we supply is 
open to public tender, and even if agents could 

* Not printed. 


afford it or favour the method there are but few 
opportunities for bribery and corruption. We are 
not going to claim that never has any of our agents 
passed on some of his commission. We do not 
know, nor do we approve or consent, but the 
average rate of commission paid proves that there 
is but little scope for irregularities. It must be 
remembered that not every country in its purchas- 
ing of supplies has the moral standard of Great 
Britain, but there is no question but that there 
has been a great tightening up in this respect, an 
altogether satisfactory development as far as' we 
are concerned. 

Our agents are chosen just as any agent would 
be chosen, viz., with respect to character and 
efficiency. In some instances our agents have 
some technical knowledge, but as regards practic- 
ally every enquiry the technical details have to be 
discussed with our own experts. Indeed, a feature 
of the business in recent years has been the very 
onerous specifications that have been associated with 
enquiries. So onerous on occasions — we might say 
ridiculous— that we have refused to accept them. 
We likewise have refused to accept unreasonably 
long terms of credit. In other words, we will not 
allow our agents to take business except under 
tolerably reasonable conditions of specification 
price and length of credit. ’ 

The business of our agents is to keep in touch 
with those who specify and contract for supplies, 
informing them of our ability to supply and seek- 
ing permission to tender as and when anything is 
required. Our agents are not permitted to suggest 
to any Government or its officials what they ought 
to require. Their business is to cater for require- 
ments as and when Governments decide to order. 
When a Government suggests going in for manu- 
facturing for itself we, as a rule, direct our agents 
to seeking orders for manufactured goods, because 
it is our business to supply these goods rather than 
to set up factories when there is already more than 
sufficient capacity existing. 

Only as regards the supplying of military explo- 
sives have we a selling organisation superimposed 
on the agents. On the Continent of Europe, and 
it will be noticed from our list of agents that there 
are some countries in which we are not interested, 
agents are supervised by the Paris office of the 
du Pont Company, the agents as regards military 
explosives being in a position to offer the manu- 
facture both of du Pout’s and ourselves. In the 
Par East we have agents in common under the 
supervision of Mr. Montague-Smith, but as regards 
the Central Chinese Government all the orders are 
now placed through a Chinese Purchasing Commis- 
sion located in Berlin. In South America there is 
supervision by Mr. N. E. Bates, his headquarters 
being du Pont, Wilmington. The office and travel- 
ling expenses of these supervising representatives 
are jointly borne by du Pout’s and ourselves, but all 
sales, excepting those to the Chinese Purchasing 
Commission in Berlin, pass through the agents. 
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APPENDIX 3. 


STATEMENT SUBMITTED BY MESSRS. IMPERIAL CHEMICAL 

INDUSTRIES, LTD. 

{See QQ. 2771—2779). 


I.C.I. SHIPMENTS TO BOLIVIA AND PARAGUAY (1928—1935), AND TO JAPAN AND CHINA 
(1931—1933), OP CERTAIN SUBSTANCES OF POTENTIAL USE IN THE MANUFACTURE OF WAR 
MATERIALS. 

I.C.I. Shipments to Bolivia (tons). 



1928 

1929 

1930 

1931 

1932 

1933 

1934 

1936 

Sulphuric Acid 


1 

_ 

■ 







— 

Chlorine 

— 

— 

— 

— 

— 

— 

— 

— 

Ammonia Liquor 

— 

— 

— 

— 

— 

— 

— 

— 

Anhydrous Ammonia 

— 

— 

— 

— 

— 

— 

— 

— 

Sodium Nitrate 

— 

— 

— 

— 

— 

— 

— 


Nitric Acid 

— 

— 

— 

— 

— 

— 

— 

— 

Ammonium Nitrate ... 

— 

— 

— 

■ 

— 

— 

— 

— 

Diphenylamine 

— 

— 

— 

— 

— 

— 

— 

— 

Centralite 

— 

— 

— 

— 

— 

— 

— 


Ethylene Glycol 

— 

— 

— 

— 

— 

— 

— 

— 

Pimethylaniline 









I.G.I. Shipments to Paraguay (tons). 


1928 

1929 

1930 

1931 

1932 

1933 

1934 

1935 

Sulphiric Acid 


_ 







— 

— 

— 

Chlorine 

— 

— 

— 

— 

— 

— 

— 

— 

Ammonia Liquor 

— 
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I.C.I. Shipments to Japan (tons). 



1931 

1932 

1933 

Sulphuric Acid 



— 

— 

Chlorine 

1 

— 


Ammonia Liquor .. . 

— 

— 

— 

Anhydrous Ammonia 

— 

— 


Sodium Nitrate ... 

— 

— 


Nitric Acid 

— 

— 

— 

Ammonium Nitrate 

369 

800 

900 

Diphenylamine 

— 

— 


(iientraUte ... 

— 

— 


Ethylene Glycol 

2 

22 

10 

Dimethylanihne ... 





NoJe.— Ammonium nitrate is sold to two makers of industrial explosives whose output has been steadily increasing. 
Ethylene glycol sales have been made to merchant firms for resale, possibly as an anti -freeze . 


I.C.I. Shipments to China (tons). 


Sulphuric Acid 
Chlorine 

Ammonia Liquor . . . 
Anhydrous Ammonia 
Sodium Nitrate . . . 
Nitric Acid 
Ammonium Nitrate 
Diphenylamine 

Centralite 

Ethylene Glycol ... 
Dimethylaniline ... 


1931 

1932 

1933 


95 

88 

7-35 

4-99 

0-29 



3-04 

4-04 

40 

14 

12 

— 



2 gallons 

118 

443 

590 

1-6 

— 

— 

— 

— 

— 



— 

— 

8 

4 

20 


Note . — The sales of ammonium nitrate have been made exclusively to the South Manchurian Railway for the 
manufacture of industrial explosives. , , , , . . , tt- , ^ j • -i 

Dimethylaniline is sold to certain small dyestuffs manufacturers for the prodution of Methyl Violet and similar 
dyes. 
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ROYAL COMMISSION ON THE PRIVATE MANUFACTURE 
OF AND TRADING IN ARMS 


TEEMS OF EEFEEENCE — 

(1) To consider and report upon the practicability and desirability (both from 
the national and international point of view) of the adoption (a) by the United 
Kingdom alone, (b) by the United Kingdom in conjunction with the other 
countries of the world, of a prohibition of private manufacture of and trade in 
arms and munitions of war, and the institution of a State monopoly of such 
manufacture and trade. 

(2) To consider and report whether there are any steps which can usefully 
be taken to remove or minimize the kinds of objections to which private manu- 
facture is stated in Article 8 (5) of the Covenant of the League of Nations to 
be open. 

(3) To examine the present arrangements in force in the United Kingdom 
relative to the control of the export trade in arms and munitions of war, and to 
report whether these arrangements require revision, and, if so, in what directions. 
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called and further examined. 


2994. Sir Thomas .Mien : Sir Harry, in para- 

graph 10 of your statement,* you quoted two 
passages from the report of the Committee of Inquiry 
into the Royal Ordnance Factory, AVoolwich, and 
submitted to the Minister of Munitions, Lord Inver- 
forth, which you say appear to he particularly 
appropriate to the point that true comparisons 
between private enterprise and government factories 
aro difficult to make. Have you that report by you? 

Sir Harry McGowan : I am afraid not. 

2995. Sir Thomas Allen: I wanted to correct what 

might he regarded as a wrong impression in resect 
to the quotations you made. AVe have it on record 
that Mr. Lloyd George, wdio was the first Alinister 
of Munitions, did establish a costings system at the 
very beginning, which applied to all munition 
factories and also to Woolwich, and that in doing 
so a proper costing system was established, with the 
result, as w’as put to us in evidence, that it afforded 
a very useful check on the xirivate manufacture, 
resulting in the reduction of costs. I have the re|iort 
here to which you referred, and, to overcome the 
impression that there ivas no costings system at 
AVoolwich, I would like to draiv attention to it for 
a moment. That Committee was set up in Mardh, 
1918, I think, or in July, 1918, and reported in 1919. 
It says: “The Committee have directed their 

attention mainly to an examination of the costing 
system at iiresent adopted at the Royal Ordnance 
Factories.” I bring that out to show that a costing 
system was in existence. Then further down it says ; 
“ The cost accounting system at Woolwdch was fully 
inquired into in 1902 by Mr. Morey, of Messrs. Price, 
AA^aterhouse & Co., chartered accountants, who ex- 
amined the systems obtaining at certain private 
engineering establishments, and he stated that the 
system of cost accounting at AA''oolwich appears as 
well adapted to obtain the results required as that 
at any works he had visited. These results differ in 
character from those of commercial houses oiving to 

* Minutes of Evidence, 16th Day, p. 440. 


the absence of profit considerations and the require- 
ments of iiarliamentary returns.” I thought it 
proper that I should bring that out so that no im- 
pression might be left, arising out of the statements 
you quoted, that no costing system was in existence. 

Sir Harry McGowan : AYe did not say that; we 
only quoted from the report submitted to Lord 
Inverforth. 

2996. Sir Thomas Allen: That report also contains 
the statements which I have just read to you. 

Sir Harry McGowan : Yes. 

2997. Sir Thomas Allen : I think we ought to say that 
it is very gratifying to us to have the statement of 
your capacity to meet emergencies. I note, however, 
that Lord Mottistone, who, as Colonel Seely, was at 
one time Secretary of State for AA'ar, in a debate 
in the House of Lords on May loth last said 
there was a terrifying inferiority in our capacity 
to adjust and expand our production tor ivar 
needs; and Lord Hailsham, when he came to reply 
to the statement made, said he fully agreed that 
the danger iioint was our relative inferior poiver 
to expand xiroductiou. — Can we take it from your 
statement that these observations do not apply as 
far as the I.C.I. is concerned? 

Sir Harry McGowan: Aes, you may take it. 

2998. Sir Thomas Allen: Under the present system 
the government is just a customer of yours, not a 
very large one. AA^oukl the loss of your United 
Kingdom and British Empire trade — representing 
only about 0-9 per cent, of your total trade— 
be a serious handicap to your general efficiency? 

Sir Harry McGowan : No. I am not so much 
concerned wdth the profit ive may lose by nationalisa- 
tion as by the injury to the country. 

2999. Sir Thomas Allen : It would be the greater loss 
which the nation would sufi^er? 

Sir Harry McGowan: Surely. 

3000. Sir Thomas Allen: Is your capacity to meet 
emergencies dependent in any measure uiion the con- 
tinuity of peace-time orders from the government? 

Mr. Rogers : Certainly. It is very vital 

indeed, if any manufacturing concern is to expand 
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when called upon, that it should have a nucleus from 
which to do so, and that nucleus must always have 
some manufacture going on all the time. 

3001. Sir Thomas Allen : When you tell us that you 
are ready for an emergency, it is all dependent upon 
peace-time orders? 

Mr. liogers: Yes, entirelj^; except in so far 
as a process may be so well known and established 
that the mere keeping of plant in being is sufficient; 
but, generally speaking, the loss of technique with 
the ivorkers and the other staff through having no 
orders to carry out destroys to a great extent their 
capacity to do what is wanted in an emergency. 

3002. Sir Thomas Allen: Generally speaking, you are 
looking to peace-time orders to enable you to be 
efficient in time of war? 

Mr. Mogers : Yes. 

3003. Sir Thomas Allen: Now, apart from the ques- 
tion of profit arising out of the sale of munitions of 
war, it has been advanced to us — and I think, if I 
may say so, supported by the Peace Ballot which took 
place last year — that any interest in arms is not only 
the concern of the private manufacturer, or even the 
government, but is also the concern of every citizen, 
and every man who fights, and that on that ground 
a nation caring for its safety cannot afford to leave 
its destiny to the uncertain and uncontrolled opera- 
tions of private firms. Is it your view that a dual 
system gives greater assurance of security than a 
national system could achieve, and, if so, would you 
suggest any strengthening or enlarging of national 
production in any direction? 

Sir Harry McGoxcan : I think I have dealt with 
that in my remarks. I feel perfectly certain that the 
security of the country is ensured a hundred-fold by 
an association of private manufacturers with govern- 
ment factories; but I do think that the time has 
come to establish a supervisory body to co-ordinate 
still further these two units in national defence. 

3004. Sir Thomas Allen: Perhaps I shall come back 
to that a little later. 

Sir Harry McGowan: Very well. 

3005. Sir Thomas Allen : You also say that under 
any modern conditions of war it would be impossible 
foi any first-class nation to defend itself without an 
extensive,^ highly skilled and perfectly equipped 
chemical industry, such as is available in the I.O.I. 

I think we would all agree to that, but in this con- 
nection I should like to draw attention to what one 
witness said to us. He said that the manufacture of 
explosives, which is practically in the hands of the 
I.C.I., can easily be separated from the rest of the 
chemical industry and taken over by the govern- 
ment. Have you any views on that? 

Mr. Sogers: Obviously the manufacture of 
explosives could be dealt with apart from any other 
chemicals, but not apart from the production of sul- 
phuric acid and nitric acid. The point really is that 
you can easily establish an explosives factory — it is 
done. Holton Heath, the government factory, is one 
where they make such chemicals as are required for 
the manufacture of their explosives. That, of course 
can be done, but, if I may say this, it is very unwise’ 
if you can avoid it, to divorce even those chemical 
productions from other chemical productions 
30^. Sir Thomas Allen: That is what I wanted to 
get at. Frequent references have been, made to the 
evidence of the Union of Democratic Control, but I 
notice that when they come to suggestions and pro- 
posals they appear not to be very arbitrary 
Perhaps you can help us in that direction. The sug- 
gestions made by them were, in the main, three”: 
firstly, that the manufacture of all industrial and 
military explosives should be nationalised; secondly 
that the private manufacture of poison gas should 
be prohibited ; and thirdly, that the export of raw 
materials likely to be used in the manufacture of 
explosives and poison gas should be made subfect to 
licence. Have you any objections to those three 
proposals? 


Chairman: You had better have them before 
you before you answer. Have you them? 

Mr. liogers: No. 

3007. Sir Thomas Allen : 1 will read them again. 
First, have you any objection to the proposal that 
the manufacture of all industrial and military ex- 
plosives should be nationalised? 

Mr. Sogers : The manufacture of industrial 
and military explosives? 

3008. Sir Thomas Allen : Y'es. 

Mr. Sogers: These reasons have been given 
by Sir Harry, but I am not at all in agreement with 
such a suggestion. To my mind, nationalisation to 
a certain extent for military purposes is quite 
debateable, but not the other. I see no point in it 
at all; I see no reason why that should be done, any 
more than you should nationalise the supply of steel 
drills for mines. Explosives are used in mines for 
the same purpose. 

3009. Sir Thomas Allen: Second, have you any 
objection to the proposal that the private manufac- 
ture of poison gas should be prohibited? 

Mr. Sogers : I know northing about the 

private manufacture of jioison gas. 

Sir Hax-ry McGowan : We do .not do it. 

3010. Sir Thomas Allen: You have no observations 
to make on that? 

Mr. Sogers: No we know nothing at all 

about the private manufacture of poison gas. 

3011. Sir Thomas .Wen: Third, have you any 
objection to the proposal that the export of raw 
materials likely to be used in the manufacture of 
explosives and poison gas be made the subject of 
licence ? 

Mr. Sogers: That seems to me to be very 
curious ; because if one takes substances that are 
used to make explosives they are substances which 
are in very common use for all sorts of purposes. 
Glycerine is very largely used by the tobacco in- 
dustry ; cotton, nitric acid, sulphuric acid. Chlorine 
^are you dealing with poison gas only? 

Chairman : No. 

Sir Thomas Allen : I am simply dealing with 
the question that they should be made subject to 
licence. 

Chairman : Their recommendation was quite 
genera] . 

Mr. Sogers : I cannot conceive that that 
would be very practicable in view of the fact that 
nearly all the substances used are used in even a 
very much wider sense in peace-time in ordinary 
industry. 

1H112. Sir Thomas Allen : You also advance the 
opinion that the proposal to nationalise all factories 
Engaged in the production of munitions could only 
be carried out at tremendous cost and would be 
economically unsound. When you make that 
statement are you thinking in terms of starting new 
national industries from their foundation without 
any regard to existing facilities? 

Mr. Sogers: My observations, if I may say 
so, had respect to both; either taking over or 
starting de novo. 

3013. Sir Thomas Allen : It has been put to us that 
the scattered system now prevailing among firms 
in this country — scattered all over the country — ■ 

IS in itself uneconomic, and that a more centralised 
system would be very beneficial and would reduce 
cost. 

Sir Harry McGowan : Hie scattering of fac- 
tories might minimise the risk of bombing during 
war. 

3014. Sir Thomas Alien: That is conceivable. 

Mr. Sogers: As far as the l.C.I. factories 
are concerned, they are not spread about in the 
sense suggested. We have already attended to that 
matter of concentration in so far as we consider it 
advisable. Your observations may apply to other 
concerns with regard to which I am not familiar 
with the details, but not to the l.C.I. 

3015. Sir Thomas Allen : It has been pointed out 
to us by one witness that it would be unreasonable 


MINUTES OF EVIDENCE 


473 


6 Febriuxry, 1936.] Messrs. Impeeial Chemical Industries, Ltd. ^Continued. 


to single out a particular industry for the establish- 
ment of a monopoly. In that connection the witness 
reminded us, or rather, told us, that it was un- 
scientific to talk of the arms industry as a w'hole; 
you must, he said, talk of ships as ships, heavy 
armaments as heavy armaments, aeroplanes as such, 
and chemicals as such, as really separate proposi- 
tions. Would you agree with that? 

Sir Harry McGowan : Separate from what 
point of view? 

3016. Sir Thomas Allen: That each of these main 
imiilements of war should be treated as an entity. 

Sir Harry McGowan : I am not prepared to 
advance an opinion on that, but I am preiiared to 
say that the chemical industry should not be. 

3017. Chairman: The point was that you might 
have to deal with each branch separately in the 
sense that you might apply a different remedy; one 
might be nationalised at one stage, and another 
might be nationalised at another stage, and so 
forth. I think that is what he was driving at, but 
your view is against nationalisation at any time? 

Sir Harry McGowan : Undoubtedly. 

3018. Sir Thomas Allen: Then you go on to say that 
it should not be assumed that executive and technical 
men who have been successful in commercial life 
would necessarily be willing to throw in their lot 
with a state monoiioly. What I would like to ask 
you is this: Is it the inference that all executive 
and technical men engaged in private trade are 
actuated by the profit motive? 

Sir Harry McGowan: No; I would not say 
that for a moment. 

3019. Sir Thomas Allen: I ask you that question 

for this reason : I personally and, I think, the 

Commission as a whole, have been greatly impressed 
by the witnesses who have come here who were em- 
ployed in private firms, the ones in high iilaces, 
and government servants ; they have impressed us 
with their ability, their general efliciency, their 
capacity to control a great industry, and I for one 
cannot but believe that they would equally have 
continued to serve the state if a state monopoly 
had been the government policy. That is my point. 

Sir Harry McGowan : That is a question of 
opinion. 

3020. Sir Thomas Allen : You also say that under 
a national system the incentive to national rivalry 
would tend to prejudice the maintenance of a high 
standard of efficiency. Nationally, you have removed 
or absorbed all rivalry — you would agree to that? 

Sir Harry McGowan: What is that? 

3021. Sir Thomas Allen : Nationally, you as the I.C.I. 
have removed or absorbed all rivals ? 

Sir Harry McGowan: No, no, no. We are not 
a monopoly ; we have not embraced all the chemical 
manufacturers of the country, or anything like it. 

3022. Sir Thamas Allen: That is your view, is it? 
Sir Harry McGowan : It is a statement of fact ; 

it is not a question of my view. 

3023. Sir Thomas Allen : As far as you have gone 
you would claim that you are as efficient as ever, 
in fact more efficient than at any time of your 
existence? 

Sir Harry McGowan: Yes. 

3024. Sir Thomas Allen : And the further yon go, 
if you could embrace the whole you would be more 
efficient still? 

Sir Harry McGowan : I do not say that. 

3025. Sir Thomas Allen: You do not think so? 

Sir Harry McGowan : I do not say so. 

3026. Sir Thomas Allen: My point was that if you 
go on absorbing you would naturally do so in the 
interests of efficiency. 

Sir Harry McGowan: We might become un- 
wieldy. 

3027. Sir Thomas Allen: That is your point with 
regard to a national monopoly. I would like you, 
if you would, to elaborate a little further your 
answer to Sir Kenneth Lee yesterday when we were 
dealing with the question of the conscription of 
industry in time of war. Do you mean, in the. state- 
ment you advance, anything more than this : that 


the I.C.I. would be at the full disposal of the govern- 
ment during a time of emergency in respect to w;ar 
supplies, but that for all other purposes it should 
be free? 

Sir Harry McGowan: I would say at once that 
one must relate to the other, war supplies having 
priority. 

3028. Sir Thomas Allen : War supplies would have 
priority? 

Sir Harry McGowan : They must have priority. 

3029. Sir Thomas Allen: We follow that. 

Sir Harry McGowan : Then, of course, we must 
depend on the government to tell us to what extent 
we must make chemicals to keep certain vital indus- 
tries going even during war. 

3030. Sir Thomas Allen: I notice that you are not 
averse to some strengthening of the licensing system, 
and you do refer to the proposals made at Geneva 
by the Americans. How far are you in favour of 
those proposals? 

Sir Harry McGowan : We are rather opposed 
to them now, on reflection. We think that foreign 
governments would object to a disclosure of the busi- 
ness we were doing with them, and I do not think it 
would help the cause of peace at all. 

3031. Sir Thomas Allen : Speaking of the government 
as suppliers you contemplate that international eom- 
plications would ensue that would embarrass the 
government. The government can say “ Yes ” or 
“ No ” under the licensing system, cannot it? 

Sir Harry McGowan : Are you speaking of 
military explosives? 

3032. Sir Thomas Allen : Yes. I am dealing with 
your statement. You say that you contemplate that 
international complications would ensue that would 
embarrass the government if it was the exporter. 

Sir Harry McGoiuan : 1 think I referred more 
to chemicals generally in my remarks. 

3033. Sir Thomas Allen : But do you contemplate 
the government being generally an international 
dealer in chemicals? 

Sir Harry McGowan: I do not; I think it is 
quite impossible. 

3034. Sir Thomas Allen: But do you contemplate it? 
Sir Harry McGowan : Quite impossible. 

3035. Sir Thomas Allen : My iioint is this : that if 
it is competent for the government now to deny any 
international supplies through a licensing system, 
where would the complications arise if it were the 
supplier itself? 

Sir Harry McGowan : My remark applies to 
military exijlosives. 

3036. Sir Thomas Allen: Yes. 

Sir Harry McGowan : To propellants or 

ammunition. My remark was more of a general 
character if they nationalised the chemical industry, 
because then thej' would be competing with private 
manufacturers in other iiarts of the world, which 
would be intolerable. 

Sir Thomas Allen : It does seem to me that the 
root of the munitions problem is that only highl5' 
industrialised countries can profitably manufacture 
appreciable quantities of arms. I am informed, for 
example, that 90 per cent, of the total world’s 
exports are from ten producing countries, and that 
at Geneva no single objectio'n was put up by any 
government against purchase from another gorern- 
ment. 

3037. Professor Gutteridge : Arising out of that last 
question put to you by Sir Thomas Allen, we were 
told at an earlier sitting of the Commission that 
the export of poison gas to Italy had been prohibited. 
Do you know anything about that? 

Sir Harry McGowan : That is so. 

3038. Professor Gutteridge : Why was it necessary 
to prohibit the export of poison gas if none is being 
made? 

Sir Harry McGowan: We had not been doing 
it, but I have no doubt the government took the pre- 
caution of saying that it should not be exported. 

3039. Professor Gutteridge : Do you know of any 
other firm making poison gas? 

Sir Harry McGoivan : Not to my knowledge. 
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3040. Professor Gutteridge : Do you thiuk it was 
merely a precautionary measure ? 

Sir Harry McGowan : I think so. 

3041. Professor Gutteridge : Are there any explo- 
sives used either in agriculture or for general com- 
mercial purposes which are also available at once 
in the military sense.? 

Mr. Itogers: Trinitrotoluol. 

30i'2. Professor Gutteridge-. Is that “T.N.T.”? 
Excuse my ignorance on these matters. 

Mr. J. Itogers: Yes. There are others, of 
course. 

3043. Professor Gutteridge : Detonators serve a 

double purpose, too, do they not.? 

3^''- Itogers: Yes; but generall3’ the war de- 
tonator is of a different type. 

3044. Professor Gutterid-ge : You could not tell me 
this, I suppose : How does the French powder mono- 
poly deal with a situation of that kind.? 

-¥r. Itogers: I am afraid I could not tell you 
exactly. 

3045. Professor Gutteridge: Y¥u do not know? 

Mr. Itogers : No. 

Mr. Smith: A situation of what kind? 

3046. Professor Gutteridge-. There is a monopoly, I 
understand, in military explosives and propellants 
in France; they are made in the government 
factories ? 

Mr. Smith : Yes. 

3047. Piofessor Gutteridge-. Do the French govern- 
ment run a dual system — that is to say, take T.N.T. 
—is that manufactured in a state factory and also in 
private factories, or how do they cope with that 
situation ? 

Mr. Smith : There is no T.N.T. manufactured 
in private factories; the state is the only manu- 
facturer, and will supply anyone, of course. 

3048. Professor Gutteridge: Are they, as a matter' of 

fact, in the market in the commercial sense at all 
do you know? ’ 

Mr. Smith: Direct to the consumer? 

3049. Professor Gutteridge : Yes. 

Mr. Smith : I really do not know. I think 
not as a rule. 


^0. Professor Gutteridge : I think it was Sir 
Harry who told us that if you had national fac- 
tones for military explosives and propellants there 
would necessarily be long periods during which those 
factories would have to stand idle. Could you go 
a little further into that? What reasons do you 
assign for that? 

Sir Harry McGowan -. I say that the peace- 
time requirements of various products for warlike 
purpo^s would not keep those factories occupied 
from January to December. 

^51 Professor Gutteridge -. You mean they would 
build up reserves quickly and then there would be 
nothing for them to do? 

Sir Harry McGowan: Very likely. 

3^2. Professor Gutteridge : Would that mean that 
they would have to dismiss their hands? 

Sir Harry McGowan: I think that is obvious 
them to stand doing nothing at all. 
30o3. Professor Gutteridge -. I do not want to go 
over well-trodden ground, hut I have a diagram in 
front of me, which you have no doubt seen, pre- 
pared by the Union of Democratic Control, which 
purports to show all the ramifications of your busi- 
ness; It IS Fi^g. 2 (6).* There is a circl in the 
middle Md there are lines radiating in all direc- 
tions. There are a very large number of different 
compan.es there There is Bickford & Co., AustrTa, 
foi instance — is that still in existence? 

fuses Sr 5“""' They make safety 

ruses tor mining purposes. 

3054. Professor Gutteridge-. Not military? 

Harry McGowan: No. 


' Appended to Minutes of Evidence, 7th and 8th Days. 


3055. Professor Gutteridge : I suppose you are in- 
terested in it? 

Sir Harry McGowan : Y^es. 

3056. Professor Gutteridge : Cartoucherie Francaise? 

Mr. Mitchell: We have a 23 per cent 

interest. 

3057. Professor Gutteridge: Cartoucherie Beige? 
Mr. Mitchell: They have ceased to exist. 

3058. Professor Gutteridge: Then they come out. 
Societe Anonj'me d’Arendonck? 

Mr. Mitchell: We have an interest in that 

it is an industrial explosives works — 30 per cent. 

3059. Professor Gutteridge: Then the Vise Com- 

pany ? 

Mr. Mitchell : That is a small safetj’ fuse 
factory in which we have a minority interest. They 
make safety fuses for the mines in Belgium. It 
has nothing to do with armaments. 

3060. Professor Gutteridge: The Barbier grou2i? 

Mr. Mitchell: That is an industrial concern 

No interest at all. 

3061. Professor Gutteridge: I gather by its name 
that Comptoir Fraii9ais de L’Azote deals in fer- 
tilisers ? 

Mr. Mitchell: Yes. 

3062. Professor Gutteridge -. Then the Poudreries 
Reunies ? 

Mr. Mitchell: We have no interest in them. 

3063. Professor Gutteridge: No interest at all? 

Mr. Mitchell: We have working arrange- 
ments. " 

3064. Professor Gutteridge -. What do you mean by 
“ working arrangements ” ? 

Ml. Mitchell: Selling arrangements. 

3065. Professor Gutteridge-. Allocation of territory? 
Mr. Mitchell: Allocation of customers in some 

cases. 

3066. Pro/essor Gutteridge: I do not want to go all 
round the circle, but I .do not know whether someone 
could indicate which of these have ceased to be of 
importance. 

Mr. Mitchell : General Motors Corporation — ■ 
that IS a motor-car concern, North American 
Chemical Company — 

3067. Professor Gutteridge -., Wlien you say you have 
no interest you moan you have nothing whatever 
to do with them. May I take it generally that 
there are a great number of companies on this 
diagram with .which you have nothing whatever to 
do? These diagrams have been very freely used, 
and therefore I want to know how far we can rely 
on them. 

3Ir. Mitchell : Might I supply the Commis- 
sion with a note on the whole of these companies? 
Perhaps that would be simpler. 

3068. Professor Gutteridge : Yes. It will save time. 

Mr. Mitchell : We will give you a note 

o each one of these companies saying what our 
interest is, if any.* 

3069. Pro/essor Gutteridge: There are companies 
mentioned here which you do not deal with in your 
confidential statement. 

Mitchell : You may take it that none 
of^these companies touch the vital issue. 

3070. Piofessor Gutteridge : You remember the form 
that your confidential statement took. When I oome 
to look at this diagram there are companies here 
not mentioned on that list. 

Mr. Mitchell : We will submit those to you 

1(1 t©r . 

3071. Professor Gutteridge ; That .will save time. 

Mr. Mitchell : The answer is that there are 

very few concerns in that with which we have any 
interest whatsoever. 

3072. Professor Gutteridge : When you say “ no 

interest ” you mean you have no associations of any 
kind ? 


* See Appendix 1, p. 603. 
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Mr. Mitchell : If we say no interest we 

mean that; but we have an indirect association with 
some of tliem. 

3073. Professor Gutteridge : What do you mean by 
that ? 

Mr. Mitchell : It may mean they are in 

a cartel. The Belgian company that you mentioned 
is in a cartel in Belgium with a comiiany in which 
we have a minority interest. 

3074. Professor Gutteridge : You mean it is a very 
indirect association ? 

Mr. Mitchell : The d’Arendouck company 

is a company in which we have a small interest. 
It is in a cartel for the sale of explosives in Belgium. 
It does not sell outside Belgium. The 
Poudreries Reunies is also a member of a cartel; so 
that in that very indirect way we have an associa- 
tion with them, but we have no control at all over 
their activities. 

3075. Professor Gutteridge : I suppose you would be 
willing to state the nature of your interest? 

Mr. Mitchell: Yes. You have them in the 

chart which is before you in our confidential docu- 
ment. 

3076. Professor Gutteridge : I do not think it covers 
all of them. 

Mr. Mitchell: No; it does not cover these, I 
assure you. 

3077. Professor Gutteridge : If necessary you would 

give us 

Mr. Mitchell : Any link of that kind. 

Professor Gutteridge : Thank you. 

3073. Bame Itachel Crowdy : You would not object 
to that being annexed to our public proceedings? 
Mr. Mitchell : Not at all. 

3079. Professor Gutteridge : There is one name which 
has been mentioned in connection with you which 
does not appear here, but it does appear in the pro- 
ceedings of the American Inquiry, and that is Bofors. 
Do they make chemicals? 

Mr. Mitchell: Yes; and military explosives. 

3080. Professor Gutteridge : Have you any interest 
in them? 

Sir Harry McGowan : They are our chief 

competitors. 

3081. Professor Gutteridge: That brings me to 

another point. I should like to know a little more 
on this question of competition. First of all, with 
regard to our own government, is there anyone else 
who supplies the government except you and the 
national factories? 

Sir Harry McGowan: For what — for cordite? 

3082. Professor Gutteridge : For military stores of 
any kind. 

Sir Harry McGowan: I think that we alone 
of private manufacturers make cordite, but Green- 
wood & Batley and other firms made ammunition. 

3083. Professor Gutteridge ; You are the only firm ? 
Sir Harry McGowan: We are the only manu- 
facturers of cordite, but there is another firm. 
Greenwood & Batley, who make military ammunition 
— that is, cartridges. 

3084. Professor Gutteridge: They have to get the 
cordite from you ? 

Sir Harry McGowan : Or the government 

factories. 

Mr. Hogers : There are other manufacturers 
of T.N.T. 

3085. Professor G^ittcridge : Are there many of them? 
Mr. Hogers: One other at least. 

3086. Professor Gutteridge : Is there any real com- 
petition between you and them for the supply of 
government requirements ? 

Mr. Hogers : Yes, definitely. 

Mr. Laing : I do not know their prices ; 

they do not know mine. Wo have real competition 
with one other manufacturer. 

3087. Sir Philip Gihhs : Could wo have the name of 
that other manufacturer? 


Mr. Laing : Athole Allen of Stockton-on-Tees. 

3088. Professor Gutteridge: There is real com- 

petition for, at all events, certain military require- 
ments as between you and other British firms? 

Mr. Laing : Yes, for most of them. 

3089. Professor Gutteridge : Then it is incorrect to 
say that I.C.I. has a virtual monopoly so far as 
military stores supiilied to our government are con- 
cerned ? 

Sir Harry McGowcm : What do you mean by 
“ monopoly ” — as regards selling price or as regards 
output? 

3090. Professor Gutteridge : I think that the mean- 
ing the witness attributed to it was that if the 
government wanted anything they had to go to jou 
for it. 

Sir Harry McGowan: That is correct for 

certain articles. 

3091. Professor Gutteridge : No doubt there are 
certain things which you make and no one else 
makes. 

Sir Harry McGowan: Yes. 

3092. Professor Gutteridge : There are others as to 
which you are in competition? 

Sir Harry McGowan : Yes. 

3093. Professor Gutteridge : It all depends on the 
circumstances of the particular thing in question ? 

Sir Harry McGowan: Yes. 

Mr. Hogers : It might help you if I men- 

tioned something. There is a substance used by 
the government in propellant powders which happens 
to be made by us in our dyestuff works, which is 
also made by other people, and we regularly lose 
the contract and gain it again through competition. 

3094. Professor Gutteridge : They get tired of you 
and go to someone else? 

Mr. Hogers : No ; they probably get a low'er 
price from someone else. 

3095. Professor Gutteridge : And then find that they 
cannot make it pay ? 

Mr. Hogers : We have sometimes to cut our 

price. 

3096. Professor Gutteridge : Of course, you make 

small-arms ammunition ? 

Mr. Hogers : Yes. 

3097. Professor Gutteridge : Is there any competition 
in that? 

Mr. Hogers : Yes. I have just mentioned 

the name of Greenwood & Batley ; they make 
ammunition. 

3098. Professor Gutteridge: Small-arms ammunition? 
Sir Harry McGowan: Yes. 

3099. Professor Gutteridge : I want now to turn to 
your foreign trade, I am a little bit puzzl^ by 
this; You speak, I think, of intense competition; 
if that is so, I find it a little difficult to understand, 
in view of the fact that you and du Pont together 
must be a pretty formidable combine. 

Sir Hairy McGowan: Both of us are very 
competitive in all we do, and we have competitors 
in Bofors, 

3100. Professor Gutteridge : With whom you have no 
connection? 

Sir Harry McGowan: No; and then there are 
competitors in France. 

3101. Professor Gutteridge: I am rather anxious to 

exclude competition by any company like that 
Czecho-.slovak company in which you are share- 
holders. . 

Sir Harry McGowan : I w’ould remind you tnat 
there are twenty small-arms manufacturers com- 
peting for business all over the world. 

3102. Professor Gutteridge : Manufacturing car- 

tridges, you mean? 

Sir Harry McGowan: Yes. 

3103. Professor Gutteridge: Twenty? 

Sir Harry McGowan: Yes; so that there is 
plenty of competition. 

3104. Professor Gutteridge: Does that apply to 

explosives, too? 
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Mr. Luing : 1 could name five countries at 
the moment wfiicli are very strong competitors for 
any business wiiicli is going. 

3105. Frofessor Gutteridge: I\iii you name tliem; 
because we want to get to the bottom of this. 

Mr. Laing : Sweden, and Norway to some 

extent. 

3106. Professor Gutteridge-. Sprengstoff? 

Mr. Laing ; Yes. Poland, Belgium has 
been mentioned; France to a little extent; and 
Italy, before the present ivar— Italy very definitely. 
‘iPM. Professor Gutteridge: They are in active com- 
petition with you all the time, are theyp 
Sir Harry McGowan: Yes. 

Mr. Laing : Yes. 

3108. liofessor Gutteridge : Do they cover the same 

range that you do, or are the same remarks 
applicable to theni all — that there are certain things 
which can only be got from you? ° 

Sir Harry McGowan: That is so. 

3109. Professor Gutteridge: is the world competition 
rather wider than the home competition in that 
sense ? 

Sir HaiTy McGowan: Yes, definitely. 

3110. Professor Gutteridge : Are the Germans in the 
market at all? 

Mr. Laing : Yes, now. 

3111. Professor Gutteridge : I take it the result of 
that would be to intensify the competition? 

Sir Harry McGowan: Yes. 

3112. Pr'ofessor Gutteridge : I ivant to ask you a 
few questions about licensing, which strikes me as a 
very important matter. First of all, I think I am 
right in saying correct me if I am wrong — no licence 
IS necessary for materials which could be converted 
either into military (propellants or explosives, as 
the case may be? 

Sir Harry McGowan: I understand not. 

3113. Professor Gutteridge : That is quite clear, is 
it ^ 

Sir Harry McGowan : I am so advised. 

Mr. Laing : Yes, that is so. 

3114. ProfessoY Gutteridge : So far as you know, no 
attempt has been made during the present crisis to 
stop the export of any of those materials? 

Sir Harry McGowan : Not so far as I know. 

3115. Professor Gutteridge : AVhat, in your opinion, 
would be the effect on your business of a requirement 
that these raw materials should require a licence for 
export ? 

Sir Harry McGowan: It is very difficult to 
estimate. 

3116. Pro/essor Gutteridge: Cannot you give me 
some idea? 

OT 1 -7 Harry McGowan : I am afraid I cannot. 

3117. Professor Gutteridge: Would it be serious? 

Sir Harry McGowan: It would need a good 

deal of investigation. 

3118. Professor Gutteridge : Take chlorine, for 

instance. 

Sir Harry McGoioan: Would you suggest that 
chlorine should not be exported at all to any country 
that might be disposed to use it for poison gas? 

3119. 1 rofessor Gutteridge : It has been suggested 
but I do not suggest it. I am not here to make 
suggestions ; I am here to receive them. 

Sir Harry McGowan : If it is suggested, that 
would affect our export business very materially. 

3120. Professor Gutteridge : I suppose you export 
very large quantities of chlorine? 

Mr. Robinson: No; our export of chlorine 

IS a small percentage of our total production 
for all purposes. If I might just help you, I 
will explain the connection of chlorine. I do not 
know much about poison gas myself, but in some 
of the evidence which has been read before this 
Commission allusion has been made to mustard gas. 

I understand also from the evidence given by the 
Union of Democratic Control— I did not know myself 
which I have checked, that mustard gas is made 
from the raw materials chlorine, ethylene (which is 
oDtained from alcohol) and sulphur. Those are the 


essential raw materials. With regard to alcohol and 
sulphur, we do not deal with those raw materials 
1 suppose they can be obtained anywhere in the 
world, especially alcohol. With regard to chlorine 
that IS just one thing. Any country that desired 
to cover, as it should do, in defence its own require- 
ments of, say, mustard gas, in an emergency can 
quite easily make its chlorine. The method they 
would employ would not be the method that we 
employ, which is based on industrial requirements 
where you must produce cheaply. But economics 
in war-time do not matter so much; it is simply 
that if you have a method you can employ it- and 
the alternatiye method which I have seen working 
in other countries is to take ordinary common salt 
pyrolusite and sulphuric acid, which are very widelv 
distributed throughout the world; you bring those 
together and you make chlorine gas, and it is all 
you want to complete the chain of raw materials 
from which you can make mustard gas. 

■3121. Professor Gutteridge : I gather that the 
inference you are drawing from that is that even 
if you had a licensing system it would not be yery 
much good, because mustard gas can be made any- 
where ? 

-1/r. Robinson: Yes. I would like to men- 
tion one other point. The assumption from the 
eyidence which has been given is that it is a very 
easy matter once you have chlorine to make mustard 
gas. I do not think that was the experience of 
the British government during the War. I was 
rather young then and was not in contact with 
such matters, but I myself believe that if I were 
^ven the raw materials for making mustard gas I 
should, with my twenty years’ experience of all 
kinds of chemical manufacture, have an extrenielv 
difficult job. 

3122. Dame Rachel Crowdy : The alternative method 
that you just mentioned, speaking as an ex-chemist, 
would be a very great waste of time and a very 
great waste of money, would it not? There woulil 
have to be very extraordinary circumstances if any- 
one bothered to apply your common salt method? 

Mr. Robinson: I think not; because in 

Johannesburg — I know something about the gold- 
mining industry; I lived there— all the gold must 
be refined and separated from silver ; you need 
chlorine for that, and you need several tons a 
year. A few hundred tons of chlorine, as has been 
said in this room, would go a very long way in the 
manufacture of mustard gas. They have made several 
hundreds of tons of chlorine by that method, 
and they find it economical and they find it cheaper 
for industrial purposes to make it that way than 
to cart chlorine from this country and to carry it 
up country about 400 miles. It is an economical 
method ; otherwise the gold-mining industry in South 
Africa would not employ it. I suggest that is an 
answer to your question. 

Dame Rachel Crowdy : It is an answer to 
some extent, certainly. 

.3123. Chairman : You do not want very much, 1 
suppose ; ^ if you want to make mustard gas it does 
not require very much chlorine in order to kill two 
or three hundred people. 

Mr. Robinson: That has been stated at 

some length in the expert evidence given by the 
Union of Democratic Control. I think there 'is an 
estimate made there that a film of mustard gas 
over a certain area could quite possibly kill liiindred.s 
of thousands of people. This requires very few tons 
of mustard gas, and a still smaller quantity of 
chlorine. 


3124. Professor Gutteridge: You export T.N.T., do 
you not? 

Sir Harry McGowan: Yes. 

3125. Professor Gutteridge : What would be the 

effect on requirements, with all your experience, if 
the exports of T.N.T. were licensed? 

Mr. Laing: They are ju.st now — military 

material. 
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3126. Professor Gutteridge : Have you found that 
that hampers your trade in T.N.T.? 

Mr. Laing : No. We do not object to 

licensing. I do not think we would say that it 
hampers us; we believe in it. 

3127. Professor Gutteridge : It has been suggested 
that when you receive orders for these things you 
should have to obtain permission before you accept 
the orders. Would you object to that? 

Mr. Laing : No. 

3128. Professor Gutteridge : You do not accept the 
order until you know whether the government will 
let you export? 

Mr. Laing : That is so. 

3129. Professor Gutteridge : Another suggestion has 
been made — I expect you are familiar with it — and 
that is this ; that all orders received for ammunition 
from abroad should be made public. What would 
the effect of that be on your business? Supposing 
you got an order for T.N.T. for “ Ruritania ” ? 

Sir Harry McGowan: It think it would be a 
little unfair to us; we would he disclosing to com- 
petitors in our business what we were doing; and I 
think it would be unfair to the purchaser too. 

3130. Professor Gutteridge: When you say “unfair 
to the purchaser ” you mean that it would enable 
other people to know what he is doing — is that what 
you mean? 

Sir IlaiTy McGowan: Yes. 

3131. Professor Gutteridge : As a matter of fact, I 
think it was our chairman who made this suggestion 
—that the remedy in this case may he worse than 
the evil; that if you let A know what B is buying, 
that will encourage A to go and buy more. 

Sir Harry McGowan: Yes. 

3132. Professor Gutteridge : We have had a number 
of proposals put before us : one was that all munitions 
exported from this country should be purchased 
through a government agency or board — that is to 
say, instead of going direct to the ]iroducer in Great 
Britain the foreign importer should have first to go 
through a board, and he would have for that pur- 
pose to iiut his orders through that hoard. Have 
you considered that question ? 

Sir Harry McGowan: I see no advantage in 
that at all. 

3133. Professor Gutteridge : You do not think that 
any benefit would result from it? 

Sir Harry McGowan: No. What would the 
board do ? 

3134. Professor Gutteridge: You must not ask me 
questions; but, of course, what is suggested is that 
the hoard would act as a kind of filter and prevent 
certain things which are complained of. 

Sir Harry McGowan: We think that can be 
done effectively now by the form of licensing. 

3135. Professor Gutteridge : In fact you are m 

favour of the svstem of licensing, and possibly a 
stiffening up a bit. What is your procedure when 
you ship ammunition abroad; you first of all get 
your licence? 

Mr. Hawkins : Yes. 

3136. Professor Gutteridge : I do not want to trouble 
about the actual getting of the licence ; but when 
you have it, is there anyone here w'ho can tell me 
what the office does with it — I think it is importaiR. 

Mr. Hawkins: The licence is handed to the 
customs officer when the shipment is made. 

3137. Professor Gutteridge : That is not quite what 
1 wanted to know. You first of all pack your gooes. 

Mr. Hawkins : Yes. 

3138. Professor Gutteridge : Do you put anything on 
them which shows what they are? 

Mr. Hawkins ; Yes. We are hound by the 
Explosives Act to state what the contents are, and 
also the shipping marks. 

3139. Professor Gutteridge : You are in rather a 
special position as regards that matter — you have to 
label the goods? 

Mr. Hawkins : Yes. 

3140. Professor Gutteridge : Otherwise you are liable 
to a very heavy fine? 

Mr. Hawkins : Yes. 


3141. Professor Gutteridge: So that it would be very 
difficult in your case to evade it; you would run a 
very big risk in endeavouring to evade it? 

Sir Harry McGowan : Impossible. 

3142. Professor Gutteridge : Therefore, possibly in 
your case the licensing regulations are more effective 
than they' might he in the case of machine guns, 
which can be packed up as pianos or (perambulators? 

Sir Harry McGowan : Yes. 

Mr. Mitchell: All these goods have to 

pass through various hands — shipping hands, cus- 
tom.s, and other people. Every one of those indi- 
viduals requires to see the licence and requires to 
see that the package is properly marked in accord- 
ance with the Explosives Act, and the ship will not 
take the stuff unless the stuff itself is properly 
marked and licensed. 

3143. Professor Gutteridge: I know from my own 
experience during the War that when shipping ex- 
plosives you took every possible precaution to see 
that every possible requirement was observed. 

Mr. Mitchell: One is compelled to. 

3144. Professor Gutteridge : I think we have covered 
the ground pretty thoroughly. Is there anything 
else that you would like to say ? 

Sir Harry McGowan: I think not. We have 
covered the ground, I think, very exhaustively, and 
I hope we have given you all the information you 

wanted. , i j 

Professor Gutteridge: I think you have helped 
me, as far as I am concerned. 

Chairman: Yes. I think we may fairly say 
you have given us all the information we have asked 
for, and I think that is all. 

3145. Sir Philip Gihhs: I understood from you 
definitely yesterday that you do not make poison gas 
at all. Did I also understand that you have no 
research into poison gas? 

Mr. Bogers : Y’'es, that is so. 

3146. Sir Philip Gihhs: Have you no research 
laboratory engaged in investigating the latest poison 
gases ? 

Mr. Bogers: No. 

3147. Sir Phillip Gihhs : And therefore you are ijot 
dealing at all at the moment with any deterrents 
against poison gas? 

Mr. Bogers : No, I rather think we are not. 
I am not quite certain of that. For instance, if we 
are asked about an antidote or a corrective to 
mustard gas we should say bleaching powder. If 
the government asked us to do anj'thing about 
bleaching powder for such a purpose we would do 
it; but I am not aware of anything of any im- 
portance that we are doing at the moment even 
in that direction. 

3148. Sir Philip Gihhs: Are you aware at all of 
foreign poison gases? 

Mr. Bogers : I personaly have no know- 

ledge. We know practically nothing about poison 
gases; we are not interested. 

3149. Sir Philip Gihhs : Can you tell me definitely 
that your research department is not interested in 
that? 

Mr. Bogers : Yes. 

3150. Dame Bachel Crowdy : What would be the 
effect on the I.O.I. as you see it if the export 
of lethal substances and lethal weapons were 
abolished altogether? 

Sir Harry McGowan: In the form of raw 
materials ? 

31.51. Dome Bachel Crowdy: Yes; and lethal sub- 
stances and weapons. 

Sir Harry McGowan: I can only repeat what I 
said a few minutes ago— I think it is a question of 
calculation, and I cannot answer off-hand. 

3152. Dame Bachel Crowdy : Would you be able to 
work out something like that? 

Sir Harry McGowan: 1 think we could. 

3153. Dame Bachel Crowdy : When I speak of lethal 
weapons I am thinking of things which I must nol 
pronounce — baby bombers, and so on. AVould yoi 
let the Commission have something of that kind? 
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Sir Harry McGowan : Yes.* 

3154. Dame liachcl Growdy. A propos of the ques- 
tion raised both by Professor Gutteridge and Sir 
Thomas Allen, I gather jmu have decided that you 
would be against any international disclosure of 
licences ? 

Sir Harry McGowan: Yes. 

3155. Dame Rachel Growdy : Do not you think there 
might be a good deal of value in having the power 
of comparison P 

Sir Harry McGowan : I am afraid not. 

3156. Dame Rachel Growdy : I know that you per- 
sonally dislike it when there is any comparison made 
between the arms traffic and the drugs traffic, but, 
of course, both have a legal use and both have 
unfortunately been used illegally, so that there is 
some comparison. I remember in Geneva, when we 
finally got an international agreement that an inter- 
national licensing system should he established and 
that importers’ certificates should be disclosed, the 
amounts they covered were different. The very 
first case I remember was the case of the export of 
a particularly dangerous drug which we were trying 
to control, where country x said they had exported 
1.100 kilos, to country i/; country y in its turn said 
that it had imported only one kilo. I think you would 
get exactly the same thing arising if you could have 
a comparison of the export and import of arms. 

Sir Harry McGowan: With all deference, I 
doubt it. I think it might produce a greater de- 
mand for military compounds on the part of those 
countries seeing that every possible potential 
aggressors were laying in greater stocks than they 
were. 

31-57. Dame Rachel Growdy : It is a case of Japan 
getting too much and China must have more? 

Sir Harry McGowan : Yes. 

3158. Dame Rachel Growdy: It was brought out 
yesterday that the plant and raw materials of your 
enterprise would be immediately available in the 
event of war. 

Sir Harry McGowan : Yes. 

3159. Dame Rachel Growdy: If that is the case, can 
the loss of something which is well under 2 per cent, 
of your trade, the military side, be quite as im- 
portant as is implied to the country, if 98 per cent, 
of your whole output is available for expansion in 
war-time. 


* See Appendix 2, p. 506. 


Sir Harry McGo wan : I think I made our 
position clear when I said that the question of the 
profit we make on our present production of war- 
like supplies does not give us any concern at all. 
It is a question of keeping the personnel trained in 
our factories equipped to take care of an emergency 
when it does come. 

3160. Dame Rachel Growdy: The point you made 
yesterday was that your ordinary commercial plant 
your chemicals being what they are — your ordinary 
commercial power and your ordinary commercial raw 
materials were very easily and would be very easily 
in as efficient an organisation as yours, convertible 
to war use. 

Sir Harry McGowan: To a very large extent. 

3161. Dame Rachel Growdy : Is- the under 2 per 
cent, quite as important to the country as you think 
it is, if the other 98 per cent, can be easily con- 
verted ? 

Mr. Rogers : May I deal with that aspect 
of it? Let us assume — as it is the fact — that we 
employ in the manufacture of explosives and muni- 
tions (say) a number of people, a figure of the order 
of 700. In a very short time that would be diluted 
to perhaps 7,000, going right through. It is therein 
that the importance of keeping military business in 
being exists. 

3162. Dame Rachel Growdy: Specifically trained man 
powei- ? 

Mr. Rogers : Yes — a nucleus from which to 
dilute. If we had no business of that kind the multi- 
plication of 0 by 7,000 would not mean anything. 

3163. Ghairman: In order to avoid any misunder- 
standing about this publication of orders, I can 
quite understand the objection to the publication of 
orders or licences so long as one country is acting 
unilaterally, but assuming the time comes (which 
one trusts it may) when there is an agreement about 
limitation of armaments, — directly that is agreed, 
then publication of orders becomes very important 
and very necessary? 

Sir Harry McGowan : 1 agree. 

-3164. Ghairman: As a check? 

Sir Harry McGowan : 1 agree. 

3165. Ghairman : That is all. We arc much obliged 
to you. 1 would like to say that I think you have 
given us all the information that wo can reasonably 
require, and have given it in full. 

Sir Harry McGowan : Thank you so much, and 
thank you for your courtesy. 


(The witnesses withdrew.) 


Mr. H. A. Eelncke, chairman and managing-director, and Mr. D. M. Cameron, secretary, Messrs. 
A\illiam Beardmore & Co., Ltd., called and examined. 


3166. Ghairman: Are you representing Messrs. 

AVilliam Beardmore & Co., Ltd.? 

Mr. Reincke : That is so. 

3167. Ghairman: What is your name, please? 

Mr. Reincke : Reincke. 

3168. Ghairman : Are you chairman of the voting 
control committee of William Beardmore & Co., Ltd., 
and chairman and managing director of the company 
since 1930? 

Mr. Reincke : That is right. 

3169. Ghairman: I understand that you are yourself 
the British-born son of a naturalised British father 
of German origin and of a British-born mother, and 
that two of your brothers served as officers in the 
British Army during the War? 

Mr. Reincke : That is quite true. 

3170. Ghairman: You have submitted a detailed 

statement in answer to our questionnaire, and our 
que.stionnaire was in this case, the same as was 
addressed to Messrs. Vickers and to the I.C.I.t If 
it is convenient to you I would wi.sh that your state- 
ment should be read. 


t See Minutes of Evidence, L5th Day, Appendix 2. 


The following letter and enclosure were read: — 

William Beardmore & Co., Limited. 

Parkhead Steel Works, Glasgow. 

London Office, 

36, Victoria Street, iS.TV.l. 

26th September, 1935. 

Edward Twentyman, Esq., 

8, Buckingham Gate, 

London, S.W.l. 

Sir, 

Referring to the letter which you addressed to me 
on the 24th April, I now have pleasure in sending 
you the information required in reply to your nine 
questions. 

You will remember that when I called upon you 
on the 16th July I explained to you that certain 
establishments belonging to the Company have been 
closed down during the last five years, which, prior 
to their closing, were engaged upon the manufac- 
ture of “Arms and Munitions of War.” 
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I was referring, as I explained, to the Shipyard 
and Marine Engineering Works at Dalmiiir, where 
warships had previously been built. 

The shipyard having been sold, and the building 
of marine engines having been abandoned, I have 
felt that to include figures relating to Dalmuir in 
those which are being supplied in reply to your 
questionnaire would not help the Royal Commission 
in arriving at its conclusions, but would, indeed, 
obscure the picture with regard to the Parkhead 
Steel Works, that being the only establishment 
belonging to the Company which would come into 
question in the event of the establishment of a 
State monopoly. 

If, nevertheless, the Royal Commission should 
desire to have particulars concerning the Dalmuir 
establishments, I shall be glad to know their wishes 
and to meet them to the best of my ability. 

The particulars now furnished in reply to your 
questions apply only to the Parkhead Steel Works. 

The answers to Questions 1 and 2 are set out in 
enclosure No. 1. 

The estimated replacement value of plant which 
would be rendered redundant in the event of the 
establishment of a State monopoly is as follows ; — 

£ 

Plant employed only on arma- 
ment work ... ... ... 1,120,000 

Plant necessitated by armament 
work but also employed on 
commercial work... ... ... 1,150,000 


Totally redundant ... ... 2,270,000 

Enclosure No. 2 contains the information required 
in reply to Question No. 4. The published results, 
of course, include Dalmuir and other figures, hut 
the proportion attributable to armament work at 
Parkhead is shown separately. 

Enclosure No. 3 contains the reply to Question 
No. 5, regarding the number of men employed on 
armament work. 

Question No. 6 will be dealt with at a later stage 
in this letter. 

Enclosure No. 4* sots out the various agreements 
and arrangements between the Company and other 
companies engaged upon armament work. 

In reply to Question No. 8, I enclose (Enclosure 
No. 6*) a list of the Company’s holdings in other 
companies. 

Short of sending you a copy of the register of 
shareholders, which I shall, of course, be glad to 
make available to you should you so desire, I find 
it difficult to answer your further question regarding 
holdings of the Company’s capital by other firms. 

No armament firm has any holding enabling it 
or entitling it to exercise any influence on the 
Company’s policy, or to exercise any rights beyond 
those of any other shareholder. You will, no doubt, 
tell me so if in thus answering your question I have 
not correctly interpreted it. 

In answer to Question No. 9, you will have 
gathered from my answer to Question No. 2 that 
H.M. Government is practically our only customer 
for armaments. In these circumstances, we have no 
special organisation for advertising these products 
or for soliciting orders in other quarters, although, 
of course, our ordinary trade advertisements con- 
tain references to the fact that armour, ordnance, 
etc., are manufactured at Parkhead. 

As will be gathered from these answers to your 
questions, a considerable amount of work has been 
involved in preparing the information required. 
The questions have not presented a real difficulty 
excepting in the case of Question No. 6, in which 
you ask : “ What would be the effect of a State 
monopoly on the firm’s capacity for production of 
arms and munitions of war on the outbreak of 
warp ” 

* * * * 

[Passage in reply to Question 6 not printed.'] 

* Not printed. 


In conclusion, I should mention that the sub- 
sidiary companies of William Beardmore & Com- 
pany are enumerated in the answer to Question 
No. 8. Not one of these companies is an armaments 
firm in any sensd of the word, although one or the 
other amongst them may execute occasional orders 
for material used in the manufacture of munitions 
or in warship construction. 

The only instance of this, of which I have definite 
knowledge, is afforded by the firm of John Broad- 
foot & Co., Limited, who supply brass castings to 
shipbuilders, including warship builders. I have 
assumed that for the purpose of your inquiries you 
would wish companies to be ignored which are only 
so remotely and intermittently engaged upon muni- 
tions work of an indirect nature. 

With reference to the two concluding paragraphs 
of your letter, I will gladly furnish you to the best 
of my ability with replies to any further questions 
which the Royal Commission may wish to address 
to me. 

I am. Sir, 

Your obedient Servant, 

(Sgd.) H. A. Rbinckb, 

Chairman. 


Enclosure No. 1. 

Total turnover for each of the five years ended 
3Ist December, 1934, showing proportion attributable 
to production of munitions of war : ■ — 

Total Proportion attributable 

Year. turnover to munitions. 


£ Per cent. £ Per cent. 

643,167 100 112,047 17 

417,667 100 131,985 32 

265,853 100 89,366 34 

442,198 100 280,954 64 

542,646 100 216,490 40 

Proportion of turnover in each of the five years 
ended 31st December, 1934, attributable to ; 

(a) United Kingdom : 

(b) British Empire : and 


1930 

1931 

1932 

1933 

1934 


Year. 

United Kingdom. 

British En 

ipire. 


£ 

Per cent. 

£ 

Per cent. 

1930 

102,642 

16 

6.890 

1 

1931 

131,985 

32 

Nil 

— 

1932 

85,166 

32 

Nil 

— 

1933 

280,964 

64 

NU 

— 

1934 

216,340 

40 

Nil 


Year. 

Foreign. 

Total 



£ 

Per cent. 

£ 

Per cent. 

1930 

t2,616 

— 

112,047 

17 

1931 

Nil 

— 

131,985 

32 

1932 

+4,200 

2 

89,366 

34 

1933 

Nil 

— 

280,954 

64 

1934 

tl60 


216,490 

40 


t Material for Boiler Equipment. 


Enclosure No. 2. 

Declared results for whole Company after pro- 
viding for interest on Loans and Debenture Stock, 
losses in Departments closed down, etc., but with 
no provision for depreciation (all as per published 
accounts of the Company, prints of which for each 
of the five years to 31st December, 1934, are 


attached*) : — 

qg 30 Loss £250, 0o4 

qggq ... Loss £159,508 

1932 ... . ■ ... ■■■ Loss £177,501 

1933 ... ... ... ... Loss £164,024 

1934 ... ... ... ••• Loss £ 64,810 

Estimate of "the proportion of the above results 

attributable to the production of arms and munitions 

* Not printed. 
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of war, being the proportion of trading results 
of Parkhead Steel Works excluding any of the 
following items : 

1. Interest on Loans and Debenture Stock; 

2. Losses on Departments closed down; 

3. Losses on Subsidiary Companies; 

4. Income received from Property and Invest- 
ments ; 


but with no provision for depreciation of buildings 
and plant : — 


1930 

1931 
1933 

1933 

1934 


Loss £12, 
Loss £ 5,89i 
Loss £H,S27 
Profit £47,904 
Profit £52,333 


Enclosure No. 3. 

Average number of employees at Parkhead Steel 
Works for each of the five years ended 31st 
December, 1934, and estimated proportion emrployed 
on production of munitions of war : — 


Year. 

Total number 
of employees 

Number engaged on 
munitions of war 

1930 

1,081 

433 

1931 

1,018 

434 

1932 

792 

314 

1933 

1,034 

495 

1934 

1,206 

592 


3171. Chairman : You state that your only customer 
is the government. 

Mr. Beincke : For armaments. 

3172. Chairman: You do make other materials? 
Mr. Beincke : Yes. 

31/3. Chairman: That accounts for the last answer, 
in which you state, for instance, in the last year you 
had 1,206 employees, 592 engaged on armament work. 
On what kind of work were the rest of the people 
engaged ? 

Mr. Beincke : Heavy forgings, castings, rail- 
way material and so on — all steelwork. 

31/4. Chairman: You have dealt with your agree- 
ments in the same way as the other firms have dealt 
with theirs, and you have put them into a schedule 
which you ask may be treated as confidential. 

Mr. Beincke : That is so. 

3175. Chairman: With one exception all the agree- 
ments that you refer to in that schedule are agree- 
ments made with British firms under this rational- 
ising system; is not that so? 

Mr. Beincke : That is so. 

3176. Chairman : They have all been mentioned. I 
do not know whether you have seen Vickers' 
evidence ? 

Mr. Beincke : Yes. 

31/7. Chairman: I mentioned them in the questions 
I put to Sir Herbert Lawrence. These are the same 
agreements, are they? 

Mr. Beincke : Exactly. 

3178. Chairman: There are only two additions about 
which I want to ask a question. One of these 
rationalising agreements appears to have a foreign 
branch; it is under the Forgemasters’ Convention, 
which is one of the British rationalising agreements. 
You say there is a continental group. The English 
branch of the Convention is described as follows : — 

Limits imports of forgings over two tons in 
weight to agreed quotas for shipbuilding and 
general requirements : also limits exports of similar 
forgings to neutral continental countries in an 
agreed quota. Excludes all forgings for British 
Admiralty work.” 

Do these particulars cover the continental branch as 
well as the English branch? 

Mr. Beincke ; Yes. 

3179. Chairman: It is merely that a certain number 
of foreign firms have come into this Forgemasters' 
Convention ? 

Mr. Beincke : For the purpose of regulating 
matters pertaining to the foreign forgemasters as 
well as to ourselves. 

3180. Chairman: It has the same object; it is for 
regulating prices? 

Mr. Beincke : Yes, for quoting. 

3181.. Chairman: And really for eliminating com- 
petitive tendering, to a certain extent? 

Mr. Beincke : It assists in making the protec- 
tive system effective. 

3182. Chairman: We have already been told, I think 
that the three English firms, the English Steel Cor- 
poration, and Firths and Brown’s, and Beardmore’s, 
are now all in agreement with regard to the manufac- 
ture of armour plate. 


Mr. Beincke : Yes. 

3183. Chairman : There is no competitive tendering 
about that any longer. Are you prepared to allow 
the government the fullest possible opportunity of 
checking the prices? 

Mr. Beincke : Absolutely. And they take 

advantage of it too; they do it constantly. 

3184. Chairman : What in fact do they do ? Have 
you a system of costings? 

J/?'. Beincke : Yes. 

3185. Chairman : And they come and examine them 

do they? ’ 

Mr. Beincke : Y’es. 

3186. Chairman : By skilled accountants ? 

Mr. Beincke : Yes. 

3187 . Chairman : And you put no obstacle in their 
way in checking ? 

Mr. Beincke : Absolutely none. 

3188. Chairman : The prices are agreed after their 
representative has come and checked your figures? 

Mr. Beincke : Yes. 

3189. Sir Kenneth Lee : Is there an agreed amount 
for overheads to start with in the price arrange- 
ment ? 

Mr. Beincke: That is awfully difficult to 

answer, because in so far as the price has to be 
agreed, of course the constituent parts of the price 
are agreed. 

3190. Sir Kenneth Lee : Yes, but does each of the 
three manufacturers get the same basis? 

Mr . Beincke : The answer is yes, definitely. 

3191. Sir Kenneth Lee : Is that a percentage on the 
total cost? 

Mr. Cameron: There is no agreed figure for 
the percentage of on-cost. It is made up. It may be 
agreed by them. 

3192. Sir Kenneth Lee : So you are not sure that 
they allow you the same as the English Steel 
Corporation ? 

Mr. Beincke: We cannot answer as to what 
may be the composition of the final price with regard 
to the other firms. The Admiralty have access to 
the details of other firms which we have not. 

3193. Sir Kenneth Lee : I understand there is no 
competition ? 

Mr. Beincke : There is no competition. 

3194. Sir Kenneth Lee: The prices are all the same? 
Mr. Beincke : Yes. 

3195. Sir Kenneth Lee : And they examine the cost? 
Mr. Beincke : Yes. 

3196. Sir Kenneth Lee : I am not quite clear how 
this is arrived at. 

Mr. Beincke : I am not an expert accountant. 
All I know is that expert accountants from the 
Admiralty come down and spend days on our books 
and the result is that the make-up of the price is 
formulated by the Admiralty, and when they have 
that the Admiralty fix the price in consultation with 
us. 

3197. Sir Kenneth Lee : You get the order and the 
price is fixed later; is that it? 

Mr. Beincke: Very often that is the case in 
practice. 

3198. Sir Kenneth Lee : The price is settled after 
inspection of the books? 
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Mr. Feinclce : It may be so. The Admiralty 
may be content for a price to be put in with their 
knowledge, but the Admiralty absolutely have rbe 
right, and they exercise it, to come and examine 
our books when they want to do so. 

3199. Chairman: May I ask a question about that? 

I do not quite understand it. Supposing the 
Admiralty want something that you manufacture, 
and that is also manufactured by the other two 
firms who are concerned in this particular business, 
do they ask each one of you for a price before they 
begin ? 

ill?’. Beincke : They may. 

3200. Chairman: How is it started? 

Mr. Beincke : It depends on the circumstances 
and what it is. 

3201. Chairman: Did Woolwich make this particular 
class of armament work that you have undertaken? 

Mr. Beincke : Some of it. They do not make 
armour plate. 

3202. Chairman : Do you ever come into competition 
with Woolwich ? 

Mr. Beincke : I should say yes. 

3203. Chairman : We have been told that the way in 
which the director of contracts deals with Woolwich 
and the jirivate firms is this. He may have a 
certain amount of work to distribute, he distributes 
some to Woolwich to keep them going, and some to 
private firms to keep them going, and then there is 
a margin .which he puts up to competition. Have 
you ever been in comiietition with Woolwich for an 
order ? 

Mr. Beincke : In this sense : if our (prices are 
too high, compared with the prices at which Wool- 
wich make a particular thing, presumably we would 
not get the order. 

3204. Chairman : But have there been any cases in 
which you have been tendering against Woolwich 
and you have obtained orders because your price was 
lower than that of Woolwich? 

Mr. Beincke : Not that I know. I w’ould not 
kno,w if that circumstance arose, I think. 

3205. Chairman : You would not know whether you 
were in fact in competition with Woolwich? 

Mr. Beincke : No. I might ivell be in com- 
petition without knowing it. 

3206. Sir Philip Gibbs : Has the government any 
effective control over the prices? Although they see 
your costings and so on, have they not to accept 
the price based on those costings because they have 
no control at all over the cost of the material? 

Mr. Beincke : Of course, if they cannot control 
the price of the material they cannot control the 
price; nor can we. AVe would put the price of the 
material at what it was. 

3207. Sir Philip Gibbs : Therefore, the government is 
actually in the hands of what might be called the 
steel ring? 

Mr. Beincke: Oh, no. I have not said any- 
thing which implies that. 

3208. Sir Philip Gibbs : I do not see how the govern- 
ment could act. Supposing, for instance, they 
thought these things ■(vere getting rather expensive, 
I do not see how they could avoid that expense. 

Chairman : They could buy from abroad, I 

suppose ? 

Mr. Beincke : I cannot see the government 
buying armaments abroad . 

3209. Chairman : No, but Sir Philip was speaking 
about the components of armaments, the raw 
materials. 


Mr. Beincke : We cannot control the price of 
raw materials any more than the government can. 

3210. Sir Philip Gibbs: Therefore, the actual fact 
is that although they know all about the costings 
and so on and the overhead charges, they cannot 
lower prices. 

Mr. Beincke : The point is, they control the 
price which we can charge them. 

Sir Philip Gibbs : Not as far as material enters 
into it. 

3211. Chairman : Both you and the government start 
with the price at which you can get the raw 
material? 

Mr. Beincke : Yes. 

3212. Chairman : And then they correlate the price 
which you are charging for your work and your 
raw materials. 

Mr. Beincke : My difficulty in answering you. 
Sir Philip, is this — that the answer is so obvious that 
I must imagine there is something at the back of your 
mind that I have not seen. 

Sir Philip Gibbs : There is nothing sinister at 
the back of my mind. 

3213. Professor Gutteridge : I think your company 
is controlled by the Law Debenture Corporation, is 
it not? 

Mr. Beincke : No, the Law Debenture Cor- 
poration are the trustees for the debenture holders. 

3214. Professor Gutteridge : It has been suggested — I 
do not know why it should be — that there is some- 
thing sinister in that. Perhaps you would explain 
how it came about? 

Mr. Beincke: There is always something 

sinister about armaments firms. 

3215. Professor Gutteridge : Perhaps you would ex- 
plain how this particular incident arose? 

Mr. Beincke: AYhy is it sinister? 

•3216. Professor Gutteridge: 1 am not saying it is 
sinister. I am saying that some people seem to think 
it is. That is why I was asking you whether you 
would explain it. 

Mr. Beincke : The company was practically 

bankrupt in 1928 and on the reconstruction new 
money was made available to the company on certain 
conditions, and the properties of the company were 
mortgaged, of course, to the debenture holders, and 
the Law Debenture Corporation were appointed as 
trustees. That is all. 

3217. Professor Gutteridge: Would you be prepared 
to give us any particulars confidentially? 

Mr. Beincke : About the trust deeds, certainly. 

3218. Professor Gutteridge : Perhaps you would not 
be prepared to give them in public? 

Mr. Beincke: I have not the document here. 
Mr. Cameron: The trust deeds are available 
to the public. 

3219. Professor Gutteridge : They can be seen at 
vSomerset House? 

Mr. Cameron: Yes. 

3220. Professor Gutteridge: There is no mystery 
about it at all? 

Mr. Beincke : No mystery at all. 

3221. Professor Gutteridge: Then I may take it that 
when one sees these pictures of armament manufac- 
turers creeping about with moneybags in their hands, 
it does not apply to you ! 

il/r. Beincke: I should be very pleased to have 
the photographer there when I had the moneybags. 

3222. Professor Gutteridge: You have been carrying 
on business at a very hea'V'y loss for some years? 

BIr. Beincke: Yes. 

Chairman: We are very much obliged to you. 


(The witnesses withdrew.) 


Major A. B. H. Clekkb, C.B.E., managing director, 

3223. Chairman: I think. Major Clerke, you are 
here representing Messrs. Hadfields, Ltd. ? 

TSlajor Clerke : I am. Sir. 

3224. Chairman: It is usual to give some informa- 
tion with reference to the position of the person who 


Messrs. Hadfields, Limited, called and examined. 

represents the company. I have here particulars 
concerning yourself. You are a C.B.E., late R.E.A. 
You were educated at the Royal Military Academy, 
Woolwich. You were assistant inspector of steel, 
1899; instructor, Ordnance College, 1904; chief 
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instructor, 1906; commanded 19th Battery, R.F.A., 
India, 1907 ; inspector. Royal Arsenal, 1908. That 
would be Woolwich, would it not? 

Major Gierke : Yes. 

3225. Chairman : Retired 1911, and director, Messrs. 
Hadfields, 1913. On the formation of the Ministry 
of Munitions in 1915, at which time you were 
director in charge of munitions work at Messrs. 
Hadfields, you returned to Woolwich as a volunteer 
for a month to organise the department of muni- 
tions inspection. At the end of that time you estab- 
lished them in headquarters at Sheffield, where you 
were able to supervise them generally until they 
were firmly established. Y'ou provided them with a 
model inspection bond in your works, w'hich also 
served as a training school for examiners. That is 
an instance of where a private firm assisted the 
Ministry of Munitions. That is an example? 

Major Gierke : Tliat was the idea. 

3226. Ghairman : You have followed the same course 
as the other firms have done, you have answered our 
questionnaire and you have inserted a private 
schedule w'hich includes your answ^er to Question 6, 
and also makes the same claim with regard to certain 
documents. I had better deal with the documents 
straightaway before we read the answers. They are 
in substance, are they not, a list of the agreements 
which have been entered into by British firms under 
this rationalising agreement? 

Major Gierke : Y'es, Sir. 

3227. Ghairman: The Forgemasters Convention. 

There is a continental group. I asked the last 
witness about that. With that exception they are 
all agreements, are they not, between British firms ? 
I think I am right in saying that? 

Major Gierke : Yes, I think it is right. There 
is the Nickel Syndicate. 

3228. Ghairman: We know all about that. With 
that exception they are merely these rationalising 
agreements between British firms? 

Major Gierke : Yes, broadly. Some were in 
existence before that. T^ey are all on the same 
lines. 

3229. Ghairman : With regard to your statement, 
would you like to read it yourself or have it read for 
you ? 

Major Gierke : May I trespass on the kindness 
of the secretary? 

The following letter was read : — 

East Hecla Works, 

Sheffield. 

16th October, 1935. 

Edward Twentyman, Esq., 

Secretary, Royal Commission on the 

Private Manufacture of and 

Trading in Arms, 

8, Budkingham Gate, London, S.W.l. 

Dead, Sib, 

1. In furnishing the information called for by your 
letter of 24th April, it may be appropriate to begin 
by setting out briefly the history of this Company, 
more particularly in relation to the manufacture and 
supply of arms and munitions of war. 

2. Hadfields, Ltd., was originally founded in 1869 
by Mr. Robert Hadfield under the title of Hadfields 
Steel Foundry. Mr. Hadfield died in 1888 at which 
time the concern was in process of conversion into a 
limited liability Company and was registered as such 
in 1888 under the title of Hadfields Steel Foundry 
Company, Ltd. The title was changed to Hadfields, 
Ltd., in 1913. 

3. Their interest in the subject matter of your 
letter may be said to have commenced in 1880 .when 
the “ Committee on Plates and Projectiles ” were 


engaged upon a series of experiments in the attack 
of the newly invented steel-faced armour against 
which the chilled iron Palliser shot previously in use 
were proving ineffective. 

4. At that time the firm was engaged upon the 
manufacture of steel castings generally, and Mr 
Hadfield conceived the idea of utilising for the above- 
mentioned purpose a shell made of a special cast 
steel. In due course he was offered a practical trial 
and although these first samples did not solve the 
immediate problem, they formed the beginning of an 
association which has continued ever since. 

5. The era .was one of new ideas and development 

of artillery material, and the use of cast steel for 
projectiles of all types offered to his progressive 
enterprise a welcome scope for research and experi- 
ment. As a result, satisfactory types of cast steel 
shell were evolved for general use in British Naval 
and Coast Defence Services and were manufactured 
and supplied by the firm in regular and increasing 
quantities. “ 

6. In the meantime constant research and experi- 
ment were proceeding on the major problem of the 
armour-piercing shell which remains to-day one of 
the most exacting and difficult metallurgical feats, 
and it was not until 1888 that the knowledge and 
experience gained .were such as to enable a contract 
for the supply of 1,200 6-in. armour-piercing shell 
to be undertaken by the Company. These shell met 
the difficult requirements of proof, and from that 
time onwards progress was continuous. 

7. During the next twenty years, by the same 
process of research and experiment, they built up a 
technical organisation which placed them in a pre- 
dominant position in this specialised line of work, 
as evidenced by the fact that for seven years prior 
to the War they supplied about 50 per cent, of the 
total Government requirements of this nature. The 
value of this organisation to the country during the 
War may be estimated from the record of our war 
productions which is given in our reply to Question 6 
of your letter. 

8. During this time they manufactured other types 
of shell .with a view to finding continuous employ- 
ment of their ordnance department which repre- 
sented about 18 per cent, of their total trade, the 
balance being purely commercial products, and in 
1904 they introduced a type of cast steel armour 
which was adopted by the Admiralty for various 
structures in their current warship designs. 

9. Their predominant interest in munition work, 
however, has always been the manufacture of armour- 
piercing shell, a subject demanding the highest 
degree of metallurgical skill and technique, and in 
which they have been able to introduce from time to 
time important improvements to which can fairly be 
attributed the present high standard of efficiency 
in this respect which the British Service can now 
command. 

10. The detailed information for which you ask is 
set out herein, or in some cases in schedules attached 
hereto, against the various items in question. It will 
be appreciated that these records include matter of 
a highly confidential nature, and we must ask that 
the information given in our replies in respect of 
items 7 and 8 shall not be published. We submit 
further that it would not be in the public interest 
to publish certain portions of the other information 
given. 

11. The subsidiary Companies under our control are 
included in Schedule “B ” * attached hereto. As 
none of these has produced any arms or munitions 
of war during the period under review, there are 
no figures to submit in. respect of them. 

12. To facilitate reference, we set out hereafter 
each item of your enquiry with the information 
desired appended thereto. 


* Not printed. 
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Hgjn, I. The proportion of the total turnover in 

each of the last five years attributable to the 
production of arms and munitions of war. 

The proportion required is given below as a per- 
centage, computed upon invoiced values during the 
periods in question. 

Ypnr Per cent. 

?930 12-70 


1931 

1932 

1933 

1934 


17-76 

19-59 

17-46 

17-65 


Item 2. — The proportion of the turnover in each of 
the last five years representing arms and muni- 
tions of war attributable to (a) United Kingdom, 
(b) British Empire, and (c) foreign. Orders. 

The proportions, computed as before, are as 
folloiws ; — 



1930. 

1931. 

1932. 

1933. 

1934. 


Per 

Per 

Per 

Per 

Per 


cent. 

cent. 

cent. 

cent. 

cent. 

United 

70-49 

87-63 

100-00 

99-82 

99-67 

Kingdom 


-16 


-18 

-36 

British 

2-85 

— 

Empire 


12-21 



-08 

Foreign 

26-66 

— 



100-00 

100-00 

100-00 

100-00 

100-00 


The foreign orders shown in the years 1930 and 
1931 are exclusively comprised of 14-in. armour 
piercing shell supplied to the Imperial Japanese Navy 
under a contract dating from 1924. 

Item 3. — The estimated value of plant employed in 
the production of arms and munitions of war 
that would be rendered redundant in the event 
of the establishment of a State monopoly. 

For this purpose we have taken the present day 
replacement value of our capital assets employed 
upon the production of arms and munitions of war 
and the proportion of that so employed in common 
with other production, these proportions being com- 
puted upon the basis of the respective annual out- 
put tonnages of the two classes of work during the 
five years under consideration- 


On this basis the value is £850,000, the details of 


which are as follows : — 

£ 

Land ... ... --- --- ... 50,000 

Buildings ... ... ... ... 224,500 

Fixed Plant and Machinery ... 507,500 

Movable Plant 35,000 

Loose Plant, Tools and Equipment 30,000 
Offices ... ... ... ... ... 3,000 


£850,000 


Item 4. — The amount of declared profits of each 
of the last five years; an estimate of the propor- 
tion thereof attributable to the production of 
arms. (To be accompanied by published accounts 
for the five years.) 

This computation is complicated by the fact that 
the period 1930 to 1934 represented an abnormal 
cycle of trade depression during which the Com- 
pany was unable to provide for any depreciation in 
their accounts, the omission to do so having been 
subsequently rectified in a Scheme of Reorganisation 
which included a writing down of assets by 
£1,020,810, of which £972,624 was attributable to 
buildings, plant and machinery. 

For this reason, in preparing an estimate of the 
proportion of profit attributable to the production 
of arms and munitions of war, it has heen considered 
equitable to charge a sum equivalent to 2J per cent, 
per annum upon the value of our buildings and 7J 
per cent, per annum upon the value of our plant 
and machinery against our- total productive cost, 
allocating a due proportion against that of arms and 
munitions of war. 

The values of plant and buildings referred to are, 
of course, book values, as distinct from replacement 
values as given in answer to item 3. 

We have also eliminated all charges for debenture 
interest, provision for income tax, and income from 
investments. On this basis the profit or loss attri- 
butable to the manufacture of arms and munitions 
of war has been estimated in consultation with our 
Auditors and is given as follows for the five years 
in question, in a form which admits of their recon- 
ciliation w'ith our published accounts, copies of 
which are enclosed as requested.* 



Profit or Loss 

Adjustments 


Resulting Profit or Loss. 



per Published 
Accounts. 

referred to 
above. 

Total. 

Arms and 
Munitions of War. 

Commercial. 

1930 

£ 

16.593 

£ 

92,108 

£ 

108,701 

£ 

10,330 

£ 

98,371 

1931 

36,206 

83,117 

119.323 

10,344 

108,979 

1932 

21,623 

107,239 

128,862 

1,667 

127,195 

1933 

32,180 

82,392 

50,212 

18,639 

bSySbl 

1934 

93,996 

111,093 

17,097 

30,471 

4:'/ 


Item 5. — The average number of employees engaged 
in each of the last five years on the production 
of arms and munitions of war and other pro- 
ducts, respectively. 

The information desired has been extracted from 
our contemporaneous records as follows : — 


Year. 

Number of Employees. 

Armaments. 

Commercial. 

Total. 

1930 

564 

3,898 

4,462 

1931 

682 

3,441 

4,023 

1932 

601 

3,187 

3,688 

1933 

667 

2,994 

3,661 

1934 

616 

3,436 

4,062 


Item 6.— The firm’s capacity for expansion for pur- 
poses of the production of arms and munitions 
of war (a) with, (b) without, the use of plant 
normally employed on other products. What 
loould be the effect of a State monopoly on the 
firm’s capacity for production of arms and 
munitions of war on the outbreah of war. 

[Reply not printed.] 

I —Particulars of any agreements with other 
firms engaged in the production of arms, stating 
the names of the parties (British and foreign) to 
such agreements. 

A list of the agreements desired, with particulars 
as regards objects and membership is appended 
hereto and marked Schedule “A”.* 


Not printed. 
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Item 8. — Details of the firm’s present holdings of 
the capital of other firms (giving names 
British and foreign), and of the holdings of the 
firm’s capital by other firms (giving names 
British and foreign). 

The details desired are given in three Schedules* 

attached hereto and headed as follows: — 

Schedule “ B ’’.—Particulars of the holdings of 
the capital of other firms by Hadfields, Ltd., as 
at 30th June, 1935- 

Schedule “ O ’’.—Details of the holdings of 
Ordinary and Preference share capital of Had- 
fields, Ltd., by other firms as at 30th June, 1935. 

Schedule “ D ’’.—Details of the holdings of 
Hadfields, Ltd., Debenture stock by other firms as 
at 30th June, 1935. 

Schedule “ B ” has been sub-divided into three 
sections, showing (1) subsidiary companies, (2) 
trading investments, and (3) holdings taken in satis- 
faction of indebtedness. 

In Schedules “ C” and “D ” we have included 
all those holdings w*hich stand in the names of 
nominees in order to ensure that all holdings by 
other firms have been included, but, with the excep- 
tion of the holding of Debenture stock by Birchin 
Lane nominees (which represents our own purchases 
of our Debenture stock in the open market), we 
have no knowledge of the real holders of any stock 
or shares held by nominees and, so far as we are 
aware, beyond the qualification shares of our own 
Directors, no shares or stock are held for any other 
purpose than that of bona fide investment. 

Item 9. Thg practice of the firm in regard to the 
advertisement of, and soliciting of orders for, 
arms and munitions of war. ’ 

Our regular advertising of arms and munitions of 
war consists of a page in Brassey’s Naval and 
Shipping Annual, and the issue of about 100 pocket 
diaries. This may be occasionally supplemented in 
special circumstances- It is not the practice of the 
firm to solicit orders of this nature, but we deal 
with enquiries as and when they are received. 

Trusting that this information will meet your 
requirements, 

I am. 

Yours faithfully, 

(Sgd.) A. B. H. Clebke, 
Managing Director, Hadfields, Ltd. 

^0. Chairman : In Schedule “ B ” you put under 
the first heading “ Subsidiary Companies.” Would 
you mind looking at that for a moment? All those 
subsidiary companies are English companies, are 
they not with the exception of a French company— 
the last but two in your list — in which you hold 30 
ordinary shares.? 

qt)Qi = Those are trading investments. 

3231. Chairman: Yes, subsidiary companies and 

trading investments. They are all English com- 
panies, are they, with the exception of that French 
company .? 

Major Clerke: Yes, that is so. One of the 
subsidiary companies, the South African, is merely 
a sales agency. It is practically a department of 
our own. 

3232. Chairman: What is the name? 

_ Major Clerke: Hadfield’s (South Africa) Pro- 
prietary. ' 

3233. Chairman: Is that in South Africa? 

Major Clerke: Yes, that is in South Africa, 
lhat was merely to conform to the local laws. 

3234. Clmirman: The other question that I want to 
ask is this. I do not want to go too deeply into it, 
but you have had experience both of private manu- 
facture and of Woolwich have you not? 

Major aerke : 1 have been in Woolwich 

Arsenal, but I have not been in the ordnance 


Not printed. 


.factories I may say I have been an observer 
Woolwich Arsenal buildings contain other departl 
ments than the ordnance buildings themselves. I 
was in the inspection department. 

3235. Chairman: We have been told that it is 

possible to compare the cost at Woolwich with the 
cost of the private manufacture of munitions. Have 
you anything to say about that, or have you not 
sufficient experience of the method at Woolwich to 
be able to give us any information? 

hlajor Clerke: Yes and no. It is 25 years 
since I was there, and no doubt things have altered 
a good bit since then. I think it is common ground 
that in the old days before the War the system of 
costings in Woolwich Arsenal was imperfect — shall 
we say or if you like to put it, rather loose. I think 
there was a certain amount of adjustment of charges 
according to the nature of the wmrk. I cannot kay 
what the system is now, but I believe it has all been 
altered and put on a more scientific basis. 

3236. Professor Gutteridge: Have the Admiralty a 
system by which they inspect the work which is in 
progress .? 

Major Clerke : Yes. 

3237. Professor Gutteridge: They have a resident 
inspector? 

Major Clerke: Oh, yes; very much so. We 
have a large -Admiralty bond in our works, which is 
their territory. 

Gutteridge: Did you call it a 

bond ” ? 

Major Clerke: Yes, like an excise bond. 

3239. Professor Gutteridge : It is like a bonded ware- 
house .? 

Major aerke: Yes, and it is their territory. 
Ihey have their own staff of examiners there and it 
IS shut off. They lock it up at night. 

Gutteridge: Therefore, the 

Admiralty would know very well what you were 
doing .? 

Major aerke : Oh, absolutely. They are 

walking around our shops all the time. 

3241. Professor Gutteridge: They know what you 
are making for foreigners? 

Major Clerke : Yes. 

3242. Professor Gutteridge : There has been a sug- 
gestion with regard to the relief base shell, that you 
have been giving away some very important informa- 
tion to foreigners. Have you anything to say about 
that? 

Major aerke : I am afraid it is a myth. 

3243. Professor Gutteridge : Is there any foundation 
for it? 

Major aerke : None at all. 

3244. Professor Gutteridge : There is an advertise- 
ment in Brassey’s Naval Annual. 

Major Clerke : Yes. 

3245. Professor Gutteridge : It says, Hadfield’s latest 
invention, the patented relief base shell, solves the 
prohlem of oblique attach on armour at m.odern battle 
ranges. 

Major aerke: There is no secret about that. 

It IS a patent, and anyone can read it. 

3246. ^ Professor Gutteridge : Your point is that it is 
public property already? 

Major Clerke: Oh, yes, there is no secret 

about it. 

3247. Professor Gutteridge : I take it the manufac- 
ture of a naval shell is a very different process from 
the manufacture of, say, a 4*5 howitzer shell? 

Major Clerke : Yes. 

3248. Professor Gutteridge : Is it much more elabor- 
ate? 

Major Clerke : It is on a totally different plane 
from the manufacture of high explosive. The navy 
use those also but they are a simple and straight- 
forward engineering proposition. 

3249. Professor Gutteridge : Do you say this is not? 

Major Clerke : The manufacture of armour 

piercing shell is a very highly scientific metal- 
lurgical operation. The mechanical side of it is 
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unimportant. The real art of it is in the metal- 
lurgical and thermal treatment. 

3250. Professor Gutteridge : Does that require 

specially skilled labour? 

Major Clerke : Yes, and, particularly, specially 
skilled supervision. 

3251. Professor Gutteridge : I take it you have that 
available at your works? 

Major Clerke : Yes. 

3252. Sir Philip Gihis : When you say that the 
criticism about the armour piercing shell is a fallacy 
or a mj’th, do you base that on the point that it is 
a public patent? 

Major Clerke : Professor Gutteridge asked if 
we were giving away any secrets. I say that is a 
myth. It is a patent. 

3253. Sir Philip Gihhs : Ought not there to be secrets 
with regard to that? 

Major Clerke : That is not for us to say. 

3254. Sir Philip Gihhs : I was wondering what is 
your policy with regard to a new invention. I sup- 
pose you would admit that this new Hadfield armour 
piercing shell is of very great importance, would 
you not ? 

Major Clerke : We thought so. 

3255. Chairman-. Did you patent it? 

Major Clerke : We have patented it. 

3256. Professor Gutteridge-. The government could 
have stopped your doing that had they wanted to? 

Major Clerke : Y”es, had they wanted to. 

3257. Chairman-. Directly it is patented it becomes 
public property in the sense that the information is 
available from the description of the patent? 

Major Clerke : That is the essence of a patent. 

3258. Sir Philip Gihhs : It would be impossible for 
any country to use that armour piercing shell unless 
they bought your patent? 

Major Clerke: Legally, yes. 

3259. Sir Philip Gihhs -. They might crib it? 

Major Clerke : Yes. 


3260. Sir Philip Gihhs : Actually you did sell that 
patent to certain countries? 

Major Clerke : No. 

3261. Chairman: You gave licences, did you not? 
Major Clerke : No. 

3262. Sir Philip Gihhs : A statement was made by a 
witness in previous evidence that you had sold it 
to something like eight foreign countries. 

Major Clerke: No. He said it was patented 
in eight countries. We did not sell it. 

3263. Sir Philip Gihhs : You have not sold any of 
this armour piercing shell to foreign countries? 

Major Clerke : We have not delivered any shell 
— may I put it that way. We have not manufactured 
or delivered shell to that patent. You are pressing 
me on things that are semi-confidential. I am quite 
willing to tell you privately. 

3264. Sir Philip Gihhs: May I ask you a specific 
question which, as a matter of fact, actually appears 
in your statement, about the Japanese navy and the 
14-inch shells. Is not that one of the new armour 
piercing shells? 

Major Clerke : No, it was before the date of the 
patent. 

3265. Sir Philip Gihhs : Have you any agreement at 
all with foreign firms as to reciprocity in invention? 

Major Clerke : We have one with our neigh- 
bours Messrs. Firth. That I have catalogued here. 

3266. Sir Philip Gihhs: You have no arrangement 
with any foreign firm for providing them with any 
new invention? 

Major Clerke : Not for anjd;hing in the nature 
of munitions. 

3267. Sir Philip Gihhs: Or armour plate? You 
would not count armour plate as ammunition, would 
you? 

Major Clerke : It depends, but we have not pro- 
vided them with that either. 

Chairman : AVe are much obliged to you foi 
the information that you have given. 


{The -witness withdrew.) 


Mr Allan J. Gr.ant, J.P., managing-director, Messrs. Thomas Firth and John Brown, Limited; 

called and examined. 


3268. Chairman: You are here representing Messrs. 
Thomas Firth and John Brown, Ltd.? 

Mr. Grant : Yes, Sir. 

3269. Chairman : I am told that you are managing- 
director of the merged concerns of Thomas Firth and 
John Brown, and that formerly you were managing- 
director of John Brown? 

Mr. Grant : Yes. 

3270. Chairman: Before that you were with Laird 
Bros. ? 

Mr. Grant : Yes, as a youngster. 

3271. Chairman: In 1932 you were elected the presi- 
dent of the National Federation of Iron and Steel 
Manufacturers (now the British Iron and Steel 
Federation) and in that year you were leader of 
the British steel delegation to the Imperial Con- 
ference at Ottawa. You are also a member of the 
Board of Trade advisory council representing the 
steel industry. You are chairman of Firth-\' ickers 
Stainless Steels, Limited, and the Firth-Brearley 
Stainless Steel Syndicate, a director of Cravens 
Railway Carriage & AVagon Co., Ltd., Nasmyth 
Wilson & Co., Ltd., and British Acheson Electrodes, 
Limited ? 

Mr. Grant : Yes. 

3272. Chairman: You have done what the other com- 
panies ‘have done, you have supplied us with a full 
detailed answer to our questionnaire. AVe generally 
have it read. Will you read it yourself, or would 
you like it read for you? 

Mr. Grant : Would the secretary be good 

enough to read it? 


The following letter and enclosures were read or 
taken as read : — 

Atlas & Norfolk AVorks, 

Sheffield, 1. 

2nd October, 1935. 

Sib, 

We have the honour to refer to your letter of 
the 24th April in which, for the purposes of the 
Inquiry now being held by the Royal Commission 
on the Private Manufacture of and Trading in Arms, 
you desire full information under various headings 
referring to this Company or to any Subsidiary Com- 
panies under its control. We also beg to refer you 
to our reply of the 29th April in which we expressed 
our willingness to disclose information of any kind 
which may be of advantage to the Royal Commission. 

In enclosing the replies to the various questions, 
we think that it might be useful to the Commission 
to state briefly the previous history of the firm and 
its long connection with the supply of arms and 
armaments for the fighting forces of the Crown. 

The present concern, Thos. Firth & John Brown 
Ltd., is the result of an amalgamation which took 
place on the 1st January, 1931, between the old 
established firms of Thos. Firth & Sons, Ltd. and the 
steel interests of John Brown & Company, Ltd. The 
business of Thos. Firth & Sons was established by 
Mr. Thomas Firth in the year 1842 in Sheffield and 
became famous at a very early date for the supply of 
high class special steels, including gun forgings and 
shell. The personnel has always been carefully 
chosen for its expert knowledge of the high class of 
steel required for these purposes, and over a long 
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period technical improvements have been made which 
have always kept the firm in the forefront of pro- 
gress in these directions. The works of John Brown 
& Company in Sheffield were founded by Sir John 
Brown in 1838 and turned into a limited liability 
company in 1864, and in addition to being large 
suppliers of steel for commercial purposes they 
specialised at a very early date in the manufacture 
of armour plate and gun forgings, and have had a 
long and successful connection with the British 
Admiralty for the supply of armour plates for the 
vessels of His Majesty’s Fleet. 

During the period of depression to which the steel 
industry was subjected since the War, the demands 
on both steel works fell considerably, and in 
accordance with the reorganisation which has been 
in progress in the steel industry, it was considered 
advisable to amalgamate the two concerns, who had 
always been closely allied with regard to directors 
and shareholding interests, but who had hitherto 
been run as separate establishments from a technical 
and commercial point of view. This fusion took 
place, as mentioned above, in January, 1931. 

Definite answers are given, in the particulars 
attached, to the questions asked, as far as is possible, 
but in view of the evidence which has already been 
tendered we think it might be of interest to state 
briefly the experiences of both concerns at the out- 
break of hostilities in 1914, 

To take the case of Thos. Firth & Sons, as it was 
at that time, it was obvious that the most useful 
direction in which they could collaborate in the 
national interest, would be primarily in the direction 
of shell manufacture, with which the firm has always 
been closely associated, their connection with it 
dating back to the days of the old round shot pro- 
duced in dies from crucible steel. 

Prior to August, 1914, Firth’s had undertaken with 
success a number of contracts for high explosive 
shell, hut there had been a gap of some three to 
four years immediately preceding the date men- 
tioned when these shell had been absent from their 
programme due to the absence of orders. Im- 
mediately on the outbreak of war. Firth’s drew the 
attention of the responsible officials of the War Office 
to the general lack of facilities for the rapid produc- 
tion of this class of shell, and to assist in remedying 
this serious situation they installed additional plant 
in their existing shops, and rapidly erected in their 
Tinsley Works several large shops both for forging 
and machining. These steps were necessary owing 
to the fact that their existing plant was filled to 
repletion with orders for naval shell. In addition, 
they put forward a scheme for utilising the machin- 
ing resources of many firms usually engaged in the 
production of textile machinery or other lines for 
which the demand had practically ceased owing to 
the War. This scheme was accepted, and Firth’s 
succeeded in enrolling the whole of the more im- 
portant textile firms in Lancashire, together with a 
number of the outstanding firms in the Glasgow area, 
which latter group were, at a later date, handed 
over to the Ministry of Munitions at their request 
to form the nucleus of the organisation to he con- 
trolled by the Scottish National Board. The whole 
of the sub-contractors were originally entirely un- 
familiar with this class of work, but by means of 
frequent round table conferences, demonstrations 
given to them in our works, regular visits from 
technical members of our staff, and the aid of de- 
tailed drawings for each and all of the operations, 
they were rapidly transformed into economical pro- 
duction units. 

In 1915, Firth’s were asked to undertake the 
responsibility of erecting a National Projectile 
Factory at Templeborough, which they were able to 
do with great rapidity by making use of their exist- 
ing organisation, who were, of course, entirely 
familiar with the requirements of such a plant. The 
factory was built, fully equipped and staffed, and 
put into operation within little more than six months 
from the time the site was acquired. 


A further constructive step taken by Firth’s was 
to requisition the services of their Associated Com- 
pany — The Washington Steel & Ordnance Company- 
in the manufacture of naval shell, so releasing home 
plant for army shell, a measure which in practice 
worked extremely well. ’ 

In the circumstances described, and bearing in 
mind that for several years before the War Firth’s 
had not supplied army shell, or held in reserve plant 
for that purpose, it -was inevitable there should be 
some delay on the outbreak of war before they were 
able to supply shell of this type in large numbers 
but notwithstanding this initial disability for which 
they were in no sense responsible. Firth’s commenced 
to make large deliveries of army shell at the begin- 
ning of February, 1915, and continued to supply 
in ever increasing quantities during the whole course 
of the War. 

In view of the arguments put forward in favour 
of the abolition of the private manufacture of arma- 
ments, it should be emphasised that there is techni- 
cally a wide gulf between the manufacture of high 
explosive shell for land purposes, which can be con- 
sidered to be an ordinary engineering product when 
properly organised, and the manufacture of armour- 
piercing shell for naval purposes. The latter involves 
very difficult technical questions affecting steel manu- 
facture and heat-treatment and requires the services 
of a highly technical staff accustomed to dealing 
with questions of this nature. Realising these diffi- 
culties in manufacture the following points may be 
of interest in connection with armour-piercing shell. 

In 1908 Firth’s introduced the hollow cap, which 
may truthfully be said to have advanced the standard 
of A.P. Shell performance more than any other 
single factor in its long existence. In 1913, a further 
development occurred in the invention of an im- 
proved form of hollow cap which proved to be a 
most effective means of defeating armour under 
oblique attack. It should here be mentioned that 
this achievement, and subsequent improvements 
thereon, were not only due to work and research 
carried out in Firth’s Works in Sheffield, but were 
contributed to by the appreciable experiments carried 
out in their works in Riga (Russia) and in the 
American Companies — Firth Sterling Steel and 
Washington Steel and Ordnance, in which they were 
interested at that period. The latter Company has 
now ceased to exist. The national importance of 
foreign contracts is worthy of emphasis for it has the 
virtue of keeping us in touch with the line of 
thought prevailing in other countries, gives definite 
knowledge of their activities, widens the field for 
experimental work under varying conditions, and 
enables the technique of our experts and highly 
trained workpeople to be maintained at a high level. 

With regard to John Brown & Company, this firm 
had always specialised principally in naval work, 
and in addition, they were at the outbreak of war, 
part owners of the Coventry Ordnance Works, and 
their activities were then directed primarily to the 
supply of the necessary material to satisfy the wants 
in these connections. It will be remembered that 
there was an immediate expansion in the number 
of war vessels, particularly destroyers; and by plac- 
ing their capacity at the service of the Admiralty 
they were, in a very brief period, able to increase 
the supply of forgings for propelling machinery for 
war vessels to such an extent that after a few months 
they were supplying a complete set of forgings for 
destroyers at the rate of one a fortnight. Half this 
output was sent to John Brown & Company’s Ship- 
yard at Clydebank and the other half was distributed 
among the various destroyer builders, such as 
Thornycroft, Yarrow, etc., in different parts of the 
country, as instructed by the Admiralty. This rate 
of output was maintained to the end of the War, 
and in addition, forgings were produced for battle 
cruisers, such as H.M.S. Bepulse and H.M.S. 
Furious etc. Besides this, the Coventry Ord- 
nance Works received large orders for howitzers, 
and in the very early stages of the War the forgings 
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necessary for the manufacture of the 15-inch howit- 
zer were produced in record time, and thereafter a 
large number of 4-5-inch howitzer forgings and 
other gun forgings for the Army were produced 
on a very large scale. It was always considered, 
however, that the Admiralty had the first call on 
the Brown plant, and land service requirements such 
as the gun forgings mentioned above, and shell 
billets, were utilised to fill up the remainder of the 
firm’s capacity. Commercial work, of course, entirely 
ceased, but jiroduction of the high class steels re- 
quired for w'ar purposes presented no particular 
difficulty to the highly skilled technical staff and 
workmen who had been engaged on this class of 
material, certainly in much smaller quantities, in the 
pre-war years, and was only limited by the possibility 
of plant extensions and the number of men available. 

Since the War, the firm has remained at the dis- 
posal of the Admiralty, and by agreement with that 
department, has kept available the necessary .special 
plant required for the manufacture of armour 
together with the technical experts essential for its 
production, so as to have sufficient capacity as laid 
down by the Admiralty, although the orders avail- 
able have been only a very small proportion of the 
potential output. Should it be desired that private 
manufacture of arms is to cease, it would become 
necessary to dispense with expert staff and to dis- 
mantle the armour department, which is of no value 
for commercial purposes. It may be stated that the 
value of the plant and the area of the shops occupied 
amounts to a substantial proportion of the whole of 
the Atlas Works. 

We desire to draw attention to one phase of the 
evidence which has already been given and .which 
appears to be very widely held among the unin- 
structed public, namely, that active propaganda is 
indulged in by the armament firms for the foment- 
ing of international disputes and the soliciting of 
orders abroad. We can only speak for our own firm, 
but we wish categorically to deny the truth of these 
statements, as it has never been the practice of this 
firm to solicit orders abroad for war material. The 
reputation of the concern, however, is almost world 
wide and naturally when enquiries have been received 
from foreign sources for material which was within 
our range of manufacture, we have quoted tor its 
supply in the endeavour to bring work to this 
country, to increase emplojunent in Sheffield, and 
to keep together the men necessary for its produc- 
tion. It will be seen from the figures given in the 
answers to the questions, that the amount of foreign 
armament material supplied has been very small, 
permission always having been granted by the appro- 
priate British Government Department. 

We desire to make the following observations with 
regard to the answers to Question No. 7 with refer- 
ence to associations. It will be within the knowledge 


of the Commission that the steel trade in this country 
has for many years been partially organised by 
means of trade associations among firms dealing with 
products of the industry of a like nature. These 
organisations have, with full Government approval, 
been recently much extended through the British 
Iron and Steel Federation under the chairmanship 
of Sir Andrew Duncan. Most of the associations 
have the same object, namely, to prevent as far as 
possible, suicidal internal competition- by the estab- 
lishment of a reasonable selling price, to avoid the 
wasteful multiplication of estimating work, and by 
the allocation of orders to ensure that, as far as 
possible, work is distributed fairly in different parts 
of the country so that one district, owing to a par- 
ticular geographical advantage, may not prosper at 
the expense of another less favourably situated. 

The arrangements entered between the firms pro- 
ducing arms material are of a precisely similar 
nature. They also, however, serve an additional 
purpose as a clearing house for technical informa- 
tion; so that wherever orders may be allocated they 
are executed with the benefit of the combined techni- 
cal experience of the associated firms. As the 
customer in this case is usually a government de- 
partment the selling price of the material, whether 
it be armour or shell, is subject to scrutiny from 
the accountant officers of the government depart- 
ment concerned, and the selling price is mutually 
arranged between the firms and the appropriate 
government department. It may be asked, if this 
is the practice, how losses are shown in many of the 
years’ figures submitted in answer to Question 4; 
this can be accounted for by the fact that in those 
particular years the orders given were comparatively 
small and totally inadequate to cover the standing 
charges incidental to the maintenance of the highly 
technical staff necessary. 

We beg to request that in fairness to our own share- 
holders, information given in reply to the question- 
naire which discloses figures of investments, turnover 
and profits that might be of advantage to com- 
petitors, both at home and abroad, and other in- 
formation which might be detrimental to the 
national interest, may be regarded as confidential. 

We are. Sir, 

Your obedient Servante, 

Thos. Firth & John Brown, Limited. 

(Sgd.) Aberconwat, 

Chairman. 

Edward Twentyman, Esq., 

Royal Commission on the Private 

Manufacture of and Trading in Arms, 

8, Buckingham Gate, 

London, S.W.l. 


Question No. 1. 

The proportion of the total turnover in each 
of the last five years attributable to the production 
of arms and munitions of war. 

Answer. 

The following Table shows the proportion of the 
total monetary value of the turnover attributable 


to the production of arms and munitions of war, 
for the years 1930 to 1934, both inclusive, the first 
year of the period representing a combination of 
the turnover of John Brown & Co., Ltd., and Thos. 
Firth & Sons, Ltd., carrying on business in that 
year as separate entities, the four succeeding years 
representing the turnover of Thos. Firth & John 
Brown, Ltd., operating as a single concern. 


Total Value of Deliveries. 

Arms and Munitions of War. 

Commercial Work. 

Year. 

Amount. 

Amount. 

Percentage 
of Total. 

Amount. 

Percentage 
of Total. 

1930 

1931 

1932 

1933 

1934 

£ 

2,114,484 

1,470,685 

1.271,789 

1,745,989 

2,446,949 

£ 

206,356 

120,638 

112,338 

238,176 

316,495 

9-76 

8-20 

8-83 

13-64 

12-93 

£ 

1,908,128 

1,350,047 

1,159,451 

1,507,813 

2,130,454 

90- 24 

91- 80 
91-17 

86- 36 

87- 07 
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Question No. 2. 

The proportion of the turnover in each of the 
last five years representing arms and munitions of 
war, attributable to (a) United Kingdom, (b) British 
Empire and (c) foreign, orders. 


Answer. 

The following Table supplies the answer to this 
question, and should be read in conjunction with the 
answer to Question No. 1. 


Year. 

United Kingdom, 

British Empire 
other than 
United 
Kingdom. 

Foreign, 

Total. 

Amoimt. 

Percentage 
of Total. 

Amount. 

Percentage 
of Total. 

1930 

£ 

115,213 

55-83 


£ 

91,143 

44-17 

£ 

206,366 

1931 

91,016 

76-45 

— 

29,622 

24-66 

120J338 

1932 

101,156 

90-06 

— 

11,182 

9-96 

112,338 

1933 

224,983 

94-46 

— 

13,193 

6-54 

238A76 

1934 

311,120 

98-30 


6,376 

1-70 

316,496 


Question No. 3. 

The estimated value of plant employed in the 
■production of arms and munitions of war, that would 
be rendered redundant in the event of the establish- 
ment of a State monopoly. 

Answer. 

It will be manifest that to prepare a statement 
in detail with the necessary supporting evidence of 
the cost of setting up on its own site a well equipped 
plant capable of taking the place of the Company’s 
plant for the production of arms and munitions of 
war, would occupy considerable time, and we have 


therefore assumed that the purpose of the Com- 
mission will be served if an approximate cost only 
is furnished, based on the opinion of the Company 
as to what might be required. 

Subject to the foregoing explanation we submit 
in the two attached Schedules brief particulars of 
our estimate of the cost of providing plants for 
the production of (a) armour plate, and (b) armour 
piercing shell, torpedo components, ship shafting 
and allied products. 

Schedule (A) amounts to £1,271,070; (B) £887,600, 
making a total of £2,168,670. 


SCHEDULE A. 

Abmohb Plate Forging Press — Rolling Mills — Treatment and Machining Plants. 


Summary of Estimated Capital Val'ue. 


Description. 

Forging 

Press. 

Rolling 

Mills. 

Treatment 

Furnaces. 

Bending 

Press. 

Machine 

and 

Erecting 

Shops. 

Melting 

Furnaces 

Miscel- 

laneous 

Total. 

Land, Plant and Buildings 

£ 

15,000 

£ 

20,000 

£ 

27,000 

£ 

10,000 

£ 

85,000 

£ 

15,000 

£ 

£ 

Operative Plant 

Hydrauhc Pumps and Engines 

60,000 

40,000 

75.000 

65.000 

21,000 

70,000 

240,000 

15.000 

22.000 

32,000 

613,000 
1 97 non 

Furnaces 

Furnace Chimneys 

14,000 

4,000 

24,500 

43,500 

25,000 

24,500 

K Q0O 


— 

131,600 

Overhead Cranes 

Oil Quenching Tanks and Oil 
Carburizing Furnaces 

3,500 

6,000 

10,000 

12,700 

20,000 

9,500 

32,600 

10,000 

— 

70,500 
12,700 
on nnn 

Douche — Pump and Tools 
Boilers and Stacks 
Services (Gas— Water — Hvd.) 

500 

1,600 

9,500 

18,000 

2,000 

— 

— 

— 

40,000 

9,500 
58,000 
4 000 

Tackle and Tools 

4,500 

2,000 

8,600 

4,000 

14,000 

23,600 


56,600 

Floor 

3,250 

3,500 

2,500 

2,000 

16,000 

6,000 


33,250 

Railways 

3,500 







5 non 



8 

Heating Apparatus 

Ground ... 

— 

— 

— 

— 

5,000 

— 

39,720 

6,000 

39,720 


148,250 

196,600 

174,700 

120,600 

427,900 

91,500 

111,720 

1,271,070 
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SCHEDULE B. 

Forges, Treating, Machining and Hardening Plants, with all Equipment eor Armour Piercing Shell, 
Torpedo Components, Shapting and Allied Products. 


Summary of Estimated Capital Value. 


Description. 

Heavy- 

Forging 

Press. 

Light 

Forging 

Press. 

Shell 

Punching 

Press. 

Shell 

Annealers. 

Machine 
Shops and 
Fitters. 

Electric 

Furnaces. 

Miscel- 

laneous. 

Total. 

Land, Plant and Buildings . . . 

Operative Plant 

Hydraulic Pumps and Engines 
Furnaces 

Furnace Chimneys 

Overhead Cranes 

Moulds 

Annealing Pits 

Boiler Plant and Chimneys ... 
Services (Gas-Water-Hyd. etc.) 
Tackle and Tools 

Floor 

Railways 

Bond, Gauge Room and In- 
spection 

Copper Banding Presses 
Monolising Plant 
Heating of Shops 
Shell Hardening Plant 

Ground 

Power Plant 

Offices and Equipment 

£ 

9.000 
60,000 

11,000 

5.000 
4,400 

2,600 

7,500 

6.000 

4.000 

1.000 
6,000 

£ 

8,000 

23,000 

5.000 

3.000 

3.500 

1,600 

2.500 

2.000 
2,000 

600 

£ 

8,000 

24,000 

3,200 

3,600 

3,400 

1,000 

4,000 

4,000 

500 

£ 

5.000 

8.000 
2,000 
2,000 

2,000 

1,000 

500 

£ 

37,900 

182,400 

5,500 

10,400 

10,000 

15,600 

10,800 

16,850 

£ 

30.000 

35.000 

28.000 

25.000 

12.000 
6,000 

3.000 

6.000 
2,000 

2,300 

£ 

10,000 

7.000 
3,100 

2.000 
60,000 
14,100 

112,160 

3,000 

£ 

92,900 

329,400 

5,500 

27,200 

41,500 

48,700 

12,000 

12,000 

11,000 

25.000 

32.000 
14,800 

16.000 

15,860 

7.000 
3,100 

2.000 
60,000 
16,400 

112,150 

3,000 


116,400 

51,000 

51,600 

20,600 

288,350 

149,300 

211,360 

887,600 


Question No. 4. 

The amount oj declared profits of each of the 
last five years; and an estimate of the proportion 
thereof attributable to the productions of arms and 
munitions of war. {The above to be accompanied 
by published accounts for the five years.) 

Answer. 

The purpose of this question has been interpreted 
to ascertain what proportion of the profit or loss, of 
the total production of the Company, accrued from 
the manufacture and sale of arms and munitions of 
war. 

If this interpretation is correct, it is considered 
that there must first be eliminated all income aris- 
ing from investments which are in no way related 
to the production of armaments, and secondly, in 
order that the profits as a whole shall be shown 
without charge for interest on the permanent loan 
capital, there must be eliminated on the exiienditure 
side, debenture and mortgage interest, and thirdly, 
in order that the figure between one year and 
another may be strictly comparable, there must 
be substituted for the provisions made in each year’s 
accounts, if any, to cover depreciation, the amount 
which would have been charged had the revenue of 
each year been made to bear the iiroper and ade- 
quate allowance for depreciation calculated at 
uniform rates on reducing values. Subject to the 
foregoing explanation, the following are the answers 
to the questions asked : — 

(1) Profit and loss of each of the last five years, 
per published balance sheets, as attached hereto,* 
viz. : — 

£ 


Year 1930. Profit 


... 10,902 

„ 1931. Loss 


... 44,670 

„ 1932. Loss 


... 75,950 

„ 1933. Profit ... 


... 12,619 

,, 1934. Profit 


... 345,039 

(2) Profit and loss of each of 

the last five years 


per published balance sheets, after charging de- 
preciation on the reducing values at the rate of 

* Not printed. 


2^ per cent, on buildings and per cent, on 
plant and machinery, and eliminating debenture 
and mortgage interest payable by the Company, 
and on the other side, income from investments 
belonging to the Company, viz. : — 

£ 


Year 1930. Loss 96,055 

1931. Loss ... ... ... 93,301 

„ 1932. Loss ... ... ••• 174,933 

„ 1933. Profit 10,085 

1934. Profit ... ... ... 317,339 


(3) Division of (2) between — 

Arms and 

Munitions of War. Commercial. 

£ £ 

Year 1930... Loss 8,S06 Loss 87,249 

„ 1931 ... Profit 2,692 Loss 95,993 

„ 1932 ... Loss 27,043 Loss 147,840 

1933 ... Loss 3,522 Profit 13,607 

„ 1934 ... Profit 46,316 Profit 271,024 

The foregoing figures relate solely to Thos. Firth 
& Sons, Ltd., for the year 1930, and to Thos. Firth 
& John Brown, Ltd., for the subsequent years. 

The corresponding figures to those shown in part 3 
of the answer to Question No. 4, as regards John 
Brown & Co., Ltd., for the year 1930, are as 
follows : — 

Arms and 

Munitions of War. Commercial. 

Vonr 19.30 ... Loss £2.689 Loss £41,677 


Question No. 5. 

The average number of employees engaged in 
each of the last five years on the production of arms 
and munitions of war, and other products, 
respectively. 


Answer. . 

The term “ employees ” has been interpreted to 
include every person in the service of the Company 
whatever position occupied, and the figures in the 
subjoined table for the year 1930, are a combina- 
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tion of those appertaining to John Brown & Co., 
Ltd., and Thos. Firth & Sons, Ltd. It will be 
noticed that relatively to turnover the total number 
of people employed was less in 1934, than 1930, a 
circumstance which is explained in part by the 
greater turnover in the latter year, but in a still 
greater measure by the economy realized in the use 
of labour as a result of the amalgamation of the 
steel businesses of Thos. Firth & Sons, Ltd., and 
John Brown & Co., Ltd., at the beginning of 1931. 


Year 1930 ... 
„ 1931 ... 
„ 1932 ... 
„ 1933 ... 
„ 1934 ... 


Proportion Propor- 
on Arms and tion on 
Munitions other 
of War. Products. 
677 4,816 

599 4,125 

655 3,502 

701 3,846 

797 4,391 


Average number per week. 
Question No. 6. 


Total. 

5,493 

4,724 

4,057 

4,547 

5,188 


The firm capacity for expansion for purposes of 
the production of arms and munitions of war (a) 
with, (b) without, the use of plant normally em- 
ployed on other products. What would be the effect 
of a State monopoly on the firm’s capacity for pro- 
duction of arms and munitions of war on the out- 
break of war? 


[Reply not printed.] 


Question No. 7. 

Particulars of any agreements with other firms 
engaged in the production of arms and nmnitions 
of war, stating the names of the parties, British and 
foreign, to such agreements. 

[Reply not printed.] 


Question No. 8. 

Details of the firm’s present holdings of the capital 
of other firms, giving names (British and foreign), 
and of the holdings of the firm’s capital by other 
firms, giving names (British and foreign). 

[Reply not printed.] 


Question No. 9. 

The practice of the firm in regard to the ad- 
vertisement of, and the soliciting of orders for, arms 
and munitions of war. 

Answer. 


It is not the firm’s practice to solicit orders or 
advertise for Arms and Munitions of War. We only 
respond to such enquiries as are sent to us, and 
which are made known to the Government of our 
own country. 


3273. Chairman: The only question I want to ask 
has reference to your confidential annex. It is a 
fact, is it not, that with two exceptions the agree- 
ments to which you refer in your annex are all 
agreements which have been entered into with British 
firms under this rationalising arrangement ? 

Mr. Grant : Yes. 

3274. Chairman : Of those two exceptions, one is the 
nickel agreement, of which we know, and the other 
is an agreement about which we have not heard — 
the Torpedo Air Vessel Forgings agreement? 

Mr. Grant : Yes. 

3275. Chairman : That is an agreement in which 
there are three English firms and two foreign firms 
concerned P 

Mr. Grant : Yes. 

3276. Chairman: And it is confined solely to air 
vessel forgings and ends “offered outside Great 
Britain, Sweden and Czecho-slovakia ’’ ? 

Mr. Grant : Yes. 

3277. Chairman : And in order to regulate the price 
concerned. With that exception, they are all 
British firms? 

3Ir. Grant : Yes. 


3278. Sir Kenneth Lee : In your letter 
great importance to the foreign business 
the information that it gives you? 

Mr. Krant : Yes. 


you attach 
because of 


32(9. Sir Kenneth Lee: Have you agents? 

3Ir . Grant : Yes, we have. 

3280. Sir Kenneth Lee : And they will be active in 
soliciting orders? 

31r. Grant : Not armament orders. We have 
not anybody engaged in soliciting armament orders 


ozoi. i,ir jyerinetli Lee: How do they get the in- 
formation which is valuable to keep you up to date? 

3Ir. Grant : 1 am afraid this paragraph of 
my letter is rather more historical than an indica- 
tion of what actually happens at the present timk 
the agents that we have abroad, for instance in 
Belgium and one or two other countries, are selline 
other products. What actually happens is this 
We do not solicit orders, but if we receive an inquiry 
from abroad we respond to it. I assure you that 
agents are not in any way connected 
with the armament side of the concern and they do 
not understand it. ■' 

3282. 8'ir Kenneth Lee: So that really the informa- 
tion is not very important? 

Mr. Grant : No, it is not. 

3283. Sir Kenneth Lee : Your foreign business has 
practically dropped to nothing? 

Air. Grant: As far as the armament business 
IS concerned, as you see from the figures, it is 
practically nil. 

3284. Sir Kenneth Lee : So you could give it up 
without loss? 

Air. Grant : As things are at the moment. 

3285. Sir Kenneth Lee : Apart from the indirect 
value that you attach to it. 


i¥r. Grant : All these orders are of value 
but It IS a fact that foreign orders for armament 
material have not been an appreciable item in our 
ngures for the last few years. 

3286. Sir Kenneth Lee : The value of the informa- 
tion that you get from the point of view of keeping 
you up to date is negligible ? 

Air. Grant : Yes, I should say that is so now. 


3^7. Sir Philip Gibbs: May I ask you .why in 1930 
the percentage of your foreign business in arma- 
ments was 44 per cent., which seems very high? 

Air. Grant: That was one order. It was for 
these torpedo air vessels and at that time the 
whole figure for armaments was pretty low, so that 
one specific order made a great difference to the 
percentage. 


3288. Sir 1 hilip Gibhs : Are you prepared to accept 
orders from any country according to whether you 
can get a British licence? 

Air. Grant : No. We should always take any 
orders from foreign countries with the permission of 
the appropriate government department which, as 
far as we are usually concerned, is the Admiralty. 

3289. Sir Philip Gibbs: You put the responsibility 
entirely on the government? 

Mr. Grant : Yes. 

3290. Professor Gutteridge : I think your first ex- 
perience was with John Brown, was it not? 

Air. Grant : Yes. 

3291. Pro/essor Gutteridge: Until when? 

Air. Grant : Until the amalgamation took place 
in 1931. 


3292. Professor Gutteridge : They were not a shell 
making firm, were they? 

Air. Gs-ant : No. 

3293. Professor Gutteridge : So you cannot throw 
light on what happened at Thomas Firth’s in 

1914? 

Air. Grant : No, not much. I know a certain 
amount about it. 


3294. Professor Gutteridge : You are one of the 
people who have been pilloried for having promised 
to deliver a great many more shells than you were 
able to deliver? 
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Mr. Grant : I have made inquiries into that 
and there is no trace of that alleged promise having 
been made. It was probably one of those meetings 
which took place at the time, when the heads of 
the different concerns were present and were asked 
what they could do, and were pressed to do a great 
deal more than they could possibly perform. There 
is no evidence, at any rate in our records, that 
any such promise was made as cited in this evidence. 
1 know enough about the situation at that time to 
be able to remember very well that the requirements 
for the army were constantly growing week by week. 
The army authorities themselves had no idea as to 
the amount that would be required. It is impossible 
to evolve a shell out of nothing. You must have 
the plant and the men there to do it, and it 
was only by the organisation of the other ordinary 
engineering firms to which we have referred that 
we were able to make a very considerable con- 
tribution to shell manufacture in the early days of 
the War. 

329d. Professor Gutteridge : And you take consider- 
able credit to yourselves for that? 

Mr. Grant : Yes, I think we may. 

3296. Professor Gutteridge : That is your answer to 
the accusation? 

Mr. Grant : Yes. 

3297. Chairman : In your statement you say that 
you had works at Riga. Have you works abroad 
now? 

Mr. Grant : No. We have an interest in a 
company called the Firth-Sterling Steel Company in 
America — it is given in the schedule — but that 
company is not engaged in armaments work at all. 

3298. Chairman : I see you were with John Brown 
& Co., who were the owners of the Coventry 
Ordnance Works? 

Mr. Grant : Yes. 

3299. Chairman : I do not know the dates. Were 
you there? 

Mr. Grant : Yes, I was. 

3300. Chairman : Do you know anything about 

Mulliner ? 

Mr. Grant : Yes, Mulliner w'as there. 

3301. Chairman: When you were there? 

Mr. Grant : I w’as at ShefEeld when Mulliner 
was at Coventry. 

3302. Chairman : You were at Sheffield with John 
Brown when Mulliner was at Coventry? 

Mr. Grant : Yes. 

3303. Chairman : I suiDpose at first hand you do not 
know' anything about anything that happened? 

Mr. Grant : Only by hearsay. I think he did 
what any of us would do now. He happened to get 
information that rather more activity was going on 
in Germany than was generally known. He reported 
it, and I think very rightly. 

3304. Chairman: You say “ Since the War the firm 
has remained at the disposal of the Admiraltj', and 
by agreement with that department has kept avail- 
able the necessary special plant,” and so on. Are 
you receiving any payment for that? 

Mr. Grant : No. 

3.305. Chairman: Is it merely voluntary? 


Mr. Grant : Yes. If I might, I should like to 
explain a little of how the price of armour plate is 
arrived at. May I elaborate that? 

3306. Chairman : Yes. We shall be only too grateful 
for any information that you can give us. 

Mr. Grant : The procedure is this ; Making 
armour plate is a difficult metallurgical operation 
and calls for certain constituent materials, such as 
nickel, pig iron and chromium, of w'hich the trade 
price is world-wide. When the plate has been made 
and has gone through various complicated processes 
it is fired at. It has been stated that there was no 
competition between the three armour plate firms. 
I should like to say that as regards quality there is 
the very keenest competition. There is a firing trial 
at Shoeburyness. The armour plate has to stand up 
to a certain velocity and keep out a shell at a given 
angle. It is a very complicated and technical thing 
with a new type of plate and a new thickness. The 
plates from the three firms are fired at and a 
standard velocity is arrived at, which represents the 
mean figure of the three results. Then a provisional 
price is usually arranged over an accounting period 
of a year during which the quantity of armour 
plate that w'ill be ordered is known. Naturally the 
price varies to a certain extent with the quantity. 
The greater the quantity, the lees the percentage of 
overhead charges and the cheaper it is to make. At 
the end of that period the Admiralty accountants 
come down, they see the books of the three firms 
and they ascertain what it has actually cost to make. 
Those figures are again averaged. They come out 
as a rule very near. There may be a few pounds 
difference between the three firms, but not much 
more than that. So that the government depart- 
ment — in this case the Admiralty — are fully aware — 
as much as w'e — w'hat it costs to make this armour 
plate. On that information being available, we 
have a conference wdtli the director of contracts at 
the Admiralty and a suitable selling price is 
arranged on top of that, and I assure you that a 
very hard bargain is driven. 

3307. Chairman: That means that the price is not 
fixed until some considerable time after the article 
is produced? 

Mr. Grant : Tliey fix a provisional price. They 
know the costs over this particular accounting 
period, and with the knowledge of those costs the 
price is fixed. 

3308. Chairman : And with regard to the raw mate- 
rials which are required to make a particular pro- 
duct, you say they are fixed by world-wide trade? 

Mr. Grant : Yes, pig iron, nickel, ferro-ohrome, 
all those are market commodities. 

.3309. Professor Gutteridge : They can find out the 
price as well as you can ? 

J/r. Grant: Yes. 

3310. Sir Philip Gibhs : Generally speaking, would 
your prices be checked up by those of Woolwich? 

Mr. Grant : Woolwich do not make armour 
plates and we do not make gun forgings any 
longer. When the Coventry Ordnance Works were 
given up, Browns and Firths ceased to make gun 
forgings, and of course it is only gun forgings on 
which you can keep a chock. But I should say there 
is no reason why, if we did make gun forgings they 
could not perfectly well be checked. 

Chairman: We are much obliged to you. 


{The witness withdrew.) 
{Adjourned for a short time.) 


On resuming , — 

Mr. Geoffrey Duke Burton, managing-director, The Birmingham Small Arms Company. Limited 


called and 

3311. Chairman: We will take the evidence which 
has been given by the Birmingham Small Arms Com- 
pany, and I think, Mr. Burton, that you represent 
them, do you? 

Mr. Burton : Yes, Sir 


examined. 

3312. Chairman: And you are the managing director, 
are you ? 

Mr. Burton: Yes. 

3313. Chairman: You have furnished us with a state- 
ment. Would you either read it yourself or have it 
read ? 
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Mr. Furton : I should be very glad if the 
secretary would read it, Sir, if he will; and I have 
a short statement which 1 thought I might make 
afterwards. 

3314. Chairman : Yes, by all means. 

The following letter and enclosure were read: — 

The Birmingham Small Arms Co., Ltd. 

Small Heath Works, Birmingham. 

Managing Director’s Office. 

July 25th, 1935. 

Edward Twentyman, Esq., 

The Royal Commission on the Private 
Manufacture of and Trading in 
Arms, 

8, Buckingham Gate, London, S.W.l. 

Sir, 

We enclose herewith a statement giving the in- 
formation asiked for in your letter of 24th April last. 

In forwarding this statement, we should like to 
make some observations on the general character 
and history of the undertaking of the Birmingham 
Small Arms Company, Limited. 

The manufacturing activities of the group are as 
follows : — 

(1) Pedal and motor cycles, cars, small arms, 
machine guns, sporting guns, are made by the 
Birmingham Small Arms Co., Ltd., at Small Heath, 
Birmingjham, and sold through B.S.A. Cycles, 
Ltd., B.S.A. Cars, Ltd. and B.S.A. Guns, 
Limited. 

(2) Motor cars and motor ’buses are made at 
Coventry, and sold through the Daimler Company, 
Limited, and the Lanchester Motor Company, 
Limited. 

(3) Small tools and machine tools are made at 
Sparkhrook, Birmingham, by B.S.A. Tools, 
Limited, and B.G. Machinery, Limited. 

(4) Steel at Sheffield by William Jessop & Sons, 
Ltd., and J. J. Saville and Company, Limited. 


The cycle, motor cycle, gun and machine tool busi- 
nesses have belonged to the Company for many years 
but the interest in the Daimler Company, Limited' 
was only acquired in 1910, the Jessop and Saville 
Companies in 1919, and the Lanchester Motor Com- 
pany in 1932. 

The businesses now being carried on at Small 
Heath by The Birmingham Small Arms Company 
Limited, are as set out in (1) above, and the answers 
to Questions Nos. 1 to 7 and No. 9 in your letter 
relate to those businesses only. 

Although the name of the Company is 'fbe 
Birmingham Small Arms Company, Limited, a large 
part of its activities have always related to peace- 
time products, except during war periods, but prior 
to the Great War the proportion of Government work 
.was very much greater than it is to-day. 

The proportion of turnover during the four years 
ending 31st July, 1913, representing arms and muni- 
tions of war were as follows : — 


1913 

1912 

1911 

1910 


Per cent. 
33-03 
25-49 
28-95 
21-29 


The turnover to-day, as will be seen in the answer 
to Question No. 2, is practically negligible, and this 
accounts for the comparatively long period required 
to build up to the outputs mentioned in answer No. 6. 

As a result of war experience, the Company was 
extremely apprehensive as to the supplies of steel for 
small arms, etc., after the War, and they therefore 
acquired the businesses of Wm. Jessop & Sons, Ltd., 
and J. J. Saville & Co., Ltd., Sheffield, to ensure 
supplies. 

Although, therefore, these two companies have 
become part of our undertaking for the supply of 
steel for the manufacture of arms, all figures relating 
to these companies have been omitted from our 
reply. 

Yours faithfully. 


For The Birmingham Small Arms Co., Ltd., 
(Sgd.) Geopprey D. Burton, 

Managing Director. 


Replies by The Birmingham Small Arms Co., Ltd., to the Questionnaire of the Royal Commission on the 

Private Manufacture of and Trading in Arms. 


1. Proportion of total turnover attributable to 
arms and munitions of war ; — 



1934. 

1933. 

1932. 

1931. 

1930. 


Per 

Per 

Per 

Per 

Per 


cent. 

cent. 

cent. 

cent. 

cent. 


3-02 

8-05 

5-13 

8-96 

6-21 

2. Sub-division 
1934. 

of the above : — 
1933. 1932. 

1931. 

1930. 


Per 

Per 

Per 

Per 

Per 


cent. 

cent. 

cent. 

cent. 

cent. 

United 

1-02 

•93 

1-48 

1-85 

1-36 

Kingdom. 

British 

•66 

•59 

•58 

1-21 

2-34 

Empire 

Foreign 

1-34 

6-63 

3-07 

5-89 

2-61 

Orders. 


3. Estimated value of plant employed in the pro- 
duction of arms and munitions of war all of which is, 
and would be, redundant to the Company’s other 
work. £300,000 covers buildings, plant, machinery, 
jigs, tools and fixings. 

4. Declared profit of the Birmingham Small Arms 
Co., Ltd., as per balance sheet which includes 
dividends and the profits and losses of Subsidiary 
•Companies. 





July, 1935. 



Loss 

Loss 


1934. 

1933. 

1932. 

1931. 

1930. 

£ 

£ 

£ 

£ 

£ 

127,550 

245,532 

688,647 

112,944 

242,276 

Of the 

above the 

following 

were attributable 1 

■ms and munitions of war : — 



Loss 


Loss 

Loss 


1934. 

1933. 

1932. 

1931. 

1930. 

£ 

£ 

£ 

£ 

£ 

8,035 

46,643 

15,970 • 

2,061 

10,365 


In arriving at these figures no deduction has been 
made for interest on loan capital. 

5. Average number of employees engaged in the 
production of arms and munitions of war : — 

1934. 1933. 1932. 1931. 1930. 

169 198 168 270 208 

Other 4,738 3,974 3,568 3,703 4,605 

products. 

6 . ] 

7. [ [Replies to these Questions not printed.] 

8 . J 

9. All actual orders received for arms and muni- 
tions of war have developed from enquiries. The 
Company does not advertise or solicit orders for 
arms and munitions of war, but B.S.A. Guns, Ltd., 
advertise in the press appropriate to retail trade 
their peace-time products (sporting guns, target 
rifles, etc.). 
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3316. Chairman: Before you make your own state- 
ment, I would like to ask a question about your reply 
to Questions 6, 7 and 8. You claim that that should 
be treated as confidential, and the replies to these 
questions are not printed; but when I look at the 
replies to questions 7 and 8, I do not see any reason 
why you should not want them printed. No. 6, of 
course, deals with the exipansion question ; but in 
No. 7 you are asked about agreements, and you say 
you have only one agreement, and that is with an 
armament firm, the Soley Armament Co., Ltd. 

Mr. Burton : Yes. 

3316. Chairman: But as regards the Soley Arma- 
ment Oo.’s agreement which you refer to, this is an 
agreement with reference to selling surplus arms, is 
it not? 

il/r. Burton : That is correct, yes. 

3317. Chairman: I mean, it is only an agreement 
that you made with this company in order to dis- 
pose of government surplus arms ? 

Mr. Burton : That is correct, yes. 

3318. Chainnan : There is no reason why that should 
be treated as confidential, is there? 

Mr. Burton: No, I do not really think there 
is. I am sorry; perhaps it was unnecessary. 

3319. Chairman: It looks to me to be quite unim- 
portant. Then, with regard to the other. No. 8, 

“ Details of the firm’s present holdings of the 
capital of other firms,” your answer is: “ All these 
companies are British,” and then you state what 
they are, and they all are British, and have really 
no material bearing at all upon our Inquiry. I.s 
there is any reason at all why they should not be 
published? 

Mr. Burton : No, there is not, really.* 

3320. Chairman: Now you wish to make some state- 
ment to us? 

Mr. Burton : Yes, Sir. I have made a few 
copies. (Documents handed in.) 

1. For some years before the War, the B.S.A. 
Company was making service rifles at a fairly 
steady rate, approximately 50,000 per annum. 

2. When war broke out this enabled the com- 
pany quickly to increase its production, and 
during the War 146,000 Lewis guns and 1,600,000 
rifles were manufactured. Our final capacity at 
the end of the War was 12,000 rifles, an equal 
volume in spare parts, and 3,000 machine guns per 
week. 

3. After the War no orders were obtainable and 
owing to lack of funds the company had to close 
down its experimental and development depart- 
ments and dispense largely with the services of 
its key men skilled in rifle and machine gun pro- 
duction. This condition has obtained more or less 
the same ever since, except that in 1930 an agree- 
ment was come to with the War Office that in 
consideration of our maintaining our rifle manu- 
facturing plant, we could act as sole selling agents 
for government surplus rifles and Lewis guns. 
This agreement is now terminating and has 
entirely failed in its object on account of the 
various embargoes on the export of arms. 
The total sum received due to this contract has 
been negligible when compared with the cost of 
maintaining our factory. 

4. We have recently received an order for 

S.M.L.E. Mark III rifles. To execute this order 
we have so far engaged a number of men, and 
out of these over two-thirds have left or been 
discharged as not capable of being trained, and 
of those remaining with us many are not yet 
giving satisfactory results. I am trying to point 
out the difficulty we have in getting men for 
this work. One reason for men leaving is that 
when they are taken on and find that there is 
no sign of continuity of work and that the type 
of work is strange to them, they make no real 
effort to learn and eventually give up in disgust 

* Answers to Questions 7 and 8 not printed as they 
are not relevant. 


and get employment elsewhere. A typical instance 
is of a youth who was employed for a period and 
should have earned £24 on piece work to make his 
guaranteed day time. His actual earnings were 
£15 2s. and the company had to make him a 
present of £8 18s. Another should have earned 
£25 ; his earnings were £10 4s. and the company 
had to find the difference, namely, £14 16s. Both 
then left our employ. 

3321. Sir Thomas Allen : Over what period would 
that be? 

Mr. Burton : About three months, I think. 

I could not give you the exact period. I think it 
was about ten or twelve weeks. I could find that 
out accurately if you want it. 

This implies not only wastage of money, but 
also quantities of spoiled material, and the train- 
ing period lost. If there was evidence of con- 
tinuity of employment we should soon get men 
skilled at their work and apprentices who would 
be prepared to learn the trade; and in this way 
build up a nucleus which could quickly expand 
in time of emergency. 

5. If it is thought necessary to be ready for an 
emergency it is clearly desirable to have a factory 
in an area like Birmingham where a plentiful 
supply of trainable skilled labour is available. The 
manufacture of small arms necessitates the em- 
ployment of very highly skilled men. We believe 
that outside Great Britain, the policy of govern- 
ment support for iirivate manufacturers has been 
general, and we further believe that had we not 
been crippled by lack of support there would have 
been no necessity for the British government to 
adopt and purchase foreign makes of small arms 
as they are doing. The policy of the government 
since the War has, to some degree, indicated the 
effect of abandoning the private manufacture of 
small arms. Instead of development in this 
country keeping pace with, or being ahead of, 
foreign countries, it has dropped behind to such 
an extent that foreign guns and foreign designs 
of guns have had to be purchased. We believe 
that had the foreign companies not been operat- 
ing for many years with the full support of their 
respective governments, the guns recently adopted 
in this country would not have been available. 

6. It is a generally accepted principle in any 
industry that a good export business can only be 
built up on a sound home trade. This certainly 
applies to guns. If the B.S.A. Company had re- 
ceived the support of the British government they 
would naturally be in a better position to compete 
in other markets because their costs would be re- 
duced. Therefore, instead of factories like — then 
I give the various names — being busy as they have 
been for a number of years while B-.S.A. stood 
practically idle, the B.S.A. Company would be 
working to capacity and in an emergency would 
immediately be able to switch entirely on to home 
requirements. 

7. The lack of interest by the British govern- 
ment in arms development since the War has re- 
sulted in the impression gaining ground that other 
countries are bettor able to design small arms than 
this country. We believe there is evidence to show 
the reverse, and there are brains in this country 
very well able to deal with the technical problems 
involved in small arms design should they receive 
encouragement. 

8. Many of the points above mentioned could be 
overcome by the government taking over our small 
arms factory and personnel, but we believe that 
the difference between a small arms factory 
operated by the government, and a similar factory 
trying to earn profits for shareholders, is very 
definite, and that the company trying to pay a 
return on capital invested will have greater in- 
centive and urge to ingenuity, which will result 
in greater progress. Further, when there is little 
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or no demand for arms, at any rate part of the 
cost of maintaining the organisation can be carried 
by the company. With a private concern manu- 
facturing other products besides arms, part of the 
fixed charges can be borne by the other products 
instead of them all being carried by the arms 
department. 

There is one other little item which I would like 
to mention, if I may. I notice in the evidence of 
one gentleman with regard to prices, he mentioned 
the B.S.A. Company, comparing costs, and I would 
like to make this point, if I may, comparing with 
the evidence on page 272* — the price given of 
£3 3s. 2d. per rifle at Enfield as against £4 3s. 9d. 
per rifle at the B.S.A. 

3322. Chairman : Is this in Dr. Addison’s evidence? 
Mr. Burton: No, in Mr. Baker’s. He gave 

those figures. I only wish to point out that those 
figures were not comparable, as the prices given for 
rifles made at the government factories do not in- 
clude all the items of costs. The figure that he was 
referring to was for many years back, but at that 
time, in answer to a question in Parliament, it was 
stated that the costs at Enfield did not include 
rates, taxes and other fixed charges, and that if these 
charges were added, the costs of the rifles made 
there, and that of the rifles made by the trade, would 
probably be almost identical. Our view is that in 
these days of accurate audit, costs can be and are 
rigidly checked, and any inefficiencies brought to 
light and rectified. We have freely at our disposal 
every method adopted by the Royal Small Arms 
Factory at Enfield, and vice versa. So we get the 
benefit of that. That is all, Mr. Chairman. 

3323. Chairman: With regard to paragraph 6 of 
your statement, you mentioned factories that are 
busy. Where are they situated.*^ 

Mr. Burton : I would rather leave those names 
out. I do not know whether I ought to have put 
them in; that is why I did not read them out; 
but one is in Czecho-slovakia, one is in America 

3324. Chairman: There is no reason why you should 
not read them out. 

Mr. Burton : Well, Hotchkiss is in France, 
Bren is in Czecho-slovakia, and Colt is in America. 
332-5. Chairman : Is Bren the manufacturer of the 
gun that has been adopted? 

Mr. Burton : Yes. 

3326. Chairman: That is the gun that has been 
adopted recently, is it? 

Mr. Burton : Yes. 

3327. Chairman : And is that what you are referring 
to when you speak of the government buying arms 
from abroad ? 

Mr. Burton : That is right ; and I believe 
there are others. 

Secretary : They do not actually buy Bren 

guns from abroad ? 

Mr. Burton : They have the right to manu- 
.acture, and they also buy a certain number of guns, 

I dare say; but it is really the right to manufacture. 

3328. Chairman : I see — licence. 

Mr. Burton : Yes. 

3329. Sir Thomas Allen : Did you ever make the 
gun that Bren is superseding ? 

Mr. Burton : We made the Lewis gun, yes. 
We made almost the whole number, I think. 

Chairman : There is nothing else that I want 
to ask. 

3330. Dame Bachel Croicdy : At what date did you 
enter into your agreement with the Soley Arma- 
ment Co.? 

Mr. Burton : 1930. 

3331. Dame Bachel Crowdy : Were they a new 

organisation at the time, or had they been in exist- 
ence ever since the War? 

Mr. Burton : They were a new organisation. 

3332. Sir Kenneth Lee : A statement was made by 
Sir Alexander Roger on 13th November, 1935, 

* Minutes of Evidence, 10th Day, p. 272. 


saying that owing to lack of orders it had been im- 
possible for your company to carry out the necessary 
research work. 

Mr. Burton : Yes, that is correct. 

3333. Sir Kenneth Lee : Is that the reason why the 
progress has not been made? 

Mr. Burton : 1 should say very largely. 

3334. Sir Kenneth Lee : Is it true that the gun you 
were making cannot be made on a mass production 
basis ? 

Mr. Burton : The Lewis gun, are you referring 

to? 

3335. Sir Kenneth Lee : No, the rifle — I meant the 
rifle, the Enfield rifle. 

Mr. Burton : Well, it is difficult to know 

exactly what mass production means. I have a 
general idea, but it is rather difficidt to define it. 
Do you mean only done by unskilled labour? 

3336. Sir Kenneth Lee : Can it be easily dupli- 

cated ? 

Mr. Burton : No, in that sense I suppose it is 
not a mass-produced article ; but no gun that 1 am 
aware of, whether it is Bren or any other, can be 
made without a very high percentage of skilled 
labour. 

3337. Chairman : But the Bren gun is not a rifle, 
is it? 

Mr. Burton: No, it is not. 

3338. Chairman : We are speaking of rifles at the 
moment. 

Mr. Burton : Yes. The same applies to rifles. 

3339. Chairman : We were told that during the War 
the onlj’ rifle obtainable was one that necessarily had 
to be made by hand labour; whereas in the future 
there ought to be a rifle that could be produced 
by mass production. That is what Sir Kenneth is 
referring to, I think. 

Mr. Burton : Well, I do not know of one yet. 
There may be one in the future, but the skill of 
human beings has not arrived at that stage yet. I 
was recently in America, which is, I suppose, the 
home of mass production, and I saw rifles being 
manufactured there, and their methods were almost 
identical with the methods used in the B.S.A. to-day. 

3340. Sir Kenneth Lee: And that is universal, is it? 
Mr. Burton : Well, they are not universal, but 

if there were better methods I think we should get 
to know about them. 

3341. Sir Kenneth Lee : But if you had done your 
research work, you might have designed a rifle 
which could have been manufactured more easily? 

Mr. Burton : Oh, yes. I do not say we should 
have reached the ideal, but each year we would find 
some improved method of doing some operation. 

3342. Sir Kenneth Lee : But you have not been able 
to do anything owing to the conditions. 

BIr. Burton : Well, practically nothing. 

3343. Mr. Spender : Is there any particular reason 
for the government giving you orders for small 
arms for which there is no immediate use, and which 
may go out of date? 

Mr. Burton : I do not think the government 
would order anything unless they wanted it for 
probable contingencies. 

3344. Mr. Spender : But you suggest special orders. 
BIr. Burton ; Some work to enable a nucleus 

of men to he trained, in order to enable a company 
which is not subsidised in any way to carry some 
development overhead expenses in that way, which 
is non-productive. 

3345. Mr. Spender : Supposing that method is 
adopted, would a subsidy meet your case as well 
as the method of special orders? 

BIr. Burton : No, not solely. I think that is 
just the difficulty. Just a sum of money will keep 
our plant in existence, but it will not train our men. 

3346. Sir Philip Gibbs : In your statement about 

becoming selling agents for government surplus rifles 
and Lewis guns, you say: “ This agreement is now 
terminating and has entirely failed in its object 
on account of the embargo on the export of arms. 
The embargo to what countries? 
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Mr. Burton : Well, China was one ; certain 
countries in South America. 

3347. Sir Fhilip Gihhs: You mean Paraguay and 
Bolivia? 

Mr. Burton : Yes. 

3348. Sir Philip Gihhs: Any other countries? 

Mr. Burton : Lithuania. 

3349. Dame Itachel Crowdy : The Chinese embargo 
only lasted a fortnight, did it not? 

Mr. Burton : It lasted long enough so that 
we did not get the order. 

3350. Sir Philip Gibhs: Then you have made an 
arrangement with the Soley firm, represented by 
Captain Ball, for surplus stock, have you not? 

Mr. Burton : Yes. 

3351. Sir Philip Gihbs: Is that still in existence? 
Mr. Burton: Well, it is a collateral arrange- 
ment with the government one, so it is terminating 
also. It is in process of finishing off. 

3352. Sir Philip Gibbs: So that the two things 

coincide? 

Mr. Burton : Yes. 

3353. Sir Philip Gibbs: Could you tell me any idea 
why yon chose that jiarticular firm? 

Mr. Burton : Well, it was before my time. 
Captain Ball is here, sitting on my right. He 
represents the Soley Armament Company. 

3354. Sir Philip Gibbs : I was trying to get your 
point of view. 

Mr. Burton : We had no one, as I understand 
it, who was au fait with the American customers and 
the people who would buy these surplus rifles, and 
the government wanted to dispose of them. 

3355. Sir Philip Gibbs: And was it by any govern- 
ment advice, or on credentials from the government, 
that you appointed Captain Ball? 

Mr. Burton: No, certainly not; but I think 
they might have raised objections if they did not 
approve of him, or something like that; but we were 
left free to deal with the matter as we liked. 

3356. Sir Philip Gibbs: And you happened to know 
that he was engaged in that type of business? 

Mr. Burton : Yes, I think that is the case. 
It ivas before my time, actually. I was not there at 
the time. 

3357. Sir Philip Gibbs : Now, with regard to this 
new machine gun which the government has 
adopted, is it a matter only of price, or is it a 
matter of superior design, in your opinion? 

Mr. Burton : Well, I have not heard it yet. 
I imagine that the government must think it is a 
design better than any before, or else they would 
not have adopted it. 

3358. Sir Philip Gibbs: It would not be governed 
by price considerations? 

Mr. Burton : I should think that would be 
very secondary. I do not know. 

Sir Philip Gibbs : I think that is all the ques- 
tions I want to ask you. Thank you. 

3359. Sir Thomas .Wen: Just twm questions only. 
Your statement is dated July, 1935, and you give 
the figures up to 1934. Have you any available for 
1935? 

Mr. Burton : Well, actually our year ends at 
the end of July of each year, so when we got these 
figures out we had not got the figures for the sub- 
sequent year, but they are available now. I do not 
think there has been much difference. 


3360. Sir Thomas Allen : In your reply to our secre- 
tary’s letter, you say that as a result of war ex- 
perience the company was extremely apprehensive as 
to the supplies of steel for small arms, and that that 
led you to acquire the business of William Jessop & 
Sons, Ltd., and J. J. Saville & Co., Ltd. Would 
that be on account of a steel ring that made you 
apprehensive ? 

Mr. Burton: No. Again I am afraid it is 
before my time, but I was in the steel trade myself 
then, and there was a great shortage of steel at that 
time, and everybody believed that there was enor- 
mous prosperity going on and on, and everybody 
thought there was going to be a great shortage of 
steel. 

3361. Sir Thomas Allen : That was the only ground 
upon which you were apprehensive? 

Mr. Burton : Yes. I do not think it was any- 
thing to do with price. 

3362. Sir Thomas Allen : Nothing to do with the 
ring preventing you getting supplies at all? 

Mr. Burton: No. I do not think so. I am sure 
that would not be so. 

3363. Professor Gutteridge : I take, it that really 
what has put a difficulty in your way is the exist- 
ence of this second-hand trade in rifles, is it not? 

j\Ir. Burton : Well, if there had not been any 
rifles left over from the War, no doubt we should 
have had some orders to make up the normal wastage 
by the existing army. 

3364. Professor Gutteridge : What has created the 
difficulty for you has been the dispesal of these 
second-hand guns? 

Mr. Burton : The fact that America made a 
great number of rifles. 

3365. Professor Gutteridge : Do not you think there 
is a strong case for the suppression of this trade in 
used weapons from the national point of view on 
that ground alone? 

Mr. Burton : Well, I do not know. They 
might be wanted in an emergency, might they not? 

3366. Professor Gutteridge : I do not see any harm in 
their being put away in an armoury, but I am sug- 
gesting to you that it is an unwise thing to have a 
traffic in these second-hand weapons from the national 
point of view. 

Mr. Burton : I do not know whether I am 
able to answer that very well. It is a matter of 
opinion, is it not? 

3367. Professor Gutteridge : As a matter of fact, the 
world was flooded with second-hand weapons of all 
kinds just after the War. 

Mr. Burton : Yes. I think that was so. 

3368. Professor Gutteridge: I remember a period 
when one was offered bayonets and steel helmets. 

Mr. Burton : Yes, of course one was. 

3369. Dame Bachel Crowdy : Talking about the Bren 
gun just now, you said, if I understood you, that 
the government had both the right to manufacture 
and had also imported. 

iVr. Burton: Well, I do not know; I am not 
quite sure about the importation. It was stated in 
Parliament that they had adopted the Bren gun. 

3370. Dome Bachel Crowdy: Have yon made any at 
all — 3 'our firm? 

Mr. Burton : No. 

Chairman : Thank you. That is all, unless 
there is an^’thing j’ou want to say to us. 

Mr. Burton: Thank you. Sir. 


(The witness withdrew.) 


Captain John Ball, director, Soley 

3371. Chairman: Now, the last company we want to 
inquire into to-day is the Soley Armament ConipanjL 
This is Captain Ball. I have not any details about 
you. Captain Ball. Were j'ou in the army? 

Captain Ball: The Air Force. 

3372. Chairman : Our Air Force. 

Captain Ball : Yes. 

3373. Chairman: For how long? 


Armament Company, Limited, called and examined. 

Captain Ball: Four years. 

3374. Chairman: During the War? 

Captain Ball : Yes. 

3375. Chairman: Then, after the War, j’ou took up 
this business, did you, of disposing of the surplus 

arms? .. 

Captain Ball: Disposing of the surplus rifles. 

3376. Chairman: When was that? 
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Captain Ball : It irould be about 1925. 

3377. Chairman: And did you get from the govern- 
ment a sole agency ? 

Captain Ball : Oh, no. 

3378. Chairman : What was your position ? 

Captain Ball : Our position with regard to the 

government was, in connection with the B.S.A., that 
the B.S.A. had the sole selling rights of its arms, 
and we had the selling rights from the B.S.A. 

3379. Chairman : You took it from them ? 

Captain Ball : We took it from them. 

3380. Chairman: Had they an exclusive right? 
Captain Ball : Yes. 

3381. Chairman: They had an exclusive agency? 
Captain Ball : Yes, in place of a subsidy. 

3382. Chairman : The last witness told us about that, 
that they had the exclusive agency given to them. 

Captain Ball : In place of a subsidy, yes. 

3383. Chairman : And you acted for them ? 

Captain Ball : Yes. 

3384. Chairman : Had you a free hand to get orders 
and to arrange the despatch of the guns, and all 
the rest of it? 

Captain Ball : Oh, yes. 

3385. Chairman: And to fix the prices? 

Captain Ball : Subject, of course, to the issue 
of the necessary export licences ; but with regard 
to the acquirement of orders I had a free hand. 

3386. Chairman : And fixed the prices ? 

Captain Ball : Yes, within limits set down by 
the B.S.A. and the War Office. 

3387. Chairman : Did they fix a limit ? 

Captain Ball : They fixed the minimum prices. 

3388. Chairman: The government? 

Captain Ball : The prices that I should have 
to pay, yes. 

3389. Chairman : And then you made what profit 
you could, was that it? 

Captain Ball : I made whatever I could get. 

3390. Chairman : You were not working on commis- 
sion, or anything? 

Captain Ball : Oh, no. 

3391. Chairman: YThat profit you could get? 

Captain Ball: Yes. 

3392. Sir Philip Gibbs : Did you buy them from the 
government ? 

Captain Ball : Well, we do not exactly buy 
them. If we receive an order, we pay the govern- 
ment and issue them on an export licence. 

3393. Professor Gutteridge : You are a broker really, 
are you not? 

Captain Ball : Just a broker. 

3394. Sir Philip Gibbs : You do not buy them in 
advance ? 

Captain Ball : Oh, no. 

3395. Chairman : And then you had to arrange for 
the despatch. 

Captain Ball : That is so. 

3396. Chairman: Sometimes it turned out, did it, 
that the intending purchaser could not get the arms 
by the direct route? That was so, was it? 

Captain Ball : That was so. 

3397 . Chairman : So you had to arrange a devious 
route ? 

Captain Ball : We never arranged a devious 
route. We have never tried to arrange a devious 
route. 

3398. Chairman : Never tried ? 

Captain Ball : No. 

3399. Chairman: W^ell, I am not sure about that. 

I think your letters seem to show that you had 
tried and succeeded. 

Captain Ball : Oh, no. Sir. We said that if 
the American government liked to buy the arms, 
they could do then what they liked with them; the 
responsibility was on their shoulders; so far as we 
were concerned, we could do nothing. 

3400. Chairman : Yes ; but that was a devious way, 
was it not, by introducing somebody else who could 
pass them on without difficulty? 

Captain Ball ; If the American governmenu 
agreed, it was nothing to do with us. 


3401. Chairman: But if you had told the English 
government when you asked for the licence that that 
was what you were going to do, you would not have 
got the licence ? 

Captain Ball : Well, we did not in fact, because 
that is exactly wliat we did do — we did inform the 
British government. 

3402. Chairman: And did not the guns go at all? 
Captain Ball: The British government knows 

perfectly well everything we do. We do not get a 
licence otherwise. 

3403. Sir Thomas Allen : Would you explain to us 
a little more explicitly what is the relation, say, 
between you and the B.S.A. and the War Office? 
How does it pan out? 

Captain Ball: Well, the B.S.A. are the agents 
for the War Office, and we are the agents for the 
B.S.A. 

Secretary : For the sale of what ? 

Captain Ball : For the sale of the War Office 
surplus rifles. 

3404. Sir Thomas Allen: Then you being the agents 
for the B.S.A., you immediately come in contact with 
the War Office? 

Captain Ball : Yes. 

3405. Sir Thomas Allen: And not the B.S.A. 

Captain Ball: Not the B.S.A., no. 

3406. Sir Philip Gibbs ; But you are a private firm, 
are you not? 

Captain Ball : Yes. 

3407. Sir Philip Gibbs: Quite independent of the 
B.S.A.? 

Captain Ball : Oh, quite independent of the 
B.S.A. 

3408. Sir Philip Gibbs : And you deal in arms quite 
irrespective of War Office stock? 

Captain Ball : Yes, quite so. 

3409. Chairman: I see in your letter that you write 
to our secretary, in answer to our request for in- 
formation, you say : “ Maybe in our letters we were 
not particularlj' careful in our choice of expression, 
for the letters were of a matey variety.” 

Captain Ball : Yes. 

Chairman : "But you adopted the same form of 
language towards us, did you not, because in the 
latter part of your letter you say: “ In spite of all 
this, most portions of the U.S.A. press and a few 
of the British publications suggested that we were 
as devoid of morals as the Italian organ-grinder’s 
monkey.” Is that a type of your matey conversa- 
tion? Well, I have nothing more to ask you. 
Very well. 

3410. Dome Eachel Crowdy : Captain Ball, I should 
like very much to know how you first got into the 
business. Could you tell us that, or what your 
special qualifications were? Had you travelled a 
great deal, or had you affiliations in other countries? 
Tell us anything you can, will you? 

Captain Ball : Having travelled a great deal, 
and having had connections in various countries. 

3411. Dame Bachel Crowdy: As what? In what 
respect ? 

Captain Ball : With regard to small arms. 

3412. Dame Itachel Crowdii : During the War, o." 
after ? 

Captain Ball : Before the War and during the 

War. 

3413. Professor Gutteridge : Were you a stores officer 
in the Flying Corps then? 

Captain Ball : Yes — no, technical. 

3414. Professor Gutteridge: Not a pilot? 

Captain Ball : Yes, a pilot also, but mainly 

technical. 

Chairman : I think we had better ask questions 
in turn. Dame Rachel Crowdy is in charge of the 
proceedings at the moment. 

Professor Gutteridge : I beg your pardon. 

3415. Dame Itachel Crowdy : If you could tell us a 
little more of your back experience I should be very 
grateful. Were you in any way connected with 
armament firms before you took up this business in 
different countries ? 
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Captain Ball: No, in no way. 

3416. Dame Bachel Crowdy : What made you see the 
opportunity in this trade? 

Captain Ball: Well, that is very difficult to 
reply to. I mean, I am an expert in small arms; 
they have been a hobby of mine all my life, and 
naturally it is the line of least resistance. 

3417. Dame Bachel Crowdy : And the greatest 

market P 

Captain Ball: Yes. 

3418. Dame Bachel Crowdy: Now could you tell us, 
have you any agents in any part of the world? 

Captain Ball : Oh, yes— well, not exactly 

agents, but I have connections, you see. 

3419. Dame Bachel Crowdy: Could you tell us some- 
thing of those connections. I should like to know 
the agents if you have any, where you have them, 
and any companies with which you are affiliated in 
different parts of the world. 

Captain Ball: We are not affiliated with any 
companies at all at the present time. 

3120. Dame Bachel Crowdy: How do you interpret 
the word “ affiliation? ” 

Captain Ball: Not having a financial and 

working connection with them. 

3421. Dame Bachel Crowdy: Have you no relation- 
ship with American firms, for example? 

Captain Ball : None whatever at the present 
time. The arrangement we made with the American 
firms was for six months only. It was a purely 
tentative arrangement. 

3422. Da 7 iie Bachel Crowdy : Your arrangement with 
Miranda is at an end, then? 

Captain Ball : Completely. 

3423. Dame Bachel Crowdy : Could you tell us, then, 
about your agencies and your agents, in what parts 
of the world you have them? 

Captain Ball : We have an agency in Liege, 
Berlin — that is the lot at the present time. 

3424. Dame Bachel Crowdy: None in the Far East? 
Captain Ball : No. 

3425. Dame Bachel Crowdy: None in South or 
Central American countries? 

Captain Ball : No. 

3426. Dame Bachel Cro-wdy : When you speak of 
your agency in Liege, are you siieaking of your o.wn 
'factory in Liege, because you have a factory, have 
you not ? 

Captain Ball: Speaking of the factory we 

have there ? 

3427. Dame Bachel Crowidy : It is actually your 
factory, not merely your agency ? 

Captain Ball : Yes ; but that factory exists for 
the conversion of rifles from one calibre to another. 
We take an unsaleable rifle and make' it into a sale- 
able one. . 

3428. Dame Bachel Croxody: Have you factories 

anywhere else? 

Captain Ball : None. 

3429. Dame Bachel Crowdy : None at all ? 

Captain Ball: No. 

3430. Dame Bachel Croxcdy: In any part of the 
world ? 

Captain Ball : No, none. 

3431. Dame Bachel Crowdy: I am very interested 
in reading through some of these letters to see the 
places you ship from. You do a good deal of ship- 
ping away from English ports, do you not? 

Captain Ball : Oh, yes. 

3432. Dame Bachel Crowdy: Could you tell us why? 
Captain Ball : For the simple reason that the 

material comes from the continent. 

3433. Dame Bachel Crowdy: The material you are 
shipping comes from the continent? 

Captain Ball : The material we are shipping 
comes from the continent. If it is continental 
material, if we are selling mauser rifles on the con- 
tinent, we ship it from continental ports. There is 
no necessity to bring them to England. 

3434. Dame Bach el Crowdy : Your shipment, for 

example, in the Blade Oxdl was from Antwerp? 


Captain Ball: To where? 

3435. Dame Bachel Crowdy: Well, I think, as far 
as I can remember — was that your shipment to 
Bolivia? I am not sure. I do not think it was. 

Captain Ball: No. We have never shipped a 
single rifle to Bolivia. 

3436. Dame Bachel Croxody : No. You did some 
shipping from Antwerp; I remember very definitely. 

I think I can find out without much difficulty. 

Captain Ball: To what destination? 

3437. Dame Bachel Crowdy: No; it was your ship- 
ment to America that was from Antwerp. There is 
a letter from you of February 3, 1934. 

Captain Ball : But that was with regard to the 
samples that went to Miranda — a sample consignment 
of rifles. 

3438. Dame Bachel Crowdy: Why did they go from 
Antwerp particularly? Were they horn and made in 
that part of the world? 

Captain Ball : No, the rifles had been recon- 
ditioned in Liege, and Antwerp being the nearest 
port, they were sent from Antwerp. 

3439. Dame Bachel Crowdy : The rifles were presum- 
ably bought on the continent and re-fashioned at 
Liege. 

Captain Ball : A’es. 

3440. Dame Bachel Crowdy: I have been reading 
through some of these letters. You have probably 
got Part 3, have you not, of the proceedings of the 
American Inquiry? 

Captain Ball : I have not. 

3441. Dame Bachel Crowdy: I am sure that someone 
could give it to you. {Document handed to witness.) 
The letters I am going to quote from will be froni 
about page 674, roughly, to page 685. The way in 
which this transaction is carried out, if one under- 
stands it rightly, is described in Exhibit 260, which 
you will find on page 678. Have you got that? 

Captaixi Ball : Yes. 

3442. Dame Bachel Crowdy: I will read it. Half- 
way down, on page 680, you are writing to the 
American Arms Corporation, and you say : 

As you CLve no doubt avxirCj China consumes a 
vast quantity of small arms per year, and they 
have bought large quantities of rifles from us, 
mainly Mausers {over 100,000 in 1931/32) but have 
slacked off lately owing to the loss of Manchuria, 
and the shortage of ready money in the south— 
i.e., Canton and Nanking. In spite of all the 
dreams of the idealists, xvho imagine that homo 
sapiens is filled with honor, justice, love, and self- 
sacrifice, Japan is going to take a still larger slice 
of China, and comparatively shortly, while the 
getting is good. To place herself in a favorable 
position, Japan must either buy over the Soviet 
or fight them — and Japan will do one or the other, 
before attending to some more of China. 

Such a move on Japan’s part would seriously 
affect the U.S. interests in China, and we think 
that the V.S. would under the above circumstances 
support the Chinese, supply them with arms, etc. 

In such an eventuality, something might be done 
with the big stocks of rifles here, also M.Gs., and 
xce think it might be very advisable for xjou to 
approach the V.S. Dept, for Foreign Affairs and 
the IFor Dept., and hand them a list of what 
stocks there are over here, informing the Depts. 
at the same time that you are the sole representa- 
tive for the U.S. A. . , , n j 

Well, one of the things we have tried to find out 

in this Inquiry is whether preparation is preached 
by any of the firms connected either with the manu- 
facture or with the sale of arms; and certainly, as 
I read this letter, you are de^itely putting into the 
mind of the United States that they had better buy 
arms or obtain arms if possible from us ov^er here in 
order that they may support the Chinese, and pre- 
sumably, to follow that up rather more, in order 
that China may oppose Japan in some way or 
another. That seems to me to come very much 
within the category of preparation. 
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Captain Fall : Yes, I quite agree. 

3443. Dame Bachel Crowdy. And I should like you 
to make any comment you care to on that. 

Captain Ball : Well, the only comment I have 
to make is that I should call it intelligent anticipa- 
tion on my part. 

3444. Dame Bachel Crowdy: Yes; I think from your 
business point of view it probably is ; but I wonder 
whether it shows anything else as well. 

Captain Ball : I have no other point of view. 

3446. Chairman : He says he has no other point of 
view. 

Captain Ball : In dealing with arms, I have 
no other point of view. 

3446. Dame Bachel Crowdy : Well, that is very 

courageous of you. 

This is only our suggestion to you, and yoxi may 
possibly have other ideas of your own as to how 
such a matter should be handled — for instance, 
it might be better to bring the stocks to the notice 
only of some of the “ big business ” gentlemen, and 
leave any possible wangles to them, for they even 
might see quicker possibilities in such a stock. 
Then you add a sentence with which I quite agree. 

Nothing would surprise us .. . and continue 
. . . but bear in mind that the world’s stocks of 
small arms have shrunk very much during the last 
three years, and we certainly think that our stock 
is the only one left of any importance. 

Why did you feel that you could not get rid of 
these rifles? If you wanted to get rid of them, why 
could not you get them yourself straight to China? 
V hy did you have to press on your American 
friends to ? 

Captain Ball : Because the Chinese govern- 
ment, at the time, had not the necessary finance to 
pay for them. 

3447. Dame Bachel Crowdy: And it was better for 
the United States to stand the loss of that than 
your firm? 

Captain Ball: Well, why not. Madam? Cer- 
tainly. We were not going to do it. 

3448. Dame Bachel Crowdy: Then you will also find, 
on page 684, I think, an answer from Mr. Miranda 
to a letter of yours. Your letter is dated 6th 
February, 1934, and he says to you : 

Your remarks anent greasing the wheels that 
make the deals go around are very true and we 
fully appreciate that very often oil must be added 
to your quotations. In this connection vnll you 
make it a point to always quote us your prices 
net to us c.i.f. New York unless we specifically 
make a different request. 

Well, that IS a definite acceptance of the fact that 
whatever other firms tell us, palm-greasing is some- 
thing you recognise. 

Captain Ball : Oh, most certainly. 

3449. Dame Bachel Crowdy: Completely, in your 
business ? 

Captain Ball : Yes. 

3450. Sir Thomas Allen: Did you say “certainly ”? 
Captain Ball: “Most certainly.” The people 

are not going to do anything for nothing. 

3451. Sir Thomas Allen : One would like to know • 

that IS all. ’ 


Dame Bachel Crowdy: Now, in the corr 

spondence between yourself and this American firm- 
I think you are no longer connected in any wa’ 
you tell us— there is a great deal of talk about suj 
plying the Bolivian government with this, that an 
the other, and if I can find it I think there is or 
letter where you say— yes, it is an earlier lettei 
the letter No. 260 on page 680. You say 


from several sources 
that Bolivia wants A. A. guns quickly; but we do 
not mink for a moment that a shipment or sale 
to Bolivia could be made direct, while that 
country is at war. If, however, an American 
armament firm of some standing bought the guns, 
for eventual re-sale, things might be easier — or if 


the Colombian government, who are not at icar 
bought the guns, they could no doubt have them’ 
Is not that a very definite proposal, as our Chair- 
man said just now, to evade our own Board' of 
Trade regulations, our export licence? 

Captain Ball: Not a bit. These guns would 
probably come from the continent. There is no 
difficulty at all in shipping the guns from the con- 
tinent; they had no export licence system there 

3452. Dame Bachel Crowdy : But you do not object 
to the British guns going to countries when the 
British government is enforcing an embargo on 
export to that country .... 

Captain Ball : Most certainly not. 

3453. Dame Bachel Crowdy: ... as long as it does 
not go direct from your firm? 

Captain Ball : As long as it does not go direct 
from this country. If they are British guns in the 
possession of continental people, of which there are 
any amount, we have not the slightest objection 
because we know very well those guns did not leave 
this country with the consent of the British govern- 
ment. That is the point. It is a matter of policv 
Madam. ‘ 

3454. Dame Bachel Crowdy: It seems to me to go 
rather beyond policy; but that I think is for 
discussion. 

Captain Ball : At the present time the British 
government has refused to allow the export of British 
rifles to Abyssinia — that is, government-owned arms 
from the surplus stocks— in spite of the fact that 
very big orders have been placed; but there are 
on the continent very large stocks of British rifles 
and British guns that were left in the various 
countries after the War, in Italy, for instance, and 
in France and Belgium, and there is nothing to 
prevent those British rifles going to Abyssinia at 
the present time. 

3455. Dame Bachel Crowdy: Then your theory 

really is. Captain Ball, that it is wise to keep within 
the letter of the law, but that the spirit of the law 
IS as nothing. 

Captain Ball ; Quite. 

3^6. Damte Bachel Crowdy : You are very clear as to 
what you feel about these things, because I see 
that at the time this correspondence is dated - 

Captain Ball: The only thing that the Briti.sh 
government is concerned with is the letter of the 
law, in so much that they cannot prevent the ship- 
ment of British rifles from other countries to any 
of the countries under an embargo. They cannot 
prevent it. How can they prevent it? 

345/. Dam.e Bachel Crowdy: I am glad to say I do 
not think it is the only thing with which the British 
people are concerned ; but I do not propose to enter 
into an argument on that. I see that the time 
when this Bolivian correspondence is going on is the 
time that we were imposing an embargo. 

Captain Ball : On Bolivia ? 

3458. Dame Bachel Crowdy : On Bolivia, yes. Then 
I see again there is a good deal of exporting of 
arms to China. At that time we had no embargo; 
as I mentioned just now the embargo was a very 
short one, only a few weeks, applying both to China 
and Japan ; but at the same time it was a moment 
when China and J apan were very much as they are 
now, at each other’s throats, and I should like to 
know if at that time any of your arms supplies were 
reaching Japan. Do you know; can you tell us? 

Captain Ball : None at all. 

34.59. Dame Bachel Crowdy: Nothing at all? 

Captain Ball : None at all. 

3460. Damie Bachel Crowdy : Then to end this I 
should like you to turn to page 685, that is Exhibit 
263. You will find it relates to arms supplied to 
Cuba. Now it is not a letter to you or a letter from 
you, but the previous letter to you from Miranda 
does throw some light on it, I think. In the previous 
letter Miranda says ; 

With reference to the International Ordnance 
and Instrument Company about which you write 
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us in your letter of February 9th: We know this 
company very well and we know their managing 
director, Mr. Figuerola, who, at this time is 
abroad. They have close connections in Cuba and 
at times are entrusted with orders from the Cuban 
Government. We have recently finished a contract 
with them for artillery ammunition and are very 
well acquainted with them; therefore we shall 
pursue your negotiations with them on the subject 
of revolvers without undue delay. 

Therefore I presume that this next letter is rather 
a continuation; but the arms that are supplied, which 
I imagine come from you to the American firm and 
have gone on to Cuba, are being supplied to Colonel 
Batista. 

Captain Ball : Wo have never supplied any 
arms to Cuba either direct or through Miranda, 
and the letter shown as Exhibit No. 263 is quite 
strange to us; it is the first time I have seen it. 
How it becomes attached to our correspondence on 
the other side 1 have not the faintest conception. 

3461. Dame Bachel Crowdy: Do not you think 

because of your close connection with Miranda, and 
Miranda’s close connection with Cuba? 

Captain Ball : 1 do not think so, madam. This 
letter is completely strange to me, completely new 
to me. AVe have never seen it before. 

3462. Dame Bachel Crowdy : In those circumstances, 

then, accepting what you sa3’ 

Captain Ball : It may have been attached to it 
as circumstantial evidence, but I can assure j'ou we 
have never seen it and we have never sold anything 
to Cuba. 

3463. Dame Bachel Crowdy. Would j’ou turn back 
to No. 262 again, then? AVhat does “ your 
negotiations ” mean ? The letter is written to j'ou. 
They hav^e recently finished a contract with them for 
artillery amnuxnition and are very well acquainted 
with them; “ therefore we shall pursue your negotia- 
tions with them ” — and there is a mention of Cuba 
in this same paragraph, “ on the subject of revolvers 
without undue delay ”. What does that mean? 

Captain Ball: AVhich paragraph is that? 

3464. Dame Bachel Crowdy: It is the sixth para- 
graph on page 684. Certainly an amateur onlooker 
like myself reading this letter would assume that 
there was at least a question of you supplying arms 
which could go on to Cuba. 

Captain Ball : Yes, but the paragraph you 

refer to indicates a connection between the Inter- 
national Ordnance Companj' and Miranda, not 
with us. 

346.3. Dame Bachel Crowdy: Then what does “ you/r 
negotiations ” mean when the letter is addressed to 
you — “ therefore we shall prvrsue your negotiations 
with them ” — “ them ” being people who have close 
connections with Cuba. 

Captain Ball: The International Ordnance & 
Instrument Company applied to us for certain 
material direct here in London. We said: “No; 
our representatives for the north of South America 
or Cuba are Miranda & Co. ”, and we referred them 
to Miranda and that is Miranda’s reply. 

3466. Dame Bachel Crowdy : And the negotiations 
were for what? 

Captain Ball : They came to nothing. 

3467. Dame Bachel Crowdy : But what were they 
for? 


Captain Ball : They came to exactly nothing. 

3468. Dame Bachel Crowdy : Can you tell us what 
those negotiations were for? 

Captain Ball: Various material. 

3469. Dame Bachel Crowdy: Arms of different 

kinds? 


Captain Ball: Small arms; hut it cam 
nothing. We referred them to Miranda. 

3470. Dame Bachel Crowdy: Yes. I still do 
understand that paragraph. I will not develop 
subject, hut I still do not think that that j 
graph, xoe shall pursue your negotiations,— 
hese people in Cuba, — is very clear. 


Captain Ball : In other words, we had inter- 
views with the International Instrument Company 
which were continued by Miranda, and Miranda says 
in the paragraph, “ We shall continue j’our 
negotiations ”. 

3471. Dame Bachel Crowdy: ... we shall pursue 
your negotiations with them on the subject of 
revolvers, — evidently revolvers for Cuba. I happen 
to be particularly interested because I was in those 
two Cuban revolutions at the time, and seeing that 
the next letters refers to Colonel Batista I wanted 
to know if you or Miranda were supplying revolvers 
and arms generally not only to Colonel Batista, who 
as far as I remember, was the corporal who became 
the President of Cuba for a short period of time, 
but at the same time to Manduel and Crochada and 
the various other people who were leading either 
presidential or revolutionary movements in Cuba ; 
but you say that none of your arms have by any 
means got to Cuba. 

Captain Ball : To the best of my knowledge 
and belief we have never sold a single arm to 
revolutionaries, and do not intend to either. 

3472. Dame Bachel Crowdy: That is a very high 
principle, is it not? 

Captain Ball : And we are quite capable of 
seeing that they do not get into the hands of 
revolutionaries, too — nobody more so. 

3473. Dame Bachel Crowdy : I think that is all I 
have to ask, Mr. Chairman. 

Captain Ball : Our business is conducted more 
and more, if I may say so, purely with governments 
or the official representatives of governments. Under 
no circumstances do we sell arms at any time to 
private individuals or to syndicates or to banks or 
to anyone else other than the authorised represen- 
tatives of an established or recognised government, 
and it is impossible for anjmne to prove otherwise. 
There have been all sorts of suggestions that we 
have heard with regard to our activities in that 
direction, but I can assure you that there is no 
truth in any of them. 

3474. Dame Bachel Crowdy : That reminds me of a 
question I wanted to ask you. Can you give me the 
exact position that Miranda held vis-d-vis the State 
Department of the U.S.A.? 

Captain Ball : Well, he is one of the Ameri- 
can manufacturers who manufactures in small quan- 
tities for the American government and various 
other governments. 

3475. Dame Bachel Crowdy: You would not call him 
officially the agent of the American government. 
AVould the State Department agree with that? 

Captain Ball : J think so ; but he was a con- 
tractor to the American government. 

3476. Dame Bachel Crowdy : But did jmu never sell 
to him, then, because you just said that jmu never 
sold to anyone huh governments? 

Captain Ball : We can only sell through 

government direct. If Miranda gives us an order 
for 50 rifles, Miranda has to produce an official order 
to us from the purchasing government, and before we 
get an export licence for them or before we accept 
the order we must see the official order from the 
purchasing government; so that in no circumstances 
can our material get into unofficial hands, because 
the first thing that happens if they do is that a com- 
plaint is made to the British government and my 
position and that of the B.S.A. vis-d-vis the British 
government would be in jeopardy. I should be 
foolish to do such a thing. 

34:77. Dame Bachel Crowdy: So that it merely 

means handing on the bricks from one government 
to another. 

Captain Ball : Absolutely nothing else. 

3478. Mr . Spender : I should like, if I may, to get a 
little closer to the facts about this company and 
your a,ssociation with it. Are you a salaried repre- 
sentative of the Soley Armament Company? 

Captain Ball : No, I am the Solej^ Armament 
Company. 

3479. Chairman: Limited? 


500 ROYAL COMMISSION ON THE PRIVATE MANUFACTURE OF 


AND TRADING IN ARMS 


6 February, 1936.] Captain John Ball. Wontinued. 


Captain Ball : Yes — by myself. 

3480. Mr. Spender : Correct me if I am wrong in a 
minute, but the circumstances are that you, the 
Soley Armament Company, obtain from the Bir- 
mingham Small Arms Companj' the agency for the 
sale of these surplus rifles? 

Captain Ball : Yes. 

3481. Mr. Spender : Now that was approved by the 
War Office? 

Captain Ball : It was not objected to by the 
War Office. 

3482. Mr. Spender : And from that time you had 
dealings direct with the War Office? 

Captain Ball : Prom that time direct, yes. 

3483. Mr. Spender-. Then substantially the War 
Office must have approved. Now you have got this 
reconditioning factory at Liege, and presumably you 
exported a considerable number of British rifles and 
other arms to Liege for reconditioning? 

Captain Ball : Yes. 

3484. Afr. Spender : Did you get licences for sending 
them to Liege? 

Captain Ball ; Yes, certainly. 

3485. Mr. Spender-. Then after that have you 
despatched from Liege both these rifles and mausers 
which you bought from other sources? 

Captain Ball : From other sources, yes. 

3486. Mr. Spender: And you despatched all those 
from Belgium without any licence? 

Captain Ball : Oh, yes — we did not despatch 
the British rifles from Belgium without a licence. 
We part with no British rifles without the previous 
consent of the British government. There is a special 
term to that effect. If we take a thousand rifles 
to Liege for conversion to another calibre, we do 
not dispose of those rifles without the consent of 
the British Foreign Office — ^the previous consent — 
absolutely. 

3487. Mr. Spender: Is that of your own free will? 
Captain Ball : No, that is a condition imposed 

upon us by them that it would not pay us to break. 
Secretary: Is it a condition of the licence? 
Captain Ball -. The usual Board of Trade export 
licence. 

3488. Chairman : Have you got a general licence or 
do you get a particular licence? 

Captain Ball : No, we get a special licence. 

3489. Chairman : I mean containing the conditions 
and terms and everything. 

Captain Ball : Containing the conditions under 
which the rifles are exported. 

3490. Mr. Spender: Then, as I iinderstand it, all 
the British rifles that went out of Liege went under 
British licence. 

Captain Ball : Certainly. 

3491. Mr. Spender : And all the other arms — mausers 
and others — went without any licence. 

Captain Ball -. They went without any licence 
then because Belgium at the time had no export 
licence system. 

3492. Mr. Spender: Can you give us an idea of the 
proportion between the two things you were hand- 
ling — the British licensed and the foreign? 

Captain Ball -. About one per thousand — one 
British rifle to a thousand mausers. 

3493. Mr. Spender: Let me understand. The 

British rifles are one thousand to one? 

Captain Ball : We exported one British rifle to 
every thousand mausers — probably less than that. 

3494. Mr. Spender : Then you were really agents for 
the export of mausers largely, which you considered 
yourself free, as you were free, to export from 
Belgium without any licence at all? 

Captain Ball : Oh, certainly. 

3496. Mr. Spender : So for the greater part of your 
business you claim to be quite free of licence? 

Captain Ball : At the time. Of course, Belgium 
has since introduced an export licence system and 
we are not free now. 

3496. Mr. Spender: We have had from other 

companies statements of profit and loss. Have you 
any statement of profit and loss at the present time? 


Captain Ball : Not at the present time. The 
alleged “ profits ” are mostly losses. 

3497 . BIr. Spender - We have heard from the Bir- 
mingham Small Arms Company that the tradino- 
results were disappointing ; and they were disappoint” 
ing to you? 

Captain Ball : Equally so, because owing to the 
imposition of embargoes on export to the various 
destinations to which -we could have sold arms from 
this country the British taxpayer has probably lost 
very nearly £2,000,000 in the last seven or eight 
years. That sum has been sacrificed to policy — and 
probably quite rightly so. 

3498. Mr. Spender: You have no concern in policy? 
Captain Ball : Certainly I am concerned in 

policy, where it affects my interest vis-a-vis the 
British rifles. 

3499. BIr. Spender: With regard to British rifles; 
but you do not acknowledge any policy with regard 
to your export of the others? 

Captain Ball : Provided it does not interfere 
with British policy. 

3500. BIr. Spender : Would j’ou consider, say, in 
exporting mausers, whether it conflicted with British 
policy ? 

Captain Ball : Most certainly I would, 

because that would affect my position vis-a-vis the 
British authorities at once. 

3501. BIr. Spender: That is your motive? 

Captain Ball : I have that motive. 

3502. BIr. Spender -. You do not claim any higher 
motive ? 

Captain Ball : None whatever. 

3303. BIr. Spender : You speak in very sweeping 
terms about graft and palm-greasing. Do you sug- 
gest in dealing with all your customers it is necessary 
to do that? 

Captain Ball -. No, I do not, by any means, 
but with some of them it is essential; with others 
not. 

3504. BIr. Spender : There is a sort of moral 

meridian ? 

Captain Ball : It is a matter of latitude and 
longitude, is it not? 

3505. Sir Kenneth Lee : Are we to understand that 
you have no agency at all direct with the AVar 
Office? 

Captain Ball : No, I have not. 

3506. Sir Kenneth Lee: No agency? 

Captain Ball : No agency direct with the AA'ar 
Office. I become an agent merely with regard to 
my association with the B.S.A. — in other words, 1 
am as much an agent of the AVar Office as the B.S.A. 
The contract was handed to the B.S.A., who handed 
it on to me. 

3507. Sir Kermeth Lee : You are not an agent for 
any other commodities direct with the AVar Office? 

Captain Ball : No. 

3508. Secretary: Have you been? 

Captain Ball : For any other ? 

3509. Secretary: For any other article than rifles? 
Captain Ball: We had a steel-helmet contract 

with them. 

3510. Dame Ttachel Crowdy : Have you ever at any 
time had a direct agency from the AVar Office for 
anything? 

Captain Ball: No. 

3511. Secretary : Not for anything at all? 

Captain Ball : No, except for steel helmets. 

3512. Secretary: Hotchkiss guns? 

Captain Ball : But not with regard to rifles. 

3513. Secretary: Or Hotchkiss guns? 

Captain Ball : No. We had an agreement with 
them with regard to Hotchkiss guns but that also 
came to nothing, owing to the imposition of em- 
bargos. AVe paid £2,350 for the selling rights of the 
Hotchkiss gun and we never sold a gun. AVe were 
precluded from selling them by the reimposition of 
embargoes. We could have sold thousands of those 
guns at various times. 

3514. Secretary: Has that agreement terminated? 
Captain Ball : It has terminated. 
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3615. Secretary. When did it terminate? 

Captain Ball: The agreement terminated in 
December, 1933. 

3516. Sir Kenneth Lee: Did you say that the 

Belgians had now instituted a licence system? 

Captain Ball: The Belgian government has a 
licence system at present. It has a licence system 
instituted at the present time; probably not quite 
so stringent as ours, but nevertheless efficient, which 
it did not have before. 

3517. Sir Kenneth Lee: Is it at all effective? 
Captain Ball: That is a question the Belgian 

government could answer better than I can. 

3518. Sir Kenneth Lee: From your experience? 
Captain Ball : I should think it would be. 

3519. Sir Kenneth Lee: It has prevented you? 
Captain Ball : Do not forget that anybody Avho 

violated it who was living in Belgium would cease 
to live in Belgium. 

3520. Dame Bachel Crowdy : Perhaps you could evade 
it without violating it? 

Captain Ball: Can it be evaded without your 
being found out? Madam, it is not possible. You 
are always found out at the finish. 

3521. Sir Philip Gills: Were you in existence as a 
company before your connection with the B.S.A.? 

Captain Ball : Oh, yes. 

3522 Sir Philip Gills: For how long? 

Captain Ball : Since about 1927, I think. 

3523. Sir Philip Gills : What were you doing before 
your connection with the B.S.A.? 

Captain Ball : I was engaged in selling con- 
tinental rifles, mausers. 

3524. Sir Philip Gills : Nothing from this country. 
Captain Ball: Nothing from this country. 

3525. Sir Philip Gills : But you had a fairly con- 
siderable business on the continent? 

Captain Ball : A considerable one on the con- 


tinent, yes. , . . J .1 

3626. Sir Philip Gills : Sufficient to attract the 

attention of our War Office perhaps? 

Captain Ball : I do not think so ; no. 

3527. Sir Philip Gills : You had no dealings with 
the War Office until you actually joined the B.S.A.. 

Captain Ball: No. I think we had a few 

dealings with the War Office with regard to steel 
helmets, but not with regard to armaments. 

3528 Sir Philip Gills : May I ask you what you were 
doing generally between 1918 and 1928, what was 
vour particular business? 

Captain Ball : I was acting as a broker for 


the sale of arms. 

3529. Sir Philip Gills: Abroad? 

Captain Ball : Yes. , 

3530. Sir Philip Gills : At that time, when Europe 
and the world generally was in a very turbulent 
state, with revolutions breaking out m this countiy 
and the other, did you find that your markets were 

Captain Ball : Unfortunately they were not 

very good, owing to the non-existence of the necessary 
finance. It is all a question of money. The desire 
for the arms was there, but there was no money to 

pay for them. ,, 

3531. Sir Philip Gills: But you were actually 

doing business? . , 

Captain Ball: We were attempting to do 

business. , , 

3532. Sir Philip Gills: You were doing enough to 

carry on? , . cj. 

Captain Ball : We were not making a profit. 
3633. Sir Philip Gills : May I ask you this : In 
those years before you joined the B.S.A. Company 
who were your best customers? 

Captain Ball: Probably the Latvian govern- 


ment. 

3634. Sir Philip Gills : Poland ? 

Captain Ball : None. 

3536. Sir Philip Gills: Russia? 

Captain Ball : None. 

3536. Sir Philip Gills : There is one sense of 

mystery in my mind which I am sure you will be 


able to clear up, as to how you get your stocks of 
rifles and other munitions of war on the continent. 
For instance, you have told us — and it is rather 
surprising — that your continental trade is as one 
thousand to one. 

Captain Ball : Yes. 

3.537. Sir Philip Gills: How do you get those rifles? 
What is your method of obtaining them? 

Captain Ball: The only way the rifles can be 
obtained is by purchasing them as surplus from 
other governments. 

3538. Sir Philip Gills: They are actually in the 
hands of governments? 

Captain Ball : They are in some cases ; in 

other cases there are governments who are quite 
ready to sell rifles to any Tom, Dick or Harry who 
will ]iresent them with the money. The majority 
do that. This is the only country with control. 

3539. Sir Philip Gills: Do you find it easy? If 
you obtain an order from any country in the world 
you can obtain stocks on the continent? 

Captain Ball : Yes. 

3540. Sir Philip Gills : I imagine in most cases that 
would be through agents, or what I should call 
middlemen. 

Captain Ball : Yes. 

3541. Sir Philip Gills : Would they hold those stocks 
in their own possession? 

Captain Ball : Some of them hold stocks them- 
selves ; other stocks are held by governments. 

3642. Sir Philip Gills: Do you find that certain 
governments are rather easy in delivery if an order 
comes through? 

Captain Ball: If the money comes through. 
3543. Sir Philip Gills : It amounts practically to 
the same thing. Could you tell us, for our own in- 
formation, what governments are dealing with these 
second-hand rifles and so forth? Would France be 
one of them? 

Captain Ball : No. 

3544 Sir Philip Gills: Would Italy be one of them? 

Captain Ball: She might be at the present 
time but normally no. 

3545. Sir Philip Gills : You seem to get very great 
stocks of these rifles; from what countries mostly 
do you get them? 

Captain Ball: They are accumulations from 

various countries— countries like Greece, Bulgana 
Jugo-Slavia. 

3.546. Sir Philip Gills : And do those stocks exist 
in those countries or have they been shifted? 

Captain Ball : The stocks usually exist in the 
country, but they are mainly on such a scale or of 
such a mixture that the country does not wish to 

use them. , i 

3547. Sir Philip Gills : There are no central 

^^^^°%aptain Ball : There are no central depots. 
3548 Sir Philip Gills: Regarding those mauser 

rifles from Germany, to what customers do you sell 


leiii ? , 

Captain Ball : Only to governments. 

)49 Sir Philip Gills : What governments. 

' Captain Ball: The Chinese government 

55o!''«r Philip Gills: And, of course. Canton as 
ell? 

Captain Ball: No. 

551 Sir Philip Gills: Never to Canton.'' 

Captain Ball : No, we have never sold any to 
le Cantonese government. 

55-7 Sir Philip Gills : Do you think many of them 
ave reached the Canton g°''®*'nment?^^^^^ 




from us. . i 1 , 4 . ^4 

3553. Sir Philip Gills: By devious routes, but not 

through you? -j.!. .i- 4 . 

Captain Ball: Not through us, either direct 

"^lA.^Sir^iCiilip Gills : How have they reached the 
Canton government? 
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Captain Ball : IVe are not the only pebble on 
the beach by any means. 

3555. Sir Philip Gibbs : You have a lot of com- 
petitors ? 

Captain Ball : There are a number of con- 
tinental dealers who have been occupied selling rifles 
for years. V^e are not monopolists. I wish we were. 

3556. Sir Philip Gibbs: You feel that a great many 
of these continental second-hand rifles actually reach 
countries like China, Bolivia, Paraguay and others 

Captain Ball : There is no question about it, 
but not from us. The reason they did not come from 
us was because the Cantonese government would not 
produce the official importation order from the Nan- 
king government, as required by the British gov- 
ernment before arms can be shipped. 

3557 . Sir Philip Gibbs: It could be evaded by 

shipping to Hongkong? 

Captain Ball : Possibly, but we never suc- 
ceeded. If we attempted to evade any of the regu- 
lations laid down by the British government we 
should be in jeopardy at once. For the sake of 
temporary profit are we going to jeopardise our 
normal ijosition? Certainly not. I have to live 
here. If I get at loggerheads with any of the 
British official departments what is going to happen? 
35o8. Sir Philip Gibbs : I should not have thought 
it would have mattered very much to you. 

Captain Ball : Why not ? 

3559. Sir Philip Gibbs: Because your business here 
is only as one to a thousand. 

Captain Ball : I quite agree, but that one is 
worth looking after. 

3560. Sir Philip Gibbs: It is worth while? 

Captain Ball : Oh, yes, it is one at the present 

time, but it might be reversed in a few years’ time. 

3561. Sir Philip Gibbs : I would like to ask you 
how many applications you have made to the British 
government through the Board of Trade for licences 
which have been refused. I happen to know, but 
I was rather wondering whether you also knew. 

Captain Ball : I could not tell you the exact 
figure — quite a lot of them. 

3562. Sir Philip Gibbs: Have you applied for 

licences knowing that there was an embargo against 
the sale of goods to certain countries? 

Captain Ball : No. 

3563. Sir Philip Gibbs: You have not? 

Captain Ball : No. 

3564. Sir Philip Gibbs: Are you quite sure of that? 
Captain Ball : Positive. 

3565. Sir Philip Gibbs : Then how is it that those 
licences have been refused? 

Captain Ball : It is not always possible for us 
to know the private policy of the British government 
without testing it out. 

3566. Sir Philip Gibbs : But it is not really a private 
policy, because licences are only refused with regard 
to embargoes that have been made public in most 
cases. 

Chairman: Oh, no; that is not correct. I 
think that they exercise their own discretion. 

Captain Ball : They exercise their own 

discretion. 

Chairman : Whether there is an embargo or 
whether there is not. 

Professor Gutteridge : I thought it was made 
clear that no reasons were given. 

Captain Ball : They never give reasons. 

3o67. Sir Philip Gibbs : There have been cases where 
an embargo has been publicly declared by this 
government. 

Captain Ball : Yes. 

^8. Sir Philip Gihhs: As against Italy and 

Abyssinia and Bolivia and Paraguay. 

Captain Ball : Yes. 

3569. , Sir Philip Gibbs: Can you assure me that 
you have not applied for licences to those countries? 

Captain Ball : Not since we were aware that 
the embargo existed. From the moment we know 
that an embargo exists we will not waste our time 
in applying for a licence. 


3570. Sir Philip Gibbs : Do you read the newspaners 

a good deal? ^ 

Captain Ball : Not very often. 

3571. Sir Ph ilip Gibbs : So you were probably un- 

aware that the Daily Expi-ess and the Daily Mail 
had published the fact that there was an embargo 
against Paraguay and Bolivia. ^ 

Captain Ball : I do not road either of those 
papers. I would not be contaminated. 

Chairman: I think we are travelling rather 
wide. Sir Philip. 

Sir Philip Gibbs: Yes, I think we are. 

3572. Sir Thomas Allen: Did I understand you to 
say that large quantities of British rifles" .were 
stocked in various countries in Europe? 

Captain Ball : Yes. 

3573. Sir Thomas Allen : On whose account are thev 
stocked ? 

Captain Ball : They are in the hands of various 
governments. 

3574. Sir Thomas Allen: The British government? 
Captain Ball : No, they are in the hands of 

foreign governments. 

3575. Sir Thomas Allen : I am speaking now of 
British stocks. 

Captain Ball : There are stocks that were made 
for use by the British army, that were either con- 
ceded, or lent, or given to other powers during the 
world war. This country abandoned 50,000 new rifles 
in Italy when the War finished, 50,000 rifles that 
had been paid for by the British government were 
abandoned in Italy by the British government. 

3576. Sir Thomas Allen : And they are at the dis- 
posal of the British government? 

Captain Ball: No; they were disposed of by 
the Italian government. 

3577. Sir Thomas Allen: Outside Italy? 

Captain Ball; Yes, they are outside Italy now, 

but they were sold by the Italian gov'ernment to 
another power. 

3578. Sir Thomas Allen : Have you at any time 
sold any of those ? 

Captain Ball : I beg your pardon. 

3579. Sir Thomas Allen : Are any British stocks on 
the continent at your disposal? 

Captain Ball : There are stocks of British rifles 
at our disposal ; we can buy them if we go up with 
the money. 

-3580. Sir Thomas Allen: You can draw upon those? 

Captain Ball : We can draw if we like to pay 
for them. 

3581. Sir Thomas Allen: Without going to England? 
Captain Ball : Yes. 

3582. Professor Gutteridge : Have you had any 

dealings with Hungary? 

Captain Ball: None. It is on the ijrohibited 
list, under the Treaty of Versailles. 

3583. Professor Gutteridge : You have had no deal- 
ings with them? 

Captain Ball : None. 

3584. Professor Gutteridge : I want to be clear about 
one thing. Hotchkiss guns were mentioned and I 
think you said you had at one time a direct agree- 
ment with the War Office with regard to those guns. 

Captain Ball : Yes. 

3535. Professor Gutteridge : Is that agreement still 
continuing? 

Captain Ball : It has been renewed in another 
form. It was renewed in January, until next June. 
3586. Professor Gutteridge: You mean this January? 

Captain Ball : It still exists and it continues. 

It is a means of offering me some sort of compensa- 
tion for the payment of £2,350 that is money down 
the drain as far as I am concerned, because the War 
Office conceded to us the sole selling rights of this 
gun in return for that payment, and on every occa- 
sion when we attempted to sell them we were pre- 
vented from selling them. Whenever we were offered 
money with the order we were prevented from ship- 
ping them by the imposition of an embargo by the 
Board of Trade. 
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3587. Professor Gutteridye: Those guns are in this 

country? . , . 

Captain Ball : They are in this country. 

3588. Professor Gutteridye : Are the Americans 

engaged in this second-hand arms trade? 

Captain Ball : Oh, yes. 

S589. Professor Gutteridye: They had a large 

surplus stock ? 

Captain Ball: They had very large stocks. 

They had more than England. 

3590. Professor Gutteridye : Is there very fierce com- 
petition in this trade of yours? 

Captain Ball : Not very much. 

3591. Professor Gutteridye : There are not very many 
dealers ? 

Captain Ball : Not very many. 

3592. Professor Gutteridye : I suppose you are really 
what I should call a sub-hroker in these 
transactions. 

Captain Ball : Yes. 

3593. Professor Gutteridye: You do not hold the 
stock yourself; you go round and get orders? 

Captain Ball : If we get an order we run 
round and take it up. 


3.594. Sir Philip Gibbs : What port do you use for the 
shipment of your goods in Belgium from Liege? 
Captain Ball: Antwerp, usually. 

3595. Sir Philip Gibbs : And since the imposition of 
a licence .system by the Belgian government do you 
use any other port— free port? 

Captain Ball : No. 

3596. Sir Philips Gibbs: They mostly go from 

Antwerp ? 

Captain Ball: Mostly from Antwerp. 

3-597. Professor Gutteridye: What about Hamburg? 
Captain Ball : No. 

Professor Gutteridye : Hamburg is a free 

port. 

3598. Dame Bachel Crowdy: Do you ever ship any 
on consignment? 

Captain Ball : We might ship half a dozen 
samples on consignment, but in quantities, no. 

:1599. Chairman : Is there a large stock of surplus 
still in this country undisposed of? 

Captain Ball : A very large one. 

Chairman : Thank you. 


{The witness withdrew.) 
{Adjourned.) 


APPENDIX 1. 

STATEMENT “SUBMITTED BY MESSRS. IMPERIAL CHEMICAL 

INDUSTRIES LTD. 
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The following Schedule contains particulars relating to all the companies mentioned in the diagram entitled 
“ The Foreign Connections of Imperial Chemical Industries Ltd.”, which was submitted to the 

the Union of Democratic Control and reproduced as Figure 2b appended to the Mmutes of Evidence, 7th and 8th Da^s 
The schedule indicates the nature of the connection (if any) existmg between each company and Messrs, imperia 


Chemical Industries Ltd. 


Company. 1 

Particulars. 

Australia. 

Nobel Australasia Limited ... 

Brunner Mond (Australia) Ltd 

Standard Ammonia Company of Sydney. 

■ 

Wholly owned subsidiary of Imperial Chemical Industries of 
Australia and New Zealand in which I.C.I. owns 91-75 per cent. 
Manufacture and sale of mining explosives and kindred products ; 
no military products. 

Wholly owned subsidiary of Imperial Chemical Industries of 
Australia and New Zealand in which I.C.I. owns 91-75 per cent. 
Sales company : no military products. 

Wholly owned subsidiary of Imperial Chemical Industries of 
Australia and New Zealand in which I.C.I. owns 91-75 per cent. 
Ammonia manufacturmg company ; no military products. 

Africa. 

African Explosives & Industries Ltd. 
Cape Explosives Works Ltd. 

Magadi Soda Co. Ltd. 

An associated company of Imperial Chemical Industries Ltd.; 
percentage holding 50 per cent. 

Manufacture and sale of mining explosives, fertilizers, insecticides, 
etc. ; no military products. 

Non-operative ; subsidiary to and wholly owned by African 
Explosives & Industries Ltd. 

An associated company of Imperial Chemical Industries Ltd. ; 

percentage holding 26-9 per cent. 

Manufacture and sale of alkali ; no military products. 

Japan. 

Brunner Mond (.Japan) Ltd. 

A subsidiary company of Imperial Chemical Industries Ltd. ; 

percentage holding 99-28 per cent. 

Own sales organisation ; not manufacturers. 

China. 

Brunner Mond (China) 

A subsidiarv company of Imperial Chemical Industries Ltd. ; 

percentage holding 98 - 87 per cent. 

Name recently changed to I.C.I. (China). 

Sales company only ; not manufacturers. 
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Company. 

Pabticulaes. 

India. 

Brunner Mond (India) Ltd 

A subsidiary company of Imperial Chemical 
percentage holding 99-68 per cent. 

Name recently changed to I.C.I. (India). 

Sales company only ; not manufacturers. 

Lidustries Ltd.; 

Austbia. 

Bickford & Company A. G. ... 
Belsium. 

A subsidiary company of Imperial Chemical Industries TtH . 
percentage holding 88-44 per cent. = 

Manufacture and sale of safety fuse and hghtning fasteners. 


Cartoucherie Beige 

Societe Anonyme D’Arendonok 

Ancierme Fabrique de Meches de Vise 

Barbier Group (Explosives) 

Comptoir Beige des Engrais Azote ... 

Poudreries Reunies de Belgique 


Societe Anon, de D 3 ?namite de Matagne 

Soc. Anon, de la Poudrerie de Camelle 
Poudrerie Royale de Weteren Cooppall 
Societe Beige de la Dynamite Nobel 
Solvay et Cie ... 


Spain. 

Union Espanola de Explosives 


Czechoslovakia. 

Czechoslovak Explosives Ltd. 

Nobel Bickford A.G. Trencin 


Eeancb. 

Etablissement Kuhlmann 


Societe Centrale de Dynamite 
Comptoir Franjaise de L’Azote 


Uasale Ammonia Company 


Davey Bickford Smith & Company . . . 
Compagnie Continentale de Pegamoid 

■Cartoucherie Franjaise 


Non-existent. 

^ mvestment of I.C.I. Percentage holding 29-89 per cent 
Manufacture and sale of mming explosives ; no military products 
^ mvestment of I.C.I. Percentage holding 41 • 66 per cent 
Manufactoe and sale of safety fuse for mining purposes only- 
no military products. <=> r xf xjiuy , 

We have an agreement with this company on industrial explosives 
No mihtary products. ^ 

No direct coimection. Members of International Nitrogen Cartel 
of which I.C.I. also members. ’ 

Fertilizers only. 

I.C.I. has an agreement with this company belonging to the Beleian 
SpyosivL^^^'°**^^^ manufacturers regulating sales of industrial 

The company has recently undertaken the pelleting of TNT 
or mihtary purposes, but I.C.I. has no arrangement with them 
m this connection. 

I.C.I. has an agreement with this company belonging to the Belgian 
e^yosivM manufacturers regulating sales of industrial 

No military products. 

I.(M. has an agreement with this company belonging to the Belgian 
group of explosives manufacturers regulating sales of industrial 
explosives, militaiy products. 

I.C.I. has an agreement with this company belonging to the Belgian 
group of explosives manufacturers regulating sales of industrial 
explosives. No military products. 

I.C.I. has an agreement with this company belonging to the Belgian 
group of explosives manufacturers regiilating sales of industrial 
explosives. No military products. 

Commercial and technical agreement relating to manufacture and 
sale ol alkah products ; no military products. 


We have a patents and processes and sales agreement with this 
company covering mainly industrial products. The agreement 
excludes I.C.I. from sellmg mihtary explosives and powders 
in bpanish territory, and vice versa. 

I.C.I. investment of 1 per cent. 


An I.C.I. investment of 32 per cent. ^ 

Manufactures primarily industrial explosives and some military 
explosives. 

An I.C.I. investment of 25 per cent. 

Manufacture and sale of safety fuse for mining purposes only ; no 
military products. ° ^ x- j > 


There are a number of agreements with Kuhlmann relating to 
sodium sulphide, saltcake, dyestuffs, resins, nitrochalk, etc. ; 
no military products. 

t'p or agreement ; no militaiy products. 

.0.1. has no direct association with this company, who are members 
ot the International Nitrogen Cartel. 

Fertilizers only. 

This probably refers to an agreement long since expired between 
t IS company , Soc. Itahana Richerche Industrial and the United 
AUiali Co. relating to use in U.K. of Casale process of manufacture 
ol ammonia. 

No mvestment in or agreement with this company. 

An I.C.I. investment of 4-63 per cent. 

Leatheroloth producers ; no military products. 

An I.C.I. investment of 23 • 33 per cent. We also have an agreement 
with them governing the manufacture and sale by them under 
licence of sporting cartridges and cases ; no military products. 
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Company. 

Particulars. 

Switzerland. 

Durand & Huguenin 

We have agreements with this company covering licences to British 
Dyestuffs Corpn. to manufacture certain dyes. 

Dyestuffs makers ; no military products. 

'Germany. 

Rlieinisch Westfalisohe Sprengstoff A.G. 

We have an agreement with this company relating to licences in 
respect of tetrazene cap compositions for sporting ammunition, 
and detonators. 

Deutsche Solvay Works 

No agreement with this company. 
Alkali products only. 

I.G. Farbenindustrie 

An I.C.I. investment of 2-7 per cent. We have also agreements 
with this company covering various industrial products, but not 
military products. 

Westfalisohe Anhaltischen Sprengstoff A.G. 
Dynamit Aktiengesellschaft ... 

We have no agreement with this company. ^ 

We have a patents and processes and sales agreement with this 
company covering industrial explosives only. 

No military products. 

Norway. 

Norsk Sprengstoff Industrie 

We have an agreement with this company relating to the sales of 
and agency for sporting ammunition and accessories for use with 
industrial explosives. 

This company makes T.N.T. but no agreement or rmderstanding 
exists with them on any military product. 

Italy. 

Sooiete Italiana Richerche Industrial 

See under France— Casale Ammonia Company. 
No military products. 

Monteoatinl 

We have an agreement with this company relating to ureaformalde- 
hyde resins and moulding powders. They are members of the 
International Nitrogen Cartel of which I.C.I. are also members. 
No mihtary products. 

Hungary. 

The Hungarian Explosives Company 

An I.C.I. investment of 12 per cent. 
No military products. 

Roumania. 

Roumanian Explosives Company. 

An I.C.I. investment of 20 per cent. 
No military products. 

Chile. 

Compania Sud- Americana de Explosives. 

An I.C.I. investment of 42-39 per cent. 
No mUitarj' products. 

Argentina. 

Cartuoheria Orbea Argentina 

Subsidiary company of Industrias Quimicas Argentinas Duperial 
S.A., which is an associated company of I.C.I. — ^percentage 
holding 50 per cent. 

This company is equipped, if desired by the Argentine government, 
to make small arms ammunition. 

Canada. 

Canadian Industries Ltd 

An associated company of I.C.I. Percentage holding 44-19 per cent. 

U.S.A. 

Dyestuffs Corporation of America 

Allied Chemical Company 

No mvestment in or agreement -with this company. 
An I.C.I. mvestment of 0-47 per cent. 

No military products. 

North American Chemical Company 
Roessler & Hasslacher Chemical Company ... 

No investment in or agreement with this company. 
Subsidiary company of E.I. du Pont de Nemours. 
No military products. 

General Motors Corporation ... 

Motor car manufacturers ; no militarj' products. 
An I.C.I. investment of 0-89 per cent. 

E.I. du Pont de Nemours 

We have a patents and processes agreement with this company 
covering chemical and other products made by the parties, 
but excluding military products. We have also a purely sales 
arrangement on military explosives and powders. 

An I.C.I. investment of 0-175 per cent. 
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APPENDIX 2. 

STATEMENT SUBMITTED BY MESSRS. IMPERIAL CHEMICAL 

INDUSTRIES LTD. 

(See QQ. 3150^3153.) 

The effect on I.C.I. if the export of substances of potential use in the manufacture of war 

MATERIALS WAS PROHIBITED. 


The following are the only products exported by 
I.C.I. which are considered capable of being used as 
raw materials for the production of substances for 
use for lethal purposes, although they have more 
definite and usual applications in industry : — • 

Nitric acid for the manufacture of explosives; 

Ammonium nitrate for the manufacture of 
explosives ; 

Nitrate of soda for the manufacture of nitric 
acid ; 

Sulphuric acid for the manufacture of 
explosives ; 

Chlorine for the manufacture of poison gas; 

Centralite for the manufacture of explosives; 

Dimethyl aniline for the manufacture of 
explosives ; 

Diphenylamine for the manufacture of 

explosives ; 

Glycol for the manufacture of explosives. 

Anhydrous ammonia for the manufacture of 
nitric acid. 

Ammonia liquor for the manufacture of nitric 
acid. 


It is not feasible to determine the effect which the 
abandonment of foreign trade in these products 
would have upon the retention of plant, but in 
general terms it is considered that our ability to 
dilute skilled labour in an emergency would be re- 
duced relatively to the proportion of workers displaced 
by the loss of foreign business. The following table 
shows, for each of the five years 1930 to 1934 inclu- 
sive, the value of and number of workers employed 
on these products which were sold outside the British 
Empire, together with the percentage reduction in 
our capacity for dilution : — 


Year. 

Foreign 

Sales 

Value. 

£ 

No. 

of 

Workers. 

Reduction of 
Dilution 
Capacity. 
Per cent. 

1930 

19,906 

4 

1-2 

1931 

125,195 

52 

13-2 

1932 

73,984 

30 

6-3 

1933 

67,024 

22 

4-3 

1934 

125,174 

61 

9-7 


(29226 (16)-U) Wt.l63— 1 37.t 3/.H8 P. at. G. 336 


S.O. Code No. 73-5-1^ 


ROYAL COMMISSION ON THE PRIVATE MANUFACTURE 
OF AND TRADING IN ARMS 


MINUTES OF EVIDENCE 


TAKEN BEFORE THE 


17 


ROYAL COMMISSION ON THE 
PRIVATE MANUFACTURE OF 
AND TRADING IN ARMS 

SEVENTEENTH DAY 

Friday, 7th February, 1936 

WITNESSES— 

On Behalf of the Society of British Aircraft 


Constructors, Ltd.:— 

Sir Robert McLean (Chairman). 

Mr. H. Burroughes, F.R.Ac.S. (Deputy Chairman). 

MR. C. R. Fairev, M.B.E., F.R.A6.S. (Member of Council). 
Mr. F. Handley Page, c.b.e., F.R.Ae.s. (Member of 
Council) . 

Mr. J. D. North, F.R.Ac.S., M.I.Ac.S. (Member of Council). 
Lt. Col. L. F. R. Fell, d.s.o., o.b.e., F.R.Ae.s., m.i.mech.e. 

(Member of Council) . 

Mr. C. V. Allen (Director) . 


PRINTED AND PUBLISHED BY HIS MAJESTY’S STATIONERY OEEICE 


Croicn Copyright Reserved 



LONDON 



80 Chichester Street, Belfast ; 
or through any Bookseller 


1936 

Price 26'. 6uf. Net 


ROYAL COMMISSION ON THE PRIVATE MANUFACTURE 
OF AND TRADING IN ARMS 


TEEMS OF EEFEEENCE — 

(1) To consider and report upon the practicability and desirability (both from 
the national and international point of view) of the adoption (a) by the United 
Kingdom alone, (b) by the United Kingdom in conjunction with the other 
countries of the world, of a prohibition of private manufacture of and trade in 
arms and munitions of war, and the institution of a State monopoly of such 
manufacture and trade. 

(2) To consider and report whether there are any steps which can usefully 
be taken to remove or minimize the kinds of objections to which private manu- 
facture IS stated in Article 8 (5) of the Covenant of the League of Nations to 
be open. 

(3) To examine the present arrangements in force in the United Kingdom 
relative to the control of the export trade in arms and munitions of war, and to 
report whether these arrangements require revision, and, if so, in what directions. 


MINUTES OF EVIDENCE 


TAKEN BEFORE THE 

ROYAL COMMISSION ON THE PRIVATE 
MANUFACTURE OF AND TRADING IN ARMS 

SEVENTEENTH DAY 
Friday, 7th February, 1936 


PRESENT ; 

Professor H. C. GUTTERIDGE, K.C., LL.D., M.A. (in the Chair). 

Sir PHILIP GIBBS, K.B.E. Sir THOMAS ALLEN. 

Dame RACHEL E. OROWDY, D.B.E., LL.D., R.R.C. Mr. J. A. SPENDER. 

Sir KENNETH LEE, LL.D. 

Mr. E. TWENTYMAN (Secretary). 

Mr. D. HAIGH (Assistant Secretary). 


Sir Robert McLean ; 

Mr. H. BmiROiJGHES, F.R.Ae.S.; 

Jlr. Charles Rich.ard Fairey, M.B.E., F.R.Ae.S.; 

Mr. Frederick Handley Page, C.B.E., F.R.Ae.S.; 

Mr. John Dudley North, F.R.Ae.S., M.I.Ae.E.; 

Lieut.-Colonel Louis Frederick Rudston Fell, D.S.O., O.B.E., F.R.Ae.S., M.I.Mech.E. ; 
Mr. Charles Valentine Allen ; 

representing The Society op British Aircraft Constructors, Ltd., 

called and examined. 


3600. Professor Gutterklge : I have been asked by 
the Chairman to express his regret that he has been 
detained, and to apologise for his absence. I tbink. 
Sir Robert McLean, the Society of British Aircraft 
Constructors, Ltd. is a representative body of the 
aircraft industry? 

Sir Bohert McLean: That is so. 

3601. Professor Guttenidgc: And you are accom- 

panied, I think, by a representative selection of 
people interested in tbe industry? 

Sir Bohert McLean: A’es. 

3602. Professor Gntteridge : Perhaps I might refer 
to them : Mr. Burroughes, who is a director of the 
Gloster Aircraft Company; Mr. Fairey, who is 
past president of the Royal Aeronautical Society 
and chairman and managing-director of the Fairey 
Aviation Company ; Mr. Handley Page, who is 
managing-director of Handley Page, Ltd ; Mr. 


North, who is managing-director of Boulton-Paul 
Aircraft, Ltd., and consulting engineer to the 
Director of Airship Construction, and a member of 
the Aerodynamic and Material and Chemistry Sub- 
Committees of the Aeronautical Research Com- 
mittee; Lieut.-Colonel Fell, who is a director of 
Armstrong Siddeley Motors, Ltd.; and the director 
of the Society, Mr. Allen. Is that correct? 

Sir Bohert McLean : Yes. 

3603. Professor Gntteridge: I think jmu have put 
in a written statement, and attached to that state- 
ment is an annex which indicates the member- 
ship of the Society, and another annex which 
shows who the members of the Council are? 

Sir Bohert McLean: That is so. 

3604. Professor Gntteridge : Will one of you read 
the statement? 

Mr. Alien read the following statement : — 


MEMORANDUM BY THE SOCIETY OF BRITISH AIRCRAFT CONSTRUCTORS, LTD. 


I. 

The Society of British Aircraft Constructors was 
incorporated, as a company limited by guarantee, 
in the early part of 1916. It is the representative 
trade body of the industry, and is submitting this 
memorandum in that capacity. 

There is given in Annex A* a list of the members 
of the society • as at the date of the submission of 
this memorandum, and it will be seen from this that 
there are three classes of membership, (i) ordinary 
members, (ii) associate constructors, and (iii) asso- 
ciate members. Ordinary members and associate 
constructors must be constructors of complete air- 
craft or complete engines or both, while associate 
members are suppliers of parts, materials, fittings 
and so on, or are engaged in some business which 
is ancillary to the aircraft industry. 

Under the society’s original constitution there were 
only two classes of members, (i) ordinary members 
and (ii) associate members. Recently it was felt 
desirable to make provision for the newer companies 
engaged in aircraft or aircraft engine construction, 
and accordingly the class of associate constructor 
was created. 


* See Appendix 1, p. 631. 


The ordinary members and associate constructors 
include every responsible British manufacturer of 
aircraft and aircraft engines; and the society is 
recognised by the Air Ministry as being fully repre- 
sentative of the industry. 

Linder its Memorandum of Association, the society 
has power to act generally as a representative body. 
It acts as an executive and consultative body 
but solely in such matters of principle as 
are the general concern of the industry. It 
does not intervene in the interests of individual 
members, nor does it deal with questions of prices 
or competition between individual members. 

Tbe Articles of Association of the society contain 
the provisions which are usual in the case of trade 
organisations; e.g., provisions as to election of 
members, the formation of sections of the society, 
the constitution of a council to control the affairs 
of the society and similar matters. Management 
of the affairs of the society is in the hands of a 
council consisting of individuals representing the 
ordinary members ; and a list of the present members 
of the council is given in Annex B*. In addition 
to the council there is a technical committee to which 


* See Appendix 1, P- 533. 
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are referred all technical matters, e.g., standardisa- 
tion, design and research questions. This technical 
committee is divided into an aircraft section and an 
engine section. There is also a jiilots’ technical 
committee, subsidiary to the technical committeej 
-n-hich deals with technical questions from the stand- 
point of the pilot. Ad hoc sub-committees of the 
council and of the technical committee are formed 
as and when required. 

In addition, the society has set up a civil air trans- 
port section to bring together the companies engaged 
in air transport for the discussion of problems of 
mutual interest. The society also set up an aero- 
drome owners’ section. 

II. 

The society came into existence during the War 
at a time of great and increasing activity in air- 
craft and aircraft engine construction and when the 
need of an organised representative body was felt. 
In point of fact, the incorporation of the society 
slightly antedated the formation of the first Air 
Board, followed, at the end of 1917, by the creation 
of the Air Council under the -\ir Force (Constitu- 
tion) Act, 1917. 

From the formation of the society until the 
termination of the War the activities of the society 
were naturally largely concerned with War pro- 
duction questions. It is perhaps sufficient to say 
on this subject that, towards the end of the War, 
the then Secretary of State for Air, the Rt. Hon. 
Lord Weir, was good enough to communicate* * with 
the society referring to the enterprise and courage 
of the industry and saying that the unity of the 
industry as embodied in the society had been of the 
greatest value to the Department of Aircraft Pro- 
duction; while the late Sir Arthur Duckham, then 
Director General of Aircraft Production, stated’* that 
he had had a long experience of the Ministry of 
Munitions, having been in it since its commencement, 
and that in no other department had assistance 
been given comparable to that given by manu- 
facturers to the Aircraft Production Department; 
and he expressed his appreciation of the work done 
by the society in assisting the Government to obtain 
so satisfactory an output of aircraft. 

At the end of the W’ar the membership of the 
society included many companies who came into air- 
craft and engine production solely for the duration 
and for the purposes of the War. These companies 
reverted to their pre-War activities, leaving some 3.5 
ordinary members whose interests were wholly or 
largely in the aircraft industry; but of these about 
one half ceased to be members of the society during 
the next two or three years, either going out of 
business altogether or taking up some other form 
■ of work. 

III. 

The society desires to lay before the Commission 
information as to the history of the industry so 
that the Commission may be in possession of the full 
facts; but this seems a convenient point at which 
to make certain preliminarj' observations. 

The question of what the size of the Royal Air 
Force shoidd be is a matter of high policy and is the 
responsibility of the Government of the day, in whose 
decisions the industry is bound to acquiesce. The 
society may, however, legitimately submit observa- 
tions on the question as to how the supply require- 
ments of the Government, whatever those require- 
ments may be, can best be met. 

It is imperative that the Royal Air Force should 
be equipped with the best possible aircraft and 
engines for the various purposes of the Force. That 
the industry has fulfilled the obligation of designing 
and supplying efficient machines is manifest; and 
experience has shown that the requirements of the 
Royal Air Force can only be effectively and 
efficiently met by private enterprise, free from what 

’ Letter from Lord Weir dated 14th October, 1918. 

* Letter from Sir Arthur Duckham dated 16th October, 
1918. 


the author of the official history, TFar in the Air, 
has referred to as “ the paralysing effect of 
official control.”” 

The society is not clear whether, under the Terms 
of Reference to the Royal Commission, it has to be 
assumed that the objections to the private manu- 
facture of arms referred to in evidence'* already 
submitted to the Commission are to be taken as 
proved, or whether they are to be considered as 
objections which have been stated and remain to 
be proved, so far as they are capable of proof and 
do not necessarily remain matters of opinion. 
Whatever the intention may be, the society declares 
that the general allegations made are without 
foundation, while such specific criticisms and com- 
plaints as have been formulated are based on in- 
accurate or incomplete information. 

IV. 

The society proposes in this section to give the 
Commission some information about the jire-War 
position, prefaced with the observation that it is 
apt to be overlooked that private enterprise had 
made considerable progress in aircraft design and 
construction before the War. The official history, 
TT'ar in the .lir, to which reference has already 
been made, says” that it is not easy to assess the 
national debt to pioneer aircraft constructors. “ A 
wealth of private enterprise laj' ready to the hands 
of the Government ” when the building of the air 
force began.” 

In 1907, after the Wright Brothers had 
demonstrated the practicability of heavier-than-air 
machines, they offered their invention to the 
British Government. The offer was declined both 
by the Admiralty and the War Office, the Admiralty 
expressing the view that the invention would be 
‘‘ of no practical use to the Naval Service.”* It is 
right to add that, later on, after private enterprise 
had taken up aircraft design and construction, the 
Admiralty did develop a close and helpful interest 
in aviation and its possibilities. 

Before the War, British military' aviation rested 
on a state organisation which had a threefold basis. 
Research was the province of the Advisory Com- 
mittee for Aeronautics (later called the 

Aeronautical Research Committee). Design and 
manufacture was the care of the Royal Aircraft 
Factory, with recourse to the industry for some 
manufacture of Government designed machines. 
Finally the Air Battalion of the Roj'al Engineers 
was envisaged as the user and operator of the air- 
craft thus produced. 

The Advisory Committee for Aei'onautics was ap- 
pointed by the then Prime Minis'ter in 1909* to 
superintend aeronautical investigations at the 
National Physical Laboratory and to advise on 
scientific problems arising in connection with the 
work of the Admiralty and War Office in aerial 
construction and navigation. The committee com- 
prised eminent scientists and representatives of the 
navj' and the army. The terms of reference to, 
and the composition of, the committee have been 
changed from time to time but these changes do 
not call for special note. 

The Royal Aircraft Factory had its origin in a 
Balloon Factory established in 1894.* The transition 
from balloon manufacture to aeroplanes began with 
the creation in 1911 of the Air Battalion of the Royal 
Engineers, consisting of a Headquarters Unit, No. 1 


* War in the Air, Vol. I, p. 162. 

* Minutes of Evidence, 10th Day, p. 258. 

” War in the Air, Vol. I, p. 121. 

* ibid., p. 143. 

* Letter dated 7th March, 1907, from the Admiralty, set 
out on p. 287 of Telegraphy, Aeronautics and the War, by 
Charles Bright, F.R.S.E. 

® Statements in House of Commons on 5th May, 1909- 
20th May, 1909. 

* War in the Air, Vol. I, p. 152, 
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Company (Airships and Balloons) and No. 2 Com- 
pany (Aeroplanes). This was the beginning of the 
Air Force such as we know it to-day. 

When the Air Battalion was formed the War Office 
was in possession of not more than six aeroplanes.*' 
These were of various foreign types, and not all 
were in a fit state to fly. The flying personnel of 
the Aeroplane Company consisted at the outset of 
two officers who had learned to fly at their own 
expense, while at about the same time the Ad- 
miralty gave permission for four naval officers to 
learn to fly, and they were taught to fly on British 
machines lent by a private owner.'" 

In the year 1936 pure research is still a respon- 
sibility of the Aeronautical Research Committee but 
design and manufacture of aircraft and engines have 
passed from the Royal Aircraft Factory to the 
industrj'. State design, ivhich first broke down in 
engines, failed signally to rise to the occasion and 
tolieep pace with designs produced by private enter- 
prise. It may be added that, except in Soviet 
Russia, every one of the great nations engaged in the 
design and iproduction of aircraft and engines places 
reliance on private enterprise. 

V. 

By the end of 1911 the Government considered 
that the future development of military flying could 
best be served by the formation of a separate ser- 
vice and in 1912 the Royal Flying Corps came into 
being." This consisted of a Military Wing, a Naval 
Wing, and a Central Flying School common to both 
wings. 

As regards equipment, the iiolicy of the War Office 
was, as "explained above, to concentrate design work 
in the hands of the Royal Aircraft Factory; and the 
officially designed B.E. biplane .was adopted by the 
War Office soon after its appearance. A number 
of British aircraft constructors were given small 
orders for the construction of this typo of aircraft. 

Opposed to this policy ivas that of the Air Depart- 
ment of the Admiralty. The Naval authorities en- 
couraged British constructors, so far as they could 
with the funds allowed, by buying and trying out 
examples of various iiromising types of British air- 
craft produced by private enterprise. Mie first 
machine to alight on water, the first machine to fly 
off the deck of a warship under way, the first suc- 
cessful seaplane, the first machine with folding 
wings, the first machino to carry a torpedo and the 
first machine to carry a 2-pounder gun— all these 
were produced by private enterprise before the \\ ar. 
Other privately designed aeroplanes established a 
British Duration Record, a British Height Record 
with one and two passengers, a World Height Record 
with three passengers and a World Duration Record 
■with seven and nine passengers. In 1913 a British 
flying-boat won the Alortimer Singer prize for the 
first amphibian to make successive landings and 
alightings on land and w’ater respectively, and in 
1914 a British seaiilane won the second contest for 
the Schneider Troiphy at Monaco in the face of what 
was considered to be most formidable French com- 
petition. This success created a very great impres- 
sion abroad although it attracted little attention in 
this country. 

As one example of the experimental work en- 
couraged by the Admiralty, reference is made to the 
Report on Experiments in 1911 on an Avro ‘ hydro- 
aeroplane ’’—with notes and suggestions for further 
experiments — which is printed as Ajipendix III to 
the book Airmen or Noahs by Rear-Admiial 
Murray F. Sueter, C.B., R.N., M.P., who at the 
time .was Director of Air Department of the 
Admiralty. 


ibid., p. 142. 

” ibid., pp. 193-195. 
ibid., p. 188. 
ibid., p. 124. 

" ibid., p. 198, et seq. 


The foregoing is no more than the briefest sum- 
mary of the activities of some of the companies 
in the design of aircraft, but it evidences the bold- 
ness of iirivate enterprise as opposed to, let us say, 
the caution of the War Office, and indicates the re- 
sources in design which were even then in the service 
of the industry. 

At August, 1914, there were twelve aircraft firms 
and the following summary may be of interest: 

Aircraft Manufacturing Co., Ltd.— This was 
founded in 1912 and acquired the British rights 
for Farman aeroplanes. Later, a factory was 
established at Hendon and in 1914 the company 
obtained the services of Captain Geoffrey de 
Havilland as chief designer, thus laying the 
foundations for the production of the well-known 
series of D.H. aircraft. 

Sir W. G. Armstrong Whitworth & Co., Ltd. 

— This company opened an aircraft departmeiR in 
1913 and manufactured a small quantity of B.E. 
biplanes for the War Office. 

A. V. Roe & Co., Ltd.— Founded in 1910 by 
A V Roe, this company produced the prototype 
of the machine which afterwards served as the 
standard training aeroplane. Several Avro 

biplanes of various types were sold to the 
Admiralty. 

Bdackburn Aeroplane Company, Ltd.— This was 
founded by Mr. Robert Blackburn who built his 
first aeroplane in 1910. Various types were pro- 
duced which did not interest the authorities. 

British and Colonial Aeroplane Co., 

Founded in 1910 this company organised flying 
schools at Larkhill and Brooklands and designed a 
number of military aeroplanes ; but the mily orders 
placed with the company by the War Office weie 
for B E.2 biplanes. It supplied several experi- 
mental aeroplanes to the Admiralty and produced 
a single-seat biplane known as the Bullet 
which was later bought in small quantities. 

Grah.ame White Aviation Co., Ltd.— Founded 
by Mr. Claude Grahame White in 1911, and in 
1913 acquired a licence for the Morane-Saulnier 

monoplane. . 

Hewlett and Blonde.iu, Ltd. — Founded in 1J13, 
it built B.E. aeroplanes for the War Office. 

Martins YDB, Ltd.— This company built its first 
aeroplane in 1908, and afterwards built successful 
monoplanes with notable performance which failed 
to find approval for service use. 

Handley Page, Ltd .-This company was 
founded in 1908 and devoted early experiments to 
development of inherently stable aeroplanes, both 
biplane and monoplane. Its only official 
tion was the placing of small orders for B.E./ 
biplanes by the War Office. 

Short Brothers, Ltd. — This company was 
founded for the construction of spherical balloons 
in 1898. In 1908 acquired the rights tor the 
Wright patents and in 1911 produced a successful 
British seaplane. With Admiralty encourage- 
ment conducted valuable experiments m the de 
velopment of naval aircraft. 

SopwiTH Avi.ation Company, Ltd. hounded in 
1911 it produced a notable series of aeroplanes 
which put up various records, and it supplied 
several experimental types of aircraft to the 

Admiralty. r i. + 

S. E. Saunders, Ltd. — This firm of boat- 
builders’ built hulls for Sopwith flying-boat and 
amphibious machines and received a small ordei 
from War Office for B.E. biplanes. 

J. Samuel White .and Sons, Ltd. This ship- 
building firm began the design and construction 
of seaplanes in 1912. 

Vickers, Ltd.— The aviation department of 
this company was founded m 1911 with the 
acquisition of the British rights for a French 
aeroplane. It built all-steel aeroplanes which 
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failed to interest the authorities; but it received 
small orders for B.E.2 machines from the War 
Office. 

So far, nothing has been said as to the pre-War 
position of aircraft engine design. The official 
policy, which did little to foster the aireraft designer, 
had most serious effects on the development of 
engines. Design and development of aircraft engines 
are very costly matters and it is hardly a matter for 
surprise that there was unwillingness to embark 
on expensive programmes of design which were 
likely — indeed inevitably so in view of the limited 
orders which would be forthcoming — to be a source 
of loss, particularly when it was known that the 
Royal Aircraft Factory was engaged in designing 
its own engine. Some further observations on the 
subject of engines will be found later in the section 
dealing with War-time production. 


VI. 


This, then, was the position in August, 1914, with 
the result that four Squadrons of the Royal Flying 
Corps took the field with 66 aeroplanes, almost 
wholly of French design or designed by the Royal 
Aircraft Factory and all fitted with engines of 
foreign design and make. It has been stated that 
113 aeroplanes were left at home, though with the 
exception of about 20, nearly the whole of these 
were worn out or unserviceable.*^ 

Until orders placed after the outbreak of the War 
began to materialise the flying services had to depend 
as best they could on existing equipment, augmented 
by the deliveries of Government-designed machines 
ordered before the War, and on whatever aeroplanes 
could be obtained from French constructors. Con- 
siderable reliance had to be placed on French sources 
of supply, particularly in engines, on which the 
British services relied solely for the first six months 
of the War. 


The Biitish aircraft industry accepted orders up 
to its maximum capaeity and set about expanding 
works. ^ Gradually the motor-car industry utilised 
its available resources to assist, turning its body- 
building departments on to fuselage and wing con- 
struction, followed by the coach-building trade, 
furniture makers, and scores of other firms whose 
manufacturing facilities lent themselves to the pro- 
duction of aeroplane components and accessories. 

While the Royal Flying Corps was forced to de- 
pend on only a fitful supply of aircraft- during the 
initial six months of the War, new designs of air- 
craft were being prepared by the British industry, 
but before the efforts being made could become 
effective, private enterprise in the service of the 
German Air Force produced the Fokker monoplane. 
This machine in the hands of some of Germany’s 
most able pilots gained a material and moral 
ascendancy over the Royal Flying Corps in the field, 
and the B.E.2c, which w-as bearing the brunt of 
work of the Royal Flying Corps, suffered heavily, 
^ Fokker first appeared there were sixteen 

R.b.C. squadrons in France, of which twelve were 
equipped with the B.E.2c.*“ 

Urgent demands were made by the R.F.C. in the 
field for the speeding up of the production of fight- 
ing aeroplanes and for efficient fighters, and 
early in 1916 new types were received in France 
which could counter the Fokker monoplane. The 
R.F.C. had meanwhile to pay a heavy price in 
the endeavour, with inadequate equipment, to carry 
out the work of helping the Army. Casualties 
mounted high and important Army reconnaissances 
and bombing raids often could not be completed 
TT shooting down of British aircraft. 
t.F.C. Headquarters laid down a rule that a 
machine proceeding on reconnaissance had to be 
escorted by at least three other machines; all had to 

p.’ I; 

ibid., Vol. Ill, p. 267. 


fly in close formation and the reconnaissance was 
not to be continued if any of the machines became 
detached. This had the effect of reducing the 
effective strength of the R.F.C. as although the 
variety of work required to be done for the Army 
did not diminish, many more aeroplanes had to be 
set aside for certain missions to the exclusion of 
others. 

Meanwhile, the Admiralty had continued to pursue 
its policy of encouraging private enterprise. It was 
in possession of satisfactory types of aircraft (easier 
and cheaper to build than those of Government 
design) and was urging the development of engines 
It was asked many times'* by the War Office to 
hand over machines to the Royal Flying Corps and 
on occasion did so,'« as, for instance, in the latter 
part of 1916 when a squadron of machines— all of 
private design— were made available by the 
Admiralty. This competition between the two 
services, coupled with the casualties in our Air Force 
and the effects of the early air raids on England 
gave rise to public agitation urging that some co- 
ordination should be introduced. An Air Committee 
under the Chairmanship of Lord Derby'® was *set 
up to prevent competition between the Services and 
to increase the output of machines by co-ordination 
of design and the placing of orders. This Committee 
had no executive powers and failed for lack of them. 
Its failure was followed by the appointment of a 
Committee known as the Burbidge Committee to 
investigate the position with regard to the Royal 
Aircraft Factory. The Committee reported®" on the 
12th May, 1916, setting out its conclusions, in- 
cluding the following : — 

(1) Such an experimental factory should be in 
existence .... the factory should be reorganised. 

(2) The \\ ar Office standard of efficiency as re- 
gards finished products was met. 

(3) The financial resources placed at the dis- 
posal of the Factory had been ample to allow 
experimental work to be exjpeditiously performed 
and should have placed useful data at the dis- 
posal of the War Office, Admiralty and private 
trade. 

(4) The organisation in non-productive depart- 
ments was liberal and on a scale unknown in 
private works. 

(5) Improvements possible in parts of the 
organisation and management. 

Next in historical order was the decision of the 
Government in May, 1916, to set up an Air Board 
under the Chairmanship of Lord Curzon.®' This 
Board had wider controlling powers but still no 
executive power and was unable to eliminate friction 
between the two fighting services. 

A further Committee was set up under the chair- 
manship of Mr. Justice Bailhache to inquire into 
the administration and command of the Royal Fly- 
ing Corps. This Committee in its report" dealt 
with a variety of matters and in relation to the 
Royal Aircraft Factory it reported that its con- 
tinued existence was essential but that it should 
not become a manufacturing establishment but 
should confine its activities to experiment and re- 
search, repairs and manufacture of spares. 

Early in 1917 a new and second Air Board was 
set up under the presidency of Lord Cowdray, and 
the responsibility of placing the actual orders for 
aircraft and engines was transferred from the 
Admiralty and War Office to the Ministry of 
Munitions. This release of the industry from com- 
petition between the two services and from nari-ow 
restrictions contributed to the successful outcome of 
the War. 


'* ibid., Vol. I, p. 472. 
ibid., p. 477, and elsewhere. 
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The complete elimination of reliance on foreign 
engines was wholly due to private enterprise. The 
Royal Aircraft Factorj^ which, as stated, had been 
engaged on engine design, gave it up and D. Napier 
tfe'cio.. Ltd., undertook development of an engine 
ba.sed on the work done by the factory. This model 
never came into extensive use and the company xiro- 
ceeded on its own lines. Rolls-Royce, Ltd., rejected 
the factory designs, which they considered were not 
on right lines. They produced highly successful 
engines of their own designs of which large numbers 
— many thousands — were built. 

Other companies designed engines based to some 
extent on foreign designs because of the reliance 
placed by the Government on foreign engine design. 

The total British production of aircraft and air- 
craft engines during the War was; — 

Aircraft ... ■■■ ••• 55,093 

Engines ... ... ••• 41,034 

(These figures may not be absolutely correct but 
they can be taken as sufficiently correct for present 
purposes.) 

These figures indicate the productive powers and 
elasticity of British industry in time of emergency. 
Indeed, the head of the German Army Air Sendee 
has referred^ to the utter impossibility of coping 
with the British programme of construction. 

It should perhaps be added that those companies 
who were called in to construct aircraft and engines 
designed by others were given every possible help 
and assistance by the designing companies. All 
resources were pooled ivith a view to the greatest 
possible production. 

VII. 

Evidence has been given before the Commission in 
relation to the change-over from Government-designed 
machines to those designed by private enterprise. 

Dr. Addison has informed the Commission-* that 
the constant development and progress in type which 
was made during the War was not made by the 
private firms, but that a central body was set up 
on which were “ representatives of the more alert 
private firms”. Dr. Addison’s recollection is at 
fault. There was no such central body. The 
machines produced by the designing firms were wholly 

designed by them. _ , w 

Reference has been made in particular to the B.E. 
machine designed by the Royal Aircraft Factory ; 
and it has been stated” that it showed a great 
advance in aeronautics and that it was a highly 
successful aeroplane. The industry agrees that it 
showed an advance in aeronautics, but it did not 
prove to bo a good service aircraft and its use lyas 
persevered with much too long. It was the machine 
which had to be used because owing to the policy 
of concentrating upon Government design, no other 
was readily available for the Royal Flying Coriis. 
When aircraft firms were given a free hand and their 
designs adopted for quantity production the lesults 
soon became obvious. 

One author-' in dealing with B.E. aircraft says: 
“ In the retrospect one can only regret that the 
machine was not roundly condemned. It might then 
have been scrapped and replaced by efficient machines 
earlier than it actually was and the tragedy of the 
Spring of 1917 when our outclassed B.E.’s were shot 
down wholesale might have been avoided ”. 

VIII. 

Dr. Addison further states” in his evidence that 
reliance on private manufacture proved to be in- 
sufficient and dangerous. There appears to the 
society to be some confusion here betw'een produc- 
tion by the maker and the method of ordering by 

German War in the Air. (Hoeppner.) 

-* Minutes of Evidence, 4th and 6th Days, p. 102. 

ibid., 7th and 8th Days, p. 167. 

ibid., p. 158. 

The Beginnings of Organised Air Power, p. 27. 

Minutes of Evidence, 4th and 6th Days, p. 79. 


the user. AVhen the country did rely on private 
design and manufacture of aircraft and engines, the 
production was forthcoming. 

It has further been stated-® that up to January, 
1917, the manufacture of aeroplanes was the busi- 
ness of a number of different departments ^the 
War Office, the Admiralty and the Air Board. What 
has not been pointed out is that this confusion was 
not the creation of the manufacturers. It was not 
their fault that the competing Air Services were 
not co-ordinated at an earlier date. It may not 
be a question of fault but simply due to the fact 
that the necessity for a combined Air Force was 
not appreciated by the Government so soon as it 
might have been, while the difficulties of such a 
change must have been considerable. But nobody 
now suggests that the Air Ministry should be 
abolished and that there should be a reversion to the 
old system of divided control. 

It is inevitable that reliance should be placed on 
private manufacture. In time of war the whole 
resources of the nation are required and it is 
inconceivable that in peace time the whole of the 
manufacturing organisations of the country could 
be organised on a war-time basis able to supply at 
a moment’s notice the whole of the anticipated re- 
quirements. This would lead to the result that the 
whole of the manufacturing resources would be con- 
tinually enmeshed in war-time production or waiting 
for it. The security of the nation in the War de- 
pended upon the manufacturing resources of the 
country, greatly expanded, of course, because the 
output demanded was overwhelmingly in excess of 
anything that had been visualised. 

If what is meant is that under similar circum- 
stances there would have to be some form of central 
body such as was brought into existence by the 
creation of the Ministry of Munitions, no one could 
possibly dissent, but it may be remarked that the 
backbone of the Ministry was the private indus- 
trialists who readily gave their services to co-ordinato 
and control production. 

IX. 

For the equipment of the Royal Air Force imme- 
diately after the War there was available a quantity 
of aeroplanes and engines in service, awaiting de- 
liverv or in production, only a very small proportion 
of which could be required. Certain new types of 
aircraft in production were abandoned for one reason 
or another while others were retained as current 

service types. , , , . i 

Consideration was then given to important tech- 
nical problems which the stress of war had hindered. 
The war life of an aeroplane was a negligible 
quantity but in peace the life of an aeroplane is 
considerably extended, and the question of main- 
tenance became of primary importance. Closely 
associated with this question was that of the avail- 
ability of materials. The War had shown that tor 
timber, the principal material used in the construc- 
tion of aircraft, this country had to rely entirely 
on overseas supplies, and the enorinous demands had 
resulted in the forced use of insufficiently seasoned 
wood. 

The natural trend, therefore, was towards the 
use of a material which was not only easily obtain- 
able in this country but one which was not sus- 
ceptible to the vagaries of climate Extensive 
research and experiment in the application of metal 
to aircraft construction was conducted, and in 
when the process of re-equipping the 
Force had been inaugurated, the first all-metal 
machines were ordered in quantity by the An 

^^The^^pi-ogress in the evolution of metal aircraft, 
however, was not rapid. The underlying prob eni 
was one of evolving methods of construction which 
although cheap and economical to make in small 
quantities, would be suitable for mass produriio^ 
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an emergency. This involved complex problems and 
co-operation between research, experiment and pro- 
duction. 

It is probably true to say that no particular form 
of metal construction can yet be said to be 
standardised because the design of the aeroplane 
structure and even the aeroplane itself is still in an 
indeterminate state. A principal requirement of an 
aeroplane of any type is lightness of structure weight 
to enable the biggest military or commercial load to 
be carried, and immense efforts have been directed 
towards the reduction of structure weight. Parallel 
with the development of the aeroplane, continual 
research has been made in the evolution of new 
materials which might contribute still further to the 
reduction of weight and increased life of the aero- 
plane. Apart from the development of suitable light 
alloys the production of special steels, particularly of 
the stainless type, has been eminently successful. 

A full account of post-War progress in aircraft 
design — both of civil and military types — would 
require a very long technical section of this memo- 
randum, and it is only practicable to refer to a few 
examples. The production of the Fairey “ Fox ” 
marked a great step forward in reduction of head 
resistance. The Handley Page “ Hannibal ” type 
brought a new conception of comfort and economy in 
air travel. The D.H. “Moth” showed the pos- 
sibilities of the light, low-powered machine. The 
system of metal construction devised by the Hawker 
Co. (the successors to the Sopwith Co.) marked a 
substantial advance in constructional methods and 
did much to simplify the problems of maintenance. 
The Short types of metal flying boats embodied 
fundamental advances in the design of large marine 
aircraft while the Supermarine “ Southampton ” 
class set a new world standard of performance for 
military flying boats. These, as stated, are merely 
examples. Designers generally have done outstand- 
ing work, as is frankly recognised throughout the 
world. At one time this country held all three of 
the world’s major flying records — speed, height and 
distance ; and foreign governments found it necessary 
to subsidise their constructors heavily to beat those 
records. The only big post-War international air 
contests — the Schneider Trophy series and the 
England-Australia races — ^were won by British air- 
craft, powered by British engines. 

There has been remarkable progress in the aircraft 
engine. The increased demand for performance has 
called for greater outputs without increase in weight 
and the weight /horsepower ratio has been enormously 
improved. Military efficiency has continually de- 
manded greater reliability and reduced fuel consump- 
tion. Reliability has been so improved that the 
modern aero-engine is now able to run for periods in 
excess of 500 hours between overhauls whereas as 
recently as ten years ago this figure seldom exceeded 
60 hours. 

The development of supercharging and gearing has 
also been noteworthy and has contributed to the 
remarkable increase in performance at height, climb, 
take-off and weight-carrying capabilities of British 
military aircraft. 

Further reference to the progress which has been 
achieved is made later under the heading of research 
and development. 

The progress which has been made in the design 
both of aircraft and engines since the War could best 
be appreciated by a comparison of the performance 
of typical aeroplanes in service in the Royal Air 
Force in 1926 and 1936. In this period of only ten 
years the complete change-over from wood to metal 
was achieved and aircraft performance enormously 
increased. 

X. 

The Commission has been informed”" that a new 
type of aircraft bearing the name of some aircraft 
firm which is submitted for testing by the Air 


Force i§ by no means the product of private in- 
dustry, but that it is the product in proportions of 
50-50 of state research and private enterprise in 
design. The statemenf” has also been made that 
the aeroplane is designed under close supervision 
from the Air Ministry to a fairly elaborate specifica- 
tion so that the industry is working with a great 
deal of state assistance and under very close super- 
vision. These statements are incorrect. 

Any aeroplane which is submitted for testing by 
the Royal Air Force is wholly the product of the 
designing firm. The Air Ministry issues to aircraft 
constructors a specification of requirements for a new 
type of aircraft. The duty of preparing this 
specification rests primarily on the Air Staff, which 
consults the technical department as to the pos- 
sibility of the requirements being met in the then 
state of the art ; and the specification of require- 
ments issued to the industry states the problem in 
broad outlines. Particulars of desired performance 
are given, as also are particulars of the military 
load and of the equipment for which provision must 
be made. It is then left entirely to the constructor 
to design aircraft which will meet these require- 
ments, subject to certain standard regulations as to 
airworthiness. 

A constructor is given a limited time within 
which to produce his ideas of a machine to meet 
the requirements, and these ideas are submitted to 
the Air Ministry. Committees of the Air Ministry 
examine the information laid before them and decide 
with which constructor or constructors an order for 
a prototype shall be placed, assuming it is decided 
to place any order at all. In due course the 
machines are delivered, to be subjected at Royal Air 
Force experimental stations to vigorous and search- 
ing tests of all kinds, and on completion of these 
tests the machine considered to he the best is, in 
theory, adopted for production ; but it does not at 
all follow that that machine will go into production. 
Aircraft design is still far from reaching stability. 
Rapid technical development leads to rapid changes 
in ideas and frequently machines have been con- 
sidered to be obsolete for one reason or another at 
an early stage. 

Now it has often happened that a constructor 
whose machine has not been adopted for production, 
or indeed whose preliminary ideas have not been 
accepted, has had the courage of his convictions and 
has built a machine which in his opinion, having 
regard to his knowledge and experience of service 
needs, is superior to any machine which complies 
strictly with the specification of requirements. 
Such an aircraft is known as a “ private venture 
machine ” and is designed in accordance with the 
designer’s own specification. Over the last ten 
years one in every three private venture machines 
built has been adopted for production by the Royal 
Air Force, ivhereas in the case of prototypes built 
to comply with Air Ministry specifications of require- 
ments only one in six has been accepted for pro- 
duction. This is not in the least any criticism of 
the Air Ministry. Indeed, it is rather the reverse, 
because it indicates that the Air Ministry is recep- 
tive to new ideas and is prepared to acknowledge 
the superiority of a private venture design over a 
design which complies with Air Ministry specification 
of requirements. 

In the case of engines the designer sets his own 
standard and in effect prepares his own specifica- 
tion, which is submitted to the Air Ministry for con- 
sideration if the engine is of a type for which 
Government orders are sought. The initiative rests 
with the designer. 

The explanation of the pre-eminence of the 
industry is that it retains its spirit of imagination 
and adventure. It knows what it can do and desires 
to provide the Royal Air Force with the best pos- 
sible aircraft embodying the latest knowledge of the 
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art. But for private venture machines the equip- 
ment of the Royal Air Foi-ce to-day ivould be 
much less efficient than it would have been if the 
equipment had been restricted to machines which 
simply met the requirements of the specifications 
and did not go beyond them. 

Solution of the problems of design of military air- 
craft involves the incorporation of the lessons of ex- 
perience in the field as well as provision for rapid 
proiluotion in emergency. The aircraft industry has 
proved again and again its ability to overcome the 
difficulties of one of the most complex problems in 
engineering. 

Examples could be given of machines which, de- 
signed to fulfil the requirements of an Air Ministry 
specification have, by virtue of the advances in 
research and design made by constructors, actually 
given xierformances much more efficient than the 
requirements laid down by the Air Alinistry. This 
is indicative of the great extent to which the ideas 
of a coni))etitive industry can outrun those of a 
government department. It would probably be ad- 
mitted by the higher ranks of the Royal Air Force 
that the revolution in performance which has been 
brought about by private enterprise has entirely 
altered the conception of air strategy and the 
mobility of the Air Force. 

It will be understood that the problem which has 
to be faced by the constructor is not simply the 
production of a single prototype aircraft. At every 
stage of the design the question of cost and means 
of production has to be weighed. The contractor 
is thus faced with the interwoven problems of 
efficiency in design and possible rapid production in 
numbers, although in fact he is in the first instance 
constructing only one or two machines. These are 
problems so difficult that they demand the very 
highest qualities of engineering skill, combined with 
long experience. 

The question of supervision needs explanation. 
It has been made clear that the constructor and the 
constructor alone is responsible for design. There 
had, however, grown up a system under which de- 
signs and the technical details thereof had to be 
sent to the Royal Aircraft Factory (now called the 
Royal Aircraft Establishment) for checking the 
calculations submitted by the designer, as evidence 
that the requirements of structural strength, etc., 
had been fulfilled. By some date after the War a 
large Airworthiness Department existed at the Royal 
Aircraft Establishment to do this work and this led 
to congestion and consequent intolerable delay. The 
ride was that no machine could be flown until the 
calculations had been passed by the Royal Aircraft 
Establishment. Meanwhile, the constructor pro- 
ceeded with construction at his own risk, and in 
practice this “ checking ” work was frequently not 
completed until the machine was almost ready to 
be flown. 

Tbe position created by this centralised control 
showed signs of getting even worse ; and the Air 
Ministry accordingly arranged with the industry 
that each constructor should install and maintain 
a department which would do all the work formerly 
done at the Royal Aircraft Establishment. This 
department was, and remains, under the control of 
the constructor and is maintained at bis expense ; 
but at each main constructor’s works there was in- 
stalled an Air Ministry “ Resident Technical 
Officer ” charged with the duty of seeing that the 
constructor was carrying out the system in accord- 
ance with the requirements laid down by the Air 
Ministry. This officer was authorised to make 
such checks from time to time as would enable him 
to determine whether the regulations were being 
observed. 

This procedure led to a great deal more freedom, 
and avoided much of the unnecessary delay under the 
old procedure; but, even so, it was found that 
difficulties arose. It is sometimes necessary for minor 


departures to be made from the original drawings 
in order, for example, to facilitate manufacture; 
and if the Resident Technical Officer considered that 
these departures should not be allowed or if he 
merely had some doubt on the point, he referred 
the matter to the Air Ministry for approval. (The 
extent to which this was done depended on the 
personality of the individual officer.) This involved 
reference to a number of officials at the Air Ministry 
with the result that considerable delays still occurred. 
The procedure has now been further inodified with 
the result that the constructor may, if he wishes, 
ask advice from Air Ministry departments through 
the Resident Technical Officer, but the ^ constructor 
is at liberty to accept or reject the advice so given 
and it is laid down that the constructor is the 
person responsible for the design and production 
of the machine and that any advice which may be 
given by the Air Ministry is without any acceptance 
of responsibility. 

In the same way there has been considerable 
modification in the procedure of inspection. During 
the War all inspection work was done by the Aero- 
nautical Inspection Department who, at the end 
of the War, had no less than 11,000 officers engaged 
in inspecting detailed parts as well as the complete 
article. It was recognised in course of time after 
the War that resironsible constructors were fully 
competent to undertake inspection and in fact had 
inspection systems which duplicated the work. It 
was therefore arranged to throw the whole re- 
sponsibility for inspection on the constructor, subject 
to an overriding check by an Air Ministry inspector 
for the purpose of ensuring that the standard of 
inspection is maintained. This scheme has effected 
great economy in the cost of inspection ; and the 
principle has been extended to the manufacture of 
accessories and materials. 

These procedures have largely abolished the ex- 
pense and delays which arose and were increasing 
under the system of centralised control and have 
made for economy in production. The society believes 
that the Air Ministry would agree that the system 
has worked well and that constructors have faithfully 
co-operated for the purposes of ensiiring the success 
of the system. Further decentralisation is being 
iHirsued, it being recognised that rapid production 
is essential and can only be achieved by decentralisa- 
tion and throwing responsibility on the constructors. 


XI. 

It has also been stated”” that it is quite obvious 
that the kernel of the industry ought to be the 
research department. The society must emphatically 
disagree with the proposition. The society must also 
contradict the statement”” that the aircraft indus- 
try does little research. 

Research is undertaken at (n) government estab- 
lishments, and (ft) constructors’ works. 

So far as concerns government establishments, 
research is undertaken by the National Physical 
Laboratory and by tbe Royal Aircraft Establishment 
I’he programme of work to be done at the National 
Physical Laboratory is settled by the Aeronautical 
Research Committee (to which reference has already 
been made) after consultation with the Air Minis- 
try the Royal Aircraft Establishment and this 
society. The Aeronautical Research Committee 
superintends this work. 

The programme of research work at the 
Aircraft Establishment is settled by the -\ir Rliuis- 
trv though the Aeronautical Research Conimittee 
may make recommendations regarding this pro- 
gramme. 

There is considerable contact between the National 
Physical Laboratory, the Royal Aircraft Establisi- 
ment and the industry. Regular meetings are held 
between the Aeron autical Research Committee an 
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representatives of this society and the society is 
appreciative of the helpful attitude of the Committee. 
The programme of research drawn uip by the Aero- 
nautical Research Committee is discussed with the 
society’s representatives who may make suggestions 
for other fields of research ; and perusal of the 
minutes of these meetings would show that there is 
frank discussion. Information and ideas are sub- 
mitted by the industry ; the problems involved are 
discussed, and the position is explored with a view 
to determining the best lines of investigation. Not 
a few of the publications which have been issued owe 
a debt to suggestions and advice from the aircraft 
industry. 

There is, both at the National Physical Labora- 
tory and at the Royal Aircraft Establishment, 
apparatus of a kind which could not be economicallv 
provided by an individual constructor because no 
constructor requires to keep such apparatus in con- 
tinuous employment. It was at one time proposed 
to set up a British Aircraft Research Association 
by arrangement with the Department of Scientific 
and Industrial Research but in view of the fact 
that such an association could not embrace the whole 
of the work which has to be done at the National 
Physical Laboratory and the Royal Aircraft Estab- 
lishment the research work there covering arma- 
ment and other problems outside the scope of the 
work of the industry — it was felt to be neitber 
advisable nor economical to duplicate the' organisa- 
tion. Where, however, a constructor can usefully 
employ research apparatus he has installed it, and 
constructors have wind tunnels, tanks, mechanical 
and chemical laboratories adequately staffed and in 
constant use. 

There is an enormous difference between, on the 
one hand, research and development work done at 
research establishments, the correctness of the 
results of which is a matter of argument or opinion, 
and, on the other hand, research and development 
work as embodied in design of actual aeroplanes, 
when its applicability to the design in which it is 
embodied is proved or otherwise by the tests on the 
aircraft. The problem of aircraft design is not 
solved by logical deduction from exact data. The 
data do not exist, while the logical nrocesses are 
not available, principally because the' number of 
variables is too great. Aircraft design is an art 
and not a science and the point is soon reached when 
the resources of science break down and the creative 
genius of the designer in the exercise of his art be- 
comes paramount. It is a creative art in the sense 
that the designer must be able to visualise the whole 
conception of the aircraft which he is designing — 
performance, outward form and internal .structure. 
Fundamental research work is a good general guide 
but there is a gulf between the published data at the 
dis^sal of the designer and the finished aircraft. 

If it were not for the large amount of ad hoc ex- 
perimental work done by constructors the gulf be- 
tween published research and practical design would 
not be bridged. 

Design units that are too large or hampered by 
restrictions are undesirable. Flexibility is necessary 
tor rapidly changing conditions; and past experience 
A\ hicn Jed to the system under which constructors are 
approved for design, as set out above, shows that 
tho necessary degree of flexibility cannot be found 
m a government department where the necessity 
for avoiding individual responsibility results in a 
multitude of restrictions, regulations and instructions 
iihich IS a poor substitute for the judgment of a 
competent engineer in any particular set of circum- 
stances. 

The problem of aircraft construction, using the 
word in the sense in .which it refers to the design 
and building of what is known as the “ airframe,” 

1.S one .which lies apart altogether from considera- 
tions of technical information such as may be sup- 
plied by research departments either of the Govern- 
ment or of individual firms. Advances in design de- 
pend on the highest development of technical skill and 


such advances can only be brought about by the 
close co-operation of a board of directors who in 
the belief that in the end the experiment may be 
justified and enterprise rewarded, are prepared to 
back daring and sometimes hazardous schemes which 
may or may not show an adequate return for the 
money expended, and to support, through barren 
years of development and research, men who may 
fail. All this calls for team work and freedom from 
restrictions. 

It has been said that designers work on the basis 
of an immense amount of research and experimental 
work conducted by the Air Ministry and the Depart- 
ment of Scientific and Industrial Research and the 
suggestion is made as though no other material were 
available. In truth publications comparable with 
those issued by the Aeronautical Research Committee 
are obtainable from reports issued in other countries. 
Some of these are of high value and cover new 
ground; and designers find it necessary to maintain 
a close survey of these foreign publications. The 
published reports in this and other countries form a 
common pool of knowledge available to designers in 
all countries. Much of the work covered by these 
reports is of a fundamental scientific character and 
a large amount of further work by the industry is 
necessary to make it applicable to purposes of design 
and construction. 

A very large amount of scientific and aerodynamic 
research has been and is done by the aircraft in- 
dustry. The development of tiie Handley Pago 
slotted wing, the Frise aileron, the de Havilland 
differential aileron control, and the retractable 
undercarriage — to mention a few important develop- 
ments only — was due to research by firms in tlie in- 
dustry. So was the general theoi-y and technique of 
metal construction and much experimental work 
relating to the problem of aerodynamic interference. 
Recently, announcements have appeared in the press 
on the subject of “ geodetic ” construction, a system 
of aircraft building developed entirely at the co.st 
and initiative of an aircraft manufacturer which 
marks an important stage in reduction of structure 
weight. In view of the official desire for secrecy the 
society is not at liberty to add to the information 
already published on this subject. 

Frequently tbe industry has pursued research in 
spite of official indifference, and even discouragement. 
Since specific reference has been made”'' to the slotted 
wing invention it should be explained that auto- 
matic operation of the wing slot was achieved by the 
inventor after official research into the same problem 
had failed. 

Much research work has also been done by engine 
designers, and the work is going on continuously. 
More than one of them has more single-cylinder 
units running than the Royal Aircraft Establishment, 
and it is on single-cylinder units that aero engine 
research work is really effected. The research pro- 
gramme covers an extensive programme embracing 
supercharger development, induction systems, 
exhaust turbo blower drive, exhaust systems, etc. A 
specialised installation section deals with research 
work on engine cowlings and mountings and prob- 
lems connected with reduction of drag in relation 
to radiators for both coolant and oil services. 

One company has developed air-cooled sleeve valve 
engines, which would never have been done had tho 
matter depended on official action as the conclusion 
drawn from official research work indicated that the 
air-cooled sleeve valve cylinder was not a practical 
possibility. 

Development and research work on high tempera- 
ture cooling has been done solely by the industry 
and so has the development of petrol injection. 

Another important item on which a great deal of 
research work has been done by the engine manufac- 
turers is that of cylinder heads. Cylinder construc- 
tion and technique and the use and manufacture 
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of lead bronze bearings on both air and liquid cooled 
engines have been effected and produced as the 
result of research and development work by the 
private companies. 

Engines as at present produced for high speed 
and high altitude flying have been intensively de- 
veloped and are called upon to give high horse powers 
and maintain the same up to high altitudes to deal 
with present Air Force demands. The designer must 
also provide drives and various forms of control 
for variable pitch airscrew operation, supercharger, 
boost control, undercarriage pumps, vacuum pumps 
for blind flying, gun gear and a number of other 
operations. To achieve these results while main- 
taining a lower power /weight ratio has made it 
necessary for aircraft engine manufacturers to build 
up large and very costly design, research and ex- 
perimental departments; and to maintain these de- 
partments in a state of eflSciency, highly skilled and 
experienced personnel is essential. 

Although there is the keenest commercial competi- 
tion between manufacturers, arrangeinents are made 
for the mutual exchange of information on common 
technical problems through the medium of the 
society. 

No reference has been made to instruments, 
cameras and other details of equipment— each of 
them important items. Here again, private enter- 
prise has produced articles which need not fear com- 
parison with those produced in other countries. It 
would, perhaps, be tedious to give a list of the 
many items of equipment, all of which have to be 
designed and incorporated in the complete machine; 
and there are, as it will be imagined, examples 
which it would not be in the public interest to 
explain. There is a whole world of scientific devices 
in the final equipment of aircraft for the Royal Air 
Force. 

Standardisation of materials is effected through 
the medium of the British Standards ^ Institution 
which body, at the suggestion of the society, set up 
an aircraft industry section. That section works 
through committees on which sit representatives of 
the Air Ministry and of the branches of the in- 
dustry involved ; and the final specifications are 
approved by the society’s technical committee. 

XII. 

The export trade in military aircraft is conducted 
subject to general and particular principles laid don n 
by the Ministry. This extends to the publication of 
details of new aircraft and engines. 

For this purpose there are three categories or 
lists: The Secret List, the Part Publication List and 
the Open List. This covers not only the machine 
produced to meet an Air Ministry specification of 
requirements but also includes the “ private 
venture ” machines to which previous reference has 
been made. 

Aircraft on the Secret List remain wholly secret. 
No information of any kind may be given about 
them; indeed, their existence may not be mentioned. 

When a machine is transferred to the Part Publi- 
cation List certain general information about it may 
be disclosed and preliminary negotiations entered 
into with prospective foreign purchasers ; while 
machines on the Open List may, in iirinciple, be 
sold abroad without restriction. 

The decision as to the time when transfer from 
one list to another shall be made rests with the Air 
Ministry, though in general a machine is tra,nsferred 
from the Secret to the Part Publication List when 
it has made its first flight. 

Beyond these regulations the Ministry ^ exercises 
an overriding veto on foreign sales of military air- 
craft, including the grant of licences to manufacture 
abroad. This is in addition to the necessity for 
obtaining an export licence. It is assumed that the 


Board of Trade would not grant an export licence 
without reference to the Air Ministry, but in practice 
the matter is referred to the Air Ministry by the 
aircraft constructor direct in the beginning, and 
the constructor acts in accordance with the wishes 
expressed by the Ministry. 

No export licence is required in the case of a civil 
machine. 

There is a clear line of demarcation between a 
civil machine and a military one, subject to the 
observation that any civil vehicle may be used for 
war purposes. Just as an omnibus or an ocean 
liner may be used for the transport of troops, so 
might a civil aircraft be used for that purpose or 
for the transport of supplies. It could not, how- 
ever, (be used without modification as an effective 
war machine except in the absence of adequate 
aerial defence. A civil aircraft could be so designed 
that it could be converted into an effective war 
machine, but that would involve modifications of a 
major structural character, though comparatively 
minor modifications might be sufficient to convert 
certain classes of civil machines into useful war 
machines for such purposes as reconnaissance and 
photography. 

The total British export trade in 1934 of this in- 
dustry was about 26 per cent, of the productive 
capacity then devoted to Air Ministry work. That 
represents an important margin of reserve produc- 
tive capacity and in fact the margin of productive 
capacity is rather higher than that when all factors 
are taken into account. This trade is essential to 
an industry which is subject to considerable fluctua- 
tions in turnover. It provides employment and if 
this country lost the trade it would go elsewhere. 


xin. 

Observations, which are difficult to follow, have 
been made in the evidence regarding civil air 
transport. Lord Marley says== “ The British air- 
craft industry hy a process of national ignorance is 
immensely behind the aircraft industry in other 
countries ” though he goes on to say that that is 
“ not entirely ” the fault of the industry. Later on 
he says that in this country commercial flying has 
been allowed to drop “ so far behind ” because it 
has been left entirely to uncontrolled private enter- 
prise- and that even in military machines this 
country has got equally behind. He adds”' If you 
want efficient aeroplanes and no corruption you have 
got to nationalise your industry 

With respect, the statement that this country 
has got “ equally behind ” in military machines 
hardly calls for reply. It is answered by the equip- 
ment of the Royal Air Force and by sales abroad 
in keen competition with other countries. 

The association between corruption and efficiency 
is not understood; and therefore the society does not 
propose to deal with it. This part of the evidence, 
so far as regards civil aviation, seems to confuse 
construction with operation _ and to overlook the 
facts So far from commercial flying having been 
left to uncontrolled private enterprise it has b^n 
the policy of the Government to place the operation 
of all main routes in Imperial Airways, LM., and 
the constructors can only supply such aircraft as the 
operator is prepared to buy. It is not much use to 
point to the air service between New Yoik and Los 
Ann-eles as an example to be followed. Nothing can 
alter geographical facts; and there is no place in the 
world where any nation could establish an air ser- 
vice within its own territory comparable with the 
New York-Los Angeles route. Nor would any other 
nation be prepared to pay the vast sums paid to 
the United States Air Transport Companies. 


Minutes of Evidence, 7th and 8th Days ,p. 160 
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The evidence of Lord Marley on this phase of the 
matter is to some extent rebutted by the evidence’^ 
of Mr. Noel Baker who refers to the international 
restrictions from which civil aviation suffers. That 
is true. When the Versailles Treaty was being 
drafted a separate conference w'as held dealing with 
international aviation. This was attended by the 
then chairman of the society, who endeavoured to 
ensure that the restrictions on international flight 
should be modified so far as could be arranged and 
an International Commission on Air Navigation was 
set up from which considerable hopes were enter- 
tained. These hopes have not been justified for 
various reasons. 

While the society believes that there will he still 
greater and greater development in civil air trans- 
port it considers that that development will only 
come by way of freedom from restrictions and by 
education and demonstration. If by inter- 
nationalisation of air transport is meant inter- 
national control the society must say that it cannot 
visualise the satisfactory working of a body under 
international or League of Nations control; and the 
same remarks apply to a national body subject to 
international control. What in the opinion of the 
society is required is freedom from the international 
restrictions which at present hamper air transport. 

The progenitors of the present national transport 
company — Imperial Airways, Ltd. — were aircraft 
constructors, who, after the War, founded com 23 anies 
which started operations and ran services without 
subsidy on the routes London-Paris, London- 
Brussels and London-Amsterdam. They were Mr. 
Handley Page, who founded Handley Page Trans- 
port, Ltd., and Mr. G. Holt Thomas (founder of 
the Aircraft Manufacturing Co., Ltd.), whose trans- 
port company was Air Transport and Travel, Ltd. 
The system of subsidies introduced by the French 
Government made commercial competition economic- 
ally impossible, and eventually, after a British 
Government committee had reported, the then exist- 
ing companies were merged in Imperial Airways, 
Ltd. Pioneer work in Africa was done by another 
constructor, Mr. Blackburn. 

The society would add that it does not approve of 
the system of subsidies. It would prefer a system 
of payment for services rendered, e.g. for carriaee 
of mails. 

Mr. McKinnon Wood has suggested^* that 
nationalisation of production — apparently both of 
civil and military aircraft — should be worked into a 
scheme for the nationalisation of motor cars as 
public air transport should be worked into a unified 
national transport system. Since, hoivever, Mr. 
McKinnon M^ood does not deal with this scheme in 
his evidence, the society does not propose to com- 
ment on it. 

The society has done a great deal of work in con- 
nection with civil aviation and has done whatever 
it could to develop it. The society has, as stated 
in the beginning of the memorandum, an air trans- 
port section which brings together the companies 
engaged in that business, and it formed an aero- 
drome owners section covering owners of private 
and municipal aerodromes. 

XIV. 

A memorandum of this kind cannot deal with every 
detail of the evidence already given before the Com- 
mission. For example, the statement"” that the 
present indirect control of the industry by the Air 
Ministry is most ineffective and leads to inefficiency; 
and there are many other statements more or less to 
the same effect. The society submits that these 
statements — which are only matters of opinion un- 
supported by a shred of fact — are answered by the 
machines with which the Royal Air Force is equipped. 

Minutes of Evidence, 10th Day, p. 248. 

Aircraft Manufacture (published by New Fabian 
Research Bureau), p. 18. 

Minutes of Evidence, 7th and 8th Days, p. 214. 


XV. 

The Secretary of State for Air has recently stated^” 
that the price paid for defence should be regarded as 
a premium paid for peace. The industry prefers to 
regard its efforts in that light, but however that may 
be — and it must be a matter of opinion — there is no 
half-way house between efficiency and inefficiency. 

The history of the War shows that reliance on state 
design nearly led to disaster and that when state 
design and c-ontrol broke down it was the farsighted- 
ness of private enterprise which saved the situation. 
Reversion to state design or control in an industry 
which is obliged by progress in design and knowledge 
to cope with increasingly complex problems wmuld be 
a retrograde step and would gravely impair the air 
potentialities of the country. 

XVI. 

Although the Royal Air Force needs no testimonial 
from the society it would be ungracious not to record 
the admiration of the industry for the personnel of 
the Force which it is the privilege of the industry 
to equip. 

XVII. 

Certain allegations have been made with which the 
society must deal. 

It is stated-*" that the vested air armament interest 
has, by means of a long period campaign of pro- 
paganda, succeeded in leading the organised air 
interests of the country .to believe that the policy of 
air disarmament is foolish, impracticable, and detri- 
mental to British interests. This complaint is mainly 
based on the statement*" that the aircraft industry 
supports certain trade journals by advertising in 
them. The industry does advertise in these trade 
journals and is quite prepared to believe that .without 
these advertisements the trade journals could not 
survive. In fact, ho.wever, the industry deprecates 
publication in a trade journal of matters which 
belong to the sphere of politics, a subject with which, 
in the opinion of the society, a trade journal should 
not deal, more particularly so in relation to inter- 
national affairs. It is easy to say that the industry 
has the remedy in its o-vvn hands and could solve 
the problem by withholding advertising : but the 
solution is not so easy as that. 

The society suggests that exaggerated importance 
is attached to this question of advertising. No public 
information is available as to the circulation of the 
journals in question, but it is thought that the 
circulation is not such as, in the opinion of the 
society, would materially influence general public 
opinion; while the suggestion that everybody, from 
the Air Minister downwards, would take his views on 
political matters from a -trade journal cannot be 
accepted. 

Mr. Noel Baker promised-*’ to send to the Com- 
mission — if the Commission desired to see it — an 
advertisement -which apyieared in The Aeroplane 
of a machine “ decorated with a swastika.” Ho 
associated this with Germany, and complained that 
this advertisement appeared at a time when this 
country was still contesting the right of Germany 
to have an air force. 

Examination of the actual advertisement would 
have shown that the word “ Finland ” appears right 
across the advertisement in one-inch capitals, 
and the advertisement records in bold lettering the 
sale of machines to Finland. The swastika used is 
the mark of the Finnish Air Force. 

The next point is that there is “ evidence of a 
financial connection between the jirivate manufac- 
turers and the Air League,” this being based on 
a statement that Mr. Handley Page had offered 
£5,000 a year to the Air League for two years. "*-* 

*“ The Times of 8th January, 1936. 

*' Minutes of Evidence, 10th Day, p. 261. 

*" ibid., p. 234. 

*" ibid. 

** ibid., p. 236. 
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The position is that the Air League had arrived 
at a point when reorganisation was essential. A 
committee of the Air League, under the chairman- 
ship of Lord Burnham, was set up to investigate 
the position, the then Director of Civil Aviation 
being a member of the committee. The League ha-d 
neglected the possibilities of civil aviation, a sub- 
ject in which Mr. Handley Page (who, as stated 
above, was one of the pioneers of civil air trans- 
port) was keenly interested. He was approached on 
the subject of the Air League’s financial position 
and believing that there was room for the develop- 
ment of air transport and that the Air League 
mitrht be able to do useful work, he undertook to 
raise funds if the League were reorganised, ms 
was a personal effort by Mr. Handley Page to help 
the Air League out of its difficulties, though the 
initiative, as stated above, did not come from him 
The promise of financial support was coupled with 
an undertaking that there would be no interference 
with the policy of the Air League. The fact that 
this offer of financial assistance had been made was 
published in the press at the time. 

The industry has not sought to interfere in any 
way with the business of the Air League or to dictate 
its policy; and, though examination of the issue ot 
the Air League bulletin in July, 19-6, s ows la 
the statement quoted in the evidence^ is correctly 
quoted, the society can only say that it has no 
Lowledge of the matter. This statement appears 
to have escaped attention by the society at the 
time, otherwise the society would have inquired into 
it. The Air League should not in the opinion 
the society have dealt with the subject, and if it did 
so at the suggestion of any aircraft constructor, the 
aircraft constructor was equally wrong in asking 
Air League to concern itself with something which 
is outside the province of the Air League. The state- 
ment in the Air League bulletin is assumed to be 
correct ; the society has no knowledge of it. 

A further statement has been iiiade"' that the 
aircraft manufacturers “ actually persuaded the 
Federation of British Industries to make a protest 
against internationalisation.” No evidence is 
adduced to show that aircraft manufacturers had 
anything to do with the action of the Federation, 
but it appears to ba assumed that because some- 
thing was done in connection with aviation, the 
industry was necessarily behind it, m assumption 
against which the society protests. The facts are 
that, although the society is a member o the 
Federation, the Federation dealt with this matter 
on its oini responsibility and without reference to 
the society. ’ The first the society knew of the letter 
referred to was when a copy was sent to the society 
after it had been despatched. 

XVIII. 

The society will be glad to deal with any points 
on which the Commission desire information. 

3605. Professor Gutteridge: Thank you very much. 
I do not think you need read the annexes. AVe 
are much obliged to you. I am afraid ymii have had 
rather an arduous task. As I understand it, the 
Society approaches this matter from the point of 
view that you can divide the history of aviation into 
three periods— the pre-War period, the AVar Penod, 
the post-AVar period. That is so, is it not, bti 

Robert? . 

Sir Bohert McLean: That is so. 

3606. Professor Gutteridge ; I do not think we ne^ 
go into the pre-AVar period or the AVar period at the 
moment, but as regards what one my call the post- 
war period I think your answer is that competition 
between the various services has gone. That is right, 
is it not? The army and navy are no longer in com- 

lietion? 

“ Minutes of Evidence, 10th Day, p. 236. 

Minutes of Evidence, 10th Day, p. -49. 

* See Appendix 1, p. 531. 


Sir Bohert McLean: That is right. 

3607. Professor Gutteridge : Another featur^ 1 

think, is that the life of a plane began to be a 
matter of moment. I should imagine that during 
the AVar people were not so much concerned wit 
the life of a plane as with getting a plane made 
quickly, but after the War the question became of 
more moment. Finally, I think you will agree with 
me that there was no organised system at the y- 
ginning of the post-War period. The industoy 
emerged from the War in a somewhat chaotic condi- 
tion? 

Sir Bohert McLean: That is so. 

3608. Professor Gutteridge : Even at the preyy 

time, I think, the industry is in a somewhat fluid 
state, is it not? You cannot say that it has settled 
down even at the present time? 

Sir Bohert McLean : I think it is fair to say 
that it has settled down since the War. A certain 
number of constructors have consistently and yn- 
tinuously produced and designed aircraft and there 
have not been many additions in recent years. _ 

3609. Professor Gutteridge : AVhat I have in mind is 
this : one peculiarity of your industry at the present 
time seems to be that it is almost entirely dependent 
on government orders, and not only on government 
orders but orders from one department of the govern- 

Sir Bohert McLean: I would say largely de- 
pendent. I think the export trade amounts to about 
26 per cent. 

3610. Professor Gutteridge: I am not quite clear 
in my mind as to the ground upon which you base 
your belief that it is inevitable that reliance should 
be placed on private industry. Do you consider that 
competition is necessary in the interest of design and 

efficiency? , , , . i 

Sir Bohert McLean: I regard technical com- 
petition as being probably the most important ele- 
ment in the development of aircraft at the present 
moment. 

3611. Professor Gutteridge : Some doubt has been ex- 
pressed as to whether there is effective competition. 

I notice you use the words “ technical competition ” ; 
but using “ competition ” in its fullest sense some 
doubt has been expressed, as I say, as to whether 
there is any really effective competition. As I 
understand it, firms do not compete against one 
another in the ordinary way for the supply of air- 
craft for the government. • 

Sir Bohert McLean: We tender our air- 

craft to be tested by the government one against the 
other. Ill some cases on the choice of one particular 
aircraft by the government an order is placed with 
the firm; in other cases there is competitive tender, 

3612. Professor Gutteridge : That is the single order 

system? . , - 

Sir Bohert McLean: Yes. And, of course, 
there is the machinery of the government available 
for the checking of prices. 

3613. Professor Gutteridge : There is a technical cost- 
ing system ? 

Sir Bohert McLean : There is a technical cost- 
ino- system. They make their own investigation. 

3614. Professor Gutteridge : Who makes the investi- 
gation — an accountant from the Air Ministry . 

Sir Bohert McLean : An accountant with tech- 
nical officers who know the machinery of aircraft 

production. , j - 4 . o 

3615. Professor GuUeridge: They both do it? 

Sir Bohert McLean : Yes, and they do it from 
drawings of the machines. They take the drawings 
and check them with their own estimate. 

3616. Professor Gutteridge : Does the same systom 
of tendering apply as in the case of, say, a warship 
for which rival firms will put in tenders. 

Sir Bohert McLean: No. In most cases where 
the machine is chosen only the constru^ctor and de- 
signer is asked to tender for that inachine. 

3617 Professor Gutteridge: That, I think, 

ground for the suggestion that the 

exists in tliis case is not quite the ordinary 
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competition. As I understand, the Aircraft Estab- 
lishment, or the Air Ministry — I am not sure which 
produces a specification. 

Sir Jtobert Hl.cZ/ea n : The Air Ministry. 

3618. Professor Gutteridge: And that specification 
IS sent out to a number of firms. 

Sir Pobevt McLean: It is sent out to a number 
of firms. 

3619. Professor Gutteridge: Then each of them pre- 
pares a design in accordance with that specification, 
and then, I take it, the Air Ministry decide which 
design shall be adopted. 

Sir Pobert McLean : Yes. The price is ten- 
dered wihen the firm puts in the design. 

3620. Professor Gutteridge : The man who puts in 
the design gets the order to make it. 

Sir Robert McLean : Yes, and the Air Ministry 
choose from those designs the one which they wish 
built, and the tenderer of the design, if lie is 
selected, gets the order. 

6621. Professor Guttei'idge : The price is not one 
to tender; it is to design. That is wdiy you use the 
words “technical competition ” .P 

Sir Robert McLean: Yes. There may be 

more than one selected from the same class. You 
may have three or four machines built in this way; 
all competing in the same type. 

3622. Professor Gutteridge ; You mean that suppos- 
ing I put in a design and the Air Ministry thought 
that mine .was a good design, I might be asked to 
produce a machine, and other manufacturers might 
be asked to do the same? 

Sir Robert McLean : And there would be com- 
petition in price in that case. 

Mr. Fairey: Yes, certainly. 

3623. Professor Gutteridge: The man who offered 
the lowest price would have a good chance of getting 

Mr. Fairey : Yes. Just as we compete in the 
open market, tendering for existing machines to the 
design of other firms. 

3624. Sir Thomas Allen : Would there be payment 
to the firm who submitted the design? 

Mr. Fairey: If it is manufactured by other 
firms, a small royalty is paid. 

362-5. Sir Thomas Allen : Do you mean that the other 
firms manufacturing from the accepted design would 
have to pay the royalty? 

Mr. Fairey : No, ’the royalty is paid by the 
Air Ministry. Of the other firms, the one who put 
in a competitive tender for the lowest price would 
get it. That also applies to equipment. A man 
may design a gun mounting and the Ministry will 
take from us the design with or without royalty, 
and put it up to open competition. 

3626. Professor Gutteridge: What about engines? 

Mr. Fairey: No, it does not apply in that 

case. 

Sir Robert McLean : There are cases where 
the same type of machine is made by two con- 
structors, and then there is competition. 

3627. Professor Gutteridge : It is the same idea, but 
there are variations ? 

Sir Robert McLean : In the design of two 
different firms. 

3628. Professor Gutteridge : I should like to know 
how far there is competition in the case of commer- 
cial aircraft. Is there a field of competition in the 
ordinary sense or not? 

Mr. Fairey : Do you mean in the small private 
aeroplanes ? 

3629. Professor Gutteridge : First of all, as I under- 
stand it, with regard to large commercial aircraft 
you have only one customer? 

Mr. Fairey : Imperial Airways. 

3630. Professor Gutteridge: There can be no com- 
petition there ? 

Mr. Fairey: The position is similar to that 
which obtains in regard to the Air Ministry. 

3631. Professor Gutteridge: I am speaking of the 
light aeroplane. 


tion There is very intensive competi- 

3632. Professor Gutteridge: Is there a firm in this 
country which confines itself entirely to the manu- 
facture of commercial aircraft? 

Mr. Fairey: Quite a number. De Havilland 
chiefly I should say not entirely. They manufacture 
a very great proportion of civil aircraft. 

3633. Professor Gutteridge : I would like to ask you 
some questions about competition in the export trade 
It has been suggested to us that you cannot have aify 
competition in the export trade in the full sense 

because you are not allowed to export machines 

at all events, military machines — unless they are at 
least five years out of date. Is that correct? 

Mr. Fairey: No. The exact contrary is the 
case. Speaking for my own company, 80 to 90 per 
cent, of our machines are not out of date and are 
not machines used by the government. 

3634. Professor Gutteridge : Are they military 

machines ? '' 

Mr. Fairey: They are military machines, 

entirely up to date, and they are exported with full 
knowledge and consent of the Air Ministry. 

3635. Professor Gutteridge : You have to get the 
permission of the government in the form of a 
licence for that, do you not? 

3Ir. Fairey: Every single machine, every bit of 
equipment, is exported with the full knowledge 
and consent of the Air Ministry. We frequently have 
to refuse to take orders when we have practically 
negotiated them, because we are told not to do so 
by the Air Ministry. We are also told when we are 
welcome to take foreign orders by the Air Ministry. 

3636. Professor Gutteridge: I do not know whether 
you have the information or not, but it has been 

that in one instance our government 
allowed a machine to be exported which was better 
than the ones produced at home. Have you heard 
anything of that? 

Mr. ^ T airey : Yes, but different countries 

present different problems of aerial defence. The 
aerial defence of Moscow, which is situated hundreds 
of miles from the frontier, would be very different 
from that of a city like Brussels or London. It calls 
for the use of different types of aircraft and inter- 
ceptors. My company has designed machines to 
provide for defence of both those countries— Russia 
and Belgium. 

3637. lyofessor Gutteridge: You have supplied both 
countries? 

Mr. Fairey: We are supplying them now. 
Naturally, it is not the same machine as would be 
produced for the British government. We gain ex- 
perience in designing aircraft for different require- 
ments, but the whole thing is done with the full 
knowledge and consent of the British Air Ministry. 
No machines are exported without their consent. 

3638. Professor Gutteridge : Are we to understand 
that the type of machine which is required for export 
may depend on geographical conditions? 

Mr. Fairey: Very much so, in the case of 
military aircraft and civil aircraft. 

3639. Professor Gutteridge : I do not know whether 
you can tell us anything about the export of aircraft 
to Germany. It has been said that a considerable 
number of aircraft have been exported to Germany 
hy — I think the Bristol Company. 

Air. Fairey: I have never heard of it. A 
certain number of engines were exported. 

Mr . Allen : The Bristol Company have never 
exported aircraft to Germany. 

3640. Professor Gutteridge ; But engines were 
exported? 

Air. Allen: Yes, by two companies — Rolls- 

Royce and Armstrong-Siddeley. 

3641. Professor Gutteridge ; Rolls-Royce and Arm- 
strong-Siddeley both exported ? 

Air. Allen : Yes, with the approval of the Air 
Ministry. 

3642. Dame Rachel Crowdy : Is the Bristol Company 
represented on your delegation? 
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Mr. Allen : No, a representative of the Bristol 
Company is not here to-day. 

3643. Professor Gutteridge : 1 think Armstrong- 

Siddeley is represented? 

Mr. Allen: Yes. 

3644. Professor Gutteridge : This leads me to the 
question of the licensing system. It is a matter of 
some importance to us. As I understand it, a 
licence is required for military aircraft? 

Mr. Fairey : Yes. For any aircraft fitted -with 
military equipment. 

3645. Professor Gutteridge : What do you mean by 
“ military equipment ” ? 

Mr. Fairey : Bomb gear, gun mountings, bomb 
sights. 

3646. Professor Gutteridge : It need not actually 

have the gun on it? 

Mr. Fairey : No. The Ministry require a licence 
if we have the fixtures. 

3647. Professor Gutteridge : You mean if you have 
the slots provided, that would make it a military 
plane ? 

Mr. Fairey : That would make it a military 
plane, or the sockets for gun mountings. The Ministry 
control extends very much farther than that exerted 
by the licence. All our firms are on an approved 
list and if we were to displease the Ministry we 
should be removed and we should lose the other 75 
per cent, of our trade. The Ministry have informed 
us that they have authority under the Official Secrets 
and other Acts to put a complete embargo on ex- 
port, and we make no move without their permis- 
sion. We are in very close touch with the Ministry. 
We inform them when negotiations are reaching a 
point when we expect an order and we ask them 
whether we may proceed. 

3648. Professor Gutteridge: Before you accept the 
order ? 

Mr. Fairey : Yes. 

3649. Professor Gutteridge : That system applies 

before you accept orders from abroad? 

Mr. Fairey : Yes. 

3650. Professor Gutteridge: Does that apply purely 
to military aircraft? 

Mr. Fairey : Purely to military aircraft. That 
is the system which applies, and no aircraft is 
exportable without permission. 

3651. Professor Gutteridge: Commercial or other- 

wise ? 

Mr. Fairey : I will not say commercial. 

3652. Professor Gutteridge : Would you approve a 
system which gave publicity to those orders which 
you receive from abroad? 

Mr. Fairey : Not after we had negotiated the 
contract. It might not be advisable before that, 
for commercial reasons. 

3653. Professor Gutteridge : Suppose you had an 
order from, let us say, Ruritania, for so many 
military aircraft : It has been suggested that you 
ought at once to notify the relevant government 
authority of the receipt of that order and that tlio 
fact that you have received the order should be 
made public in some way or other, so that other 
countries should know what had happened. 

Mr. Fairey: In one respect we are in advance 
of that, because we inform the British government 
before the receipt of the order, but as to informing 
the world, that is another matter. 

3654. Professor Gutteridge : It would not make cus- 
tomers shy of coming to you, as some of the arma- 
ment people seem to think? 

Mr. Fairey : It might, but there are so many 
things that make people shy of us — for instance, 
when we have to refuse an order because the Air 
Ministry say we should not take it. We have been 
refused permission to supply an old customer during 
a political emergency. 

3655. Professor Gutteridge : Would it be possible for 
military aircraft to be flown out of this country 
without its coming to the knowledge of the 
authorities f 


Mr. Fairey: Not at all. All our activities 
go on under the eyes of the authorities. We have resi- 
dent inspectors, visiting officials, and so on. The 
whole of our activities are completely under the eye 
of the authorities. There is not a vestige of an aero- 
lilane or aeroplane equipment that could be sold 
without their knowledge. 

3656. Professor Gutteridge : We should like to have 
the views of you gentlemen as to how far it is pos- 
sible to convert the commercial aircraft into military 
aircraft. 

Mr. Fairey: It is a question of relationshiii. 
There is no relation between an intercepting 
fighter 

3657. Professor Gutteridge : Will you tell me what an 
interceptor fighter is? 

Mr. Fairey : A type intended to climb rapidly 
and intercept a bombing plane. The design of a 
high speed long range bomber approximates in type 
to the long distance passenger machine, for 
example, the Martin and Douglas in America. 

3658. Professor Gutteridge : Do I understand you 
to say that the long range bombing machine is ap- 
proximate in type to the long distance passenger 
machine ? 

Mr. Fairey : Yes. It has already reached a 
point at which you only have to instal bomb gear 
and some form of defence. 

3659. Professor Gutteridge : Can you do that without 
making a good many structural additions? 

Mr. Fairey : The original barrier was the 

safety factor. That barrier has disappeared owing 
to modern conditions. 

3660. Professor Gutteridge : When that point is 

reached I suppose a long range passenger machine 
could be converted safely and quickly into a bombing 
machine. Therefore, those people who say that com- 
mercial aircraft can be used for long range bombing 
are not far out? 

Mr. Fairey : No, and if you abolish military 
aircraft, as has also been suggested, you make the 
civil machine a complete bomber. 

3661. Professor Gutteridge : I suppose you mean 

that as long as you have fighting aircraft you have 
to escort these long range bombers ? 

Mr. Fairey : Or defend them. 

3662. Professor Gutteridge : Therefore, if you do 

away with military aircraft, your long range pas- 
senger machine becomes a much greater potential 
danger than it is now? 

Mr. Fairey : Very much. 

3663. Professor Gutteridge : That is a point that I 
do not think has been put before us. May I ask 
one other question with regard to the matter of 
export. It has been said that the exports — as I 
understand it, of military machines — are mostly to 
smaller countries — apparently including Cliina. I 
do not know whether that description is correct. 
You have given us one instance of a big country — 
Russia. 

Mr. Fairey : The industry exports practically 
to all countries apart from those countries which 
produce aircraft themselves — the great powers. The 
industry does not export to France, Germany or 
Italy, and not to anj' considerable scale to Russia ; 
only on a small scale to Russia. Generally speak- 
ing, the export is to the smaller non-producing 
countries. 

3664. Professor (hdteridge: Would you say that 

the great bulk of the export is to the non-producing 
countries ? 

Mr. Fairey : Yes. Many of those smaller 

countries, I could mention half-a-dozen, have 
national aircraft factories and they buy British 
designs and reproduce them in those national fac- 
tories. The national factories inevitably fall behind 
the jirivate factories in design. They start off with 
these national factories very gaily, but owing to the 
natural defect of government factories they fall 
behind. 

3665. Professor Gutteridge : You believe the gov- 
ernment factories tend to stereotype things? 
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Mr. Fairey: Yes. The government service does 
not attract the right type of man for production. 
TTe ivant the alert type, and the government ser- 
vice is apt to attract the safety-first type of in- 
dividual. 

3666. Professor Gutteridge : That is a matter of 
opinion, is it not.f 

Mr. Fairey : Entirely. 

3667. Professor Gutteridge: There is one other point 
on which I would like to question you. That is 
with regard to research. If I may take it quite 
broadly, your industry has been attacked on the 
ground that it does not do research, or at all events, 
enough research. I would like to hear what you 
gentlemen have to say about that? Who is "the 
proper person to whom to address that question ? 

Mr. Fairey : Mr. Handley Page. 

Mr. Handley Page: I think the industry in 
relation to its output probably does more research 
than other industries. 

3668. Professor Gutteridge : In other words, you 

dispute that statement? 

Mr. Handley Page: Very much so; because 
the ratio of new experimental work done in the 
industry in relation to production I should think 
is higher than that in almost any other industry. 

3669. Professor Gutteridge : It has also been sug- 
gested that your design is too much spread about; 
that there are too many drawing offices. I think 
that was the way it was put to us. 

d/r. Handley Page : I think that was Mr. 
McKinnon Wood’s comment. 

3670. Professor Gutteridge : It was. 

Mr. Handley Page: He said that, as a rule, 
designs were given out to four or five firms and 
that there would he an improvement if the number 
were cut down. At the same time, when dealing 
with a scheme of state design and manufacture he 
suggested that there should be competition between 
different state factories. I do not know how much 
one can reduce four or five and still maintain com- 
petition. It seemed to me that it was rather a con- 
tradiction in terms. 

Professor Gutteridge : I follow your meaning. 

3671. Sir Philip Gihbs: I think, having read the 
original statement, nobody can challenge the 
enormous service that has been rendered by private 
enterprise in aviation; but going hack a little to 
the first part of your statement, would you agree 
that the situation which arose at the beginning of 
the War was entirely due to the fact that, up to 
that moment, the aircraft industry had been entirely 
devoted to the civil aviation side? 

Mr. Fairey : Oh, no. 

3672. Sir Philip Gibbs : You would not agree to 
that? 

Mr. Fairey : Scarcely at all. The situation 
before the War was this, that whereas the War Office 
were concentrating all their design and production 
at Farnhorough — or nearly all — we in the private 
industry owed our existence to the Admiralty. The 
Admiralty pursued the exactly opposite policy and 
were keeping us alive by issuing orders and buying 
aircraft as we produced them, and they usually added 
a small percentage to everything they required in 
regard to speed and load next time they gave an 
order. It was the Admiralty policy before the War 
which accounted for the existence of the bulk of 
the aircraft industr 5 ^ and that provided tho very 
efficient machines that were made available to replace 
the B.E. when it was outclassed by the Fokker. 

3673. Sir Philip Gibbs : According to my recollec- 
tion, aviation was in a very experimental and ele- 
mentary stage up to the year 1913, and therefore it 
was impossible to produce a very expert type of 
fighting machine at the beginning of the War. We 
had not the experience. 

Mr. Fairey : We were making machines with 
machine-gun mountings. I was with Short Brothers 
in those days ; we made and delivered machines 
carrying a 5-pounder gun of heavy calibre at Calshot. 
That was before the War. We had developed the 


machine to a considerable extent at Short Brothers. 

3674. Sir Philip Gibbs : Was there in existence in 
private industry any machine which could have 
countered the Fokker at that time? 

Mr. Fairey : Yes, the Sopwith Tabloid. 

3675. Sir Philip Gibbs : You think they were of equal 
fighting quality with the Fokker? 

Mr. Fairey : They were not in production, but 
the designs were equal. There were one or two in 
existence which the Admiralty bought. 

3676. Sir Philip Gibbs: With the old B.E. machines 
was it possible to xiroduce by private industry a 
machine which could have countered the Fokker very 
rapidly ? 

Mr. Fairey : Yes. The Fokker was only a 
copy of the M'orane. It was what they called a 
parasol monoplane. 

3677. Sir Philip Gibbs: Would you agree that the 
differentiation between civil types of aircraft and 
military machines is becoming more intense, more 
divergent ? 

Mr. Farey : It is a matter of opinion, hut I 
suggest that certain classes of military aircraft and 
certain types of commercial machines are coming 
more together. That is an exiiression of my own 
oiiinion ; others might not agree with me. 

Mr. Handley Page : I think it very largely 
depends on whether the defensive property of an 
aeroplane lies in its speed or in its armament. 
If you consider that the war defence of a large 
aeroplane is to be its speed and its ability to get 
away, then the methods of defence, and the provision 
of means of defence, not required in commercial air- 
craft, are equally not required in military aircraft. 

3678. Sir Philip Gibbs: I am not talking of bombers; 

I am talking of fighting machines. 

Mr. Handley Page : I was dealing with the 
case where, as Mr. Fairey pointed out, the design of 
certain high speed machines in civil and military 
classes tends to become alike, where speed is the sole 
consideration. If, however, the sole reason for the 
machine is a matter of the provision of guns, and 
the essential basis of a commercial machine is com- 
fort to the passenger, then there must be a 
differentiation between the two. 

3679. Sir Philip Gibbs: -May I ask one of you 

gentlemen what you think is the exact purpose and 
usefulness of the National Physical Laboratory and 
the Royal Aircraft Establishment with regard to 
lirivate industry? 

Mr. Handley Page: The National Physical 

Laboratory in relation to the aircraft industry serves 
very much the same purpose as it does in regard to 
other industries, or the purpose that university 
establishments serve to other industries; it provides 
all the material from which text books are drawn 
up, all the data, and so forth. The universities 
undertake, for example, in other spheres, research 
work as to the lubrication of bearings, and from 
that fundamental data is drawn up. 

3680. Sir Philip Gibbs: Is it actually useful to you? 

Mr. Handley Page : Very useful, and also the 

Aeronautical Research Committee is a means for 
fundamental research. Other countries have adopted 
the same procedure. There is a National Advisory 
Committee for aeronautics in America which I think 
has followed the model here, and the Germans have 
a similar organisation. 

3681. Sir Philip Gibbs : And with regard to the Royal 
Aircraft Establi.shment, what does that do? Does it 
do anything with regard to research ? 

Mr. Handley Page : It does research in the 
same way ; very useful research. In addition, it does 
research in regard to particular technical problems 
with which the fighting services are concerned. It 
does research into ballistics; it does rese-arch into 
bombs ; research into sights and other things, similar 
to the way in which it is done, I expect, by the re- 
search department at Woolwich for the army, and at 
other establishments for the navy. 

3682. Sir Philip Gibbs : I want to mention a fao' 
which is perhaps well known to you, that those Wo 
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establishments are paid for by the nation. The 
next question I want to ask you is this : Are you not 
receiving, in your private industry, which you con- 
duct for profit motives apparently, a considerable 
amount of useful information from government 
sources P 

Mr. Handley Faye : I suppose we receive an 
enormous amount of accumulated wealth from a num- 
ber of sources. I suppose, for example, a writer, if 
I might say so, draws on the accumulated literary 
experience from Shakespeare downwards. 

3683. Sir Philip Gihhs: Yes; but, of cour.se, the 
taxpayer does not pay any royalties to Shakespeare. 

Mr. Handley Page : That may be true ; hut 
in the case of the aircraft industry we also draw 
a great deal on the research work that is done, for 
example, at Cambridge University, work that is 
done at London University, and elsewhere; private 
research work. We draw, similarly, on an enormous 
wealth of accumulated fundamental research from 
America, to which the taxpayer here at the moment 
does not make any contribution. 

3684. Sir Philip Gihbs: He is escaping that. 

Mr. Handley Page: And we draw from Japan, 
where they have a similar research organisation ; 
but the information that you do not get is, of 
course, that which the designer has when he gets 
out the design of the machine. 

3685. Sir Philip Gibbs: That I fully understand. 

Mr. Fairey : I wonder if Mr. Handley Page 

will excuse me if I add that if we utilise the 
resources of the National Physical Laboratory for 
that purpose, we pay for them. 

3686. Sir Philip Gibbs: Surely you do not pay for 
the pure science that is derived from the National 
Physical Laboratory ? 

Mr. Fairey : We would in so far as that is 
passed on to us through the medium of the jieople 
who are helping us. If we hire a tank for a day, 
we get Professor Baker’s expert knowledge. 

3687. Sir Philip Gibbs: I think that is a pretty 
cheap rate to pay for scientific knowledge. Hiring 
a tank for a day does not pay the government for 
keeping the National Physical Laboratory. 

Mr. Fairey: There are two ways by which we 
can get it. The government can give us an order 
by which the work is done at the National Physical 
Laboratory, or at Farnborough. If we want the 
knowledge, we have to pay them for it in the same 
way that any electrical manufacturer can go to the 
National Physical Laboratory and have a conden- 
ser calibrated. 

3688. Professor Guttcndge : A private individual 
can do that? 

Mr. Fairey : Yes. 

Mr. Handley Page : Anybody can have that 
done, on payment of the fee. In the aircraft 
industry it has become a matter of national prestige 
associated with national supremacy. The country 
has set up institutions for fundamental research, 
and the little that has been done in this country 
is a mere drop in the ocean compared with the 
enormous organisation which at the present time 
exists under the National Advisory Committee for 
Aeronautics in America. The National Advisory 
Committee for Aeronautics is directly responsible to 
the President. The German institution is an 
enormous one. The Japanese is another. 

3689. Professor Gutteridge : Do you suggest that we 
are behindhand in research? 

Mr. Handley Page : No. I am suggesting that 
the money allocated in this country for that purpose 
is not so great ns that which is allocated abroad. 
I think the point is this. In connection with this 
whole sphere of aeronautics it has to be recognised 
that fundamental research is essential if the art is 
to progress. Every country is engaged on funda- 
mental research of this character in this particular 
industry. In the more slowly progressing industries, 
where the rate of technical progress is slower, it has 
been left more to the universities to do this kind 
of work. It is essentially fundamental and basic 


research. And, of course, there is another thing 
which influences the Treasury department of every 
country when agreeing to this expenditure, and that 
is this. Supposing you were to cut out altogether 
fundamental research, to do no fundamental research 
whatever, and were merely to ask every manu- 
facturer supplying aeroplanes to supply them without 
that fundamental research being undertaken, pre- 
sumably the overhead charges of the manufacturer 
would go up, because each one would set up his 
own research station, and the price to the client 
would have to be correspondingly increased. 

3690. Sir Philip Gibbs: I strongly appreciate that; 
hut I am driving to an argument which I would 
like you to counter ; that is, that you are putting 
up a very steady defence for private industry 
against any form of national manufacture. There- 
fore I am trying to obtain an admission from you 
that you are receiving benefit from the state which 
you are using for private profit purposes. 

Mr. Handley Page : I am not so sure about 
the benefit sometimes. For example, we own the 
patent of a thing called the slotted wing, and when 
the government do some of the detailed research work 
upon that in their own establishment and publish 
the results, as they do, to the whole world, we are 
not the only recipients. Every Tom, Dick and Harry 
abroad will get that information, and when they 
publish the details, the people who are far away, 
and whom we cannot get at, and who have no 
patent, have all those things supplied to them free 
of charge, whereas sometimes nobody in this country, 
not even the poor patentee, gets the benefit. So I 
am not sure that the Research Department is always 
of benefit to us. 

Mr. Fairey: We pay for those researches when 
we use them for our own purposes ; it is only when 
we use them for Air Ministry contracts that we get 
them free. We can hire a tank, or a tunnel, at so 
much a day. The scale of charges is high. I think 
it costs about £90 a day to hire a tank, and that, 
of course, is rather high. 

3691. Sir Philip Gihbs : One definite case has been 
cited by witnesses whom we have heard. They stated 
that the Bristol engine was very largely dependent 
upon cylinders made at Farnborough. It seems to 
me, therefore, that the fee that might be paid 
by you does not really cover the services rendered 
by scientific invention? 

Mr. Allen : Of course, you are not assuming 
that the statement is correct? 

3692. Sir Philip Gibbs : I am not assuming that it 
is correct. I am asking you. 

Mr. Allen : I have made the closest investiga- 
tion with the Bristol Comiiany and the statement 
is absolutely untrue. There is not a shred of fact to 
support it. 

Colonel Fell : I was in charge of the depart- 
ment responsible at the Air Ministry at the time 
that work was done, and while certain experiments 
were carried out in which naturally the Bristol 
Company were interested, it would not be fair to 
state that those cylinders used in the Bristol engine 
bore any resemblance. 

3693. Sir Philip Gibbs : You suggested that the world 
benefited considerably by this expansion of scientific 
knowledge and new invention. I rather want to 
put it to you that so far from benefiting by the in- 
creased efficiency of aircraft we may be creating 
a high state of danger for ourselves and rushing 
towards the destruction of civilisation. Undoubtedly 
the present Prime Minister is rather anxious about 
that. It is rather theoretical, but the question I 
want to ask you is this : Do you think it is dangerous 
to this country that patents for new designs should 
be sold to any country in the world which likes to 
buy them? 

Mr. Handley Page : Do you mean by 

“ patents ” actual patents? 

3694. Sir Philip Gibbs : For fighting machines and 
bombing aeroplanes. 
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Mr. Handley Page : Do you mean patents or 
designs ? 

3695. Sir Philip Gibbs: I mean patents for designs. 

Mr. Handley Page : After all, you can only sell 

wliat exists in a country abroad. You can only sell 
to Prance, we will say, a patent which exists in 
France, and a patent is supposed completely to dis- 
close all the means hy which the invention is secured. 
Therefore, a country has within its own territory 
all the information fully disclosed in the government 
publications. If you mean that 

3696. Sir Philip Gibbs : Might I interruiit you for 
a second? Surely the knowledge of that design is 
not known until the patent is sold? 

Mr. Handley Page: May I point out that you 
cannot have a patent to sell in a country until you 
have got the patent. The essential feature of the 
patent is that the patentee, in consideration of a 
monopoly for a term of years, discloses his invention. 

3697. Sir Philip Gibbs : Yes. 

Mr. Handley Page : The patent is granted in 
a foreign country, and not until it is granted is the 
patentee in a position to deal with it. The state 
in whose territory the patent is granted has the 
whole of the information disclosed with the patent, 
and if the person who grants the monopoly says at 
the same time “ I am going to have the invention 
worked in this country under my own aegis whether 
j’ou like it or not ”, it seems to me that the only 
thing the patentee can do is to obtain the maximum 
possible remuneration for the patent. The state in 
every country in the world has the right, with or 
without agreement with the inventor, to use any 
patent rights. 

3698. Professor Gutteridge : It comes under the in- 
ternational system of patents? 

Mr. Handley Page : It is the system every- 
where. 

Mr. Fairey : We cannot take out a patent with- 
out permission of the Air Ministry. Directly we file it 
it comes under the eye of that department. We can- 
not get foreign patents without permission of the 
Air Ministry. It is just the same as exporting air- 
craft. 

Mr. Handley Page : Take our slotted wing 

patent which we have in every country in the world. 
When those patents are granted in a country like 
France, for instance, there is full disclosure of all 
the means by which the invention is secured. The 
French government, the French technical authori- 
ties, the French constructors are able to get from 
this country all the research results of the 
Aeronautical Research Committee which are pub- 
lished by the Stationery Office at 6d., Is., or Is. 6d., 
according to the size of the document. Therefore, 
they are in possession of everything. I think it 
would he foolish from a financial point of view not 
to endeavour to extract, perhaps with great 
difficulty, some compensation from the government 
concerned who have the patent. 

3699. Sir Philip Gibbs : Yes, but surely some of your 
inventions apply to what I may call military gadgets 
for the improvement of the fighting qualities of the 
machine or its bombing possibilities? 

Mr. Handley Page : We are not allowed to 
take out any foreign patent if it is regarded as 
essential for the defence of the realm under the 
Official Secrets Act that it should be kept secret. 
It is only when it has become probably of no special 
utility to this country that we are allowed to take 
out a patent abroad. But equally, when that patent 
has been obtained, the government of that country 
can use it, whether you agree to it or whether you 
do not. 

3700. Sir Philip Gibbs: It ju.st bags it? 

Mr. Handley Page : Yes. The same hand that 
has granted you the monopoly can take it back. 

3701. Professor Gutteridge : A full specification has 
to be filed? 


Mr. Handley Page : Yes, and as you will 

know, unless there is complete disclosure the patent 
can be declared invalid for either ambiguity or 
lack of subject matter. 

3702. Sir Philip Gibbs : Am I right in saying that 
when you submit types of new military machines to 
governments you might submit four or five types 
which are very similar and which differ only in 
perhaps small detail? 

Mr. Handley Page: Four or five different firms 
might do so. 

3703. Sir Philip Gibbs : And that when one type has 
been accepted by the government the other types 
are liberated for sale abroad? 

Mr. Handley Page : Yes. There may not be 
one type only, there may be two types chosen to 
fulfil a given purpose. To fulfil a given condition, 
an aeroplane may in one case have a certain com- 
bination of features which leave out a very good 
feature which, in another combination, produces an 
equally good machine, perhaps with a little better 
characteristic in the other direction. Two types are 
chosen, and between those two tyiies there will be 
intense and continuing competition, both in regard 
to price and in regard to technical qualities. Take 
the case of engines. There has been equally intense 
competition between the Armstrong-Siddeley air- 
cooled engine and the Bristol air-cooled engine. They 
have been like the Kilkenny cats, they have been at 
it all the time, both in regard to price and technical 
performance. 

3704. Sir Philip Gibbs: Do you get any reciprocity 
in the way of information from foreign sources? 

Mr. Handley Page : The American National 
Advisory Committee publish in exactly the same way 
reports on all the research work, and those reports 
are purchaseable for a very small amount. Equally, 
the National Advisory Committee officials are always 
pleased to welcome you there and they will show 
you over their factories. 

3705. Sir Philip Gibbs : What about the German 
firms and the Italian and other aircraft industries? 

Mr. Handley Page : I have not been to Italy 
recently. 

3706. Sir Philip Gibbs: Let us say Germany? 

Mr. Handley Page: They held a conference 
about six months ago for which invitations were sent 
to quite a large number of people, and they took 
them round the German factories. 

3707. tS'ir Philip Gibbs : Were you able to see any- 
thing of real importance? 

Mr. Handley Page : I did not go myself ; but 
some very interesting papers were published. 

3708. Sir Philip Gibbs: I imagine a nation like Ger- 
many, which is preparing a rather extensive air 
fleet, would not allow you to see their research 
development ? 

Mr. Handley Page : In fundamental research 
work I think there is an extraordinaril}’’ great 
camaraderie in regard to air matters; it exists there 
more than anywhere else ; but, of course, if you 
asked, say. Sir Herbert Austin whether he would 
allow Lord Nuffield to go round his experimental 
departments and inspect next year’s models, I think 
probably the answer would be in the negative; 
similarly, if I asked another manufacturer in this 
country whether ho would allow me to walk round 
his experimental department, I should be very 
pleased to do it, but I am not sure that I should 
receive any more friendly reply to my request if 
I made it over here than I should receive if I made 
it in Germany. I do not think it has anything to 
do with politics. Mr. Allen reminds me that the 
Society of British Aircraft Constructors publishes 
each year an international index of technical papers 
on aeronautics and that the latest issue contains a 
very large proportion of German information. 

3709. Sir Philip Gibbs : You used a rather good 
phrase a moment ago, that was, “ the camaraderie 
in the international aircraft industry.” May I 
suggest to you that this camaraderie, which no doubt 
exists as you have already said, of what I might 
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call an international collalioration of scientific know- 
ledge and of friendly competition in efficiency of 
design and fighting qualities, is extremely interest- 
ing to the international aircraft industry, but is 
extremely dangerous to the peoples of the world? 

Mr. Handley Page : No. There you go one stage 
further. I did not say international camaraderie in 
regard to fighting matters. That is quite different. 

I am referring to those who are engaged in some- 
thing which is very new, something that depends on 
a new science in which basic problems are being 
studied, in which we are dra.wing up really the 
basis of future text-books to deal with this kind of 
of thing, on which collective information does not 
exist. You will find that in regard to problems of 
air flow, size of bodies, questions of propeller design 
and so forth, everybody meets and discusses these 
questions with the utmost freedom. There is no 
question of difference of nationality. One is much 
more interested in — if I might call it — the common 
fight, in finding out new things. It is the common 
fight against nature. On the other hand, when it 
comes down to a question of commercialism, I must 
say I do not think that exists. When it comes down 
to private flying there is a camaraderie comparable 
with that of the sea. Every pilot knows the dangers 
he has to face — flying in fog, and a hundred and 
one things. I do not think that has anything to 
do with the commercial aspect of the situation. 

3710. Professor Gutteridge : I suppose an aircraft 
constructor is on one side a business man and on the 
other side a scientific man? 

Mr. Handley Page-. “Each man in his time 
plays many parts ”. 

3711. Sir Philip Gibbs: I am rather pressing the 
argument on this point, because, of course, it is of 
very great importance. It has already been stated 
by one of you gentlemen that a considerable number 
of engines of the most efficient type and suitable, 
I think, for fighting aeroplanes, were sold to 
Germany. 

Mr. Allen: I do not think we said that the 
latest types were more particularly efficient. 

3712. Sir Philip Gibbs : I understand they were all 
of the latest type. 

Mr. Allen: In fact they were not. 

■ Mr. Handley Page : They are of a type that 
has not been supplied to the British government. 

Mr. Fairey : It was done with the full know- 
ledge of the British government. 

Colon el Fell : Those engines were not of the 
types that have been supplied to the British govern- 
ment. 

3713. Sir Philip Gibbs : They are a good type of 
engine ? 

Colonel Fell: Quite a good engine. 

3714. Sir Philip Gibbs : They .were really more than 
quite good engines, were they not? 

Colonel Fell: I should say they represented 
contemporary practice. Thej' would not do more 
than that. 

3715. Sir Philip Gibbs : I think they were the latest 
and most powerful type of engine that you could 
produce, were they not ? 

Colonel Fell : No. 

3716. Sir Philip Gibbs: Or that you had produced? 

Colonel Fell : Thej' represented iirobably a 

3-ycar old standard at the time they were sold. 

3717. Professor Gutteridge : Does that mean three 
years out of date? 

Colonel Fell : No — ^three years from the time 
they came in. 

37l'8. Sir Philip Gibbs: The question I wanted to 
■ask was this. I was wondering whether I should ask 
it of Sir Robei't McLean. Do you think it is good 
from the point of view of your associated industry 
to sell engines to a power like Germany, which is 
building up a great aircraft fleet which might be a 
menace to us, and that having done so, .with full 
permission of the government, and a certain terror 
takes possession of the English people, its politicians 
should then go to Parliament to ask for large sums 


of money to increase our air fleet against that 
menace? That is rather a long sentence. I am 
sorr 3 '. Can you answer that? 

Sir Hobert McLean : I must assume that if 
the government, in its sovereign discretion, sees no 
objection to my selling engines to Germany, then 
there is no objection, moral or political. 

3719. Sir Philip Gibbs: You put your conscience 
entirely in the hands of the British government? 

Sir Hobert McLean: The established govern- 
ment. 

Mr. Fairey : They must take the responsibility. 

3720. Sir Philip Gibbs: 1 quite admit the respon- 
sibility goes directly to them. 

Mr. Fairey : As it would in a nationalised in- 
dustry. They w'ould be in exactly the same position. 

3721. Professor Gutteridge : I was wondering, if you 
abolished the private manufacture of aeroplanes, 
whether you would still have that control. 

Mr. Fairey : You would still have exactly the 
same control of export as you have now in these 
matters. Possibly you would not have such good 
engines to export, or aircraft. 

3722. Sir Philip Gibbs: That question that I have 

asked is a question that has to be answered not 
only by you, or by the British government, but by 
the nation. Now I want to switch off to another 
line, and that is this : Do you think it would 

be iiossible to draw a dividing line between civil 
aviation and military aviation and that, without 
great damage to your industry, government should 
control the military end of your production? 

Mr. Fairey: It does control the military end 
of our production. 

3723. Sir Philip Gibbs: That is to say, that it 
should actually establish a state monopoly over the 
military end of your production? 

Mr. Fairey: Of manufacture? 

3724. Sir Philip Gibbs: Yes. 

Mr. Fairey : You mean the government 

should manufacture military aircraft and we should 
manufacture civil aircraft? 

3725. Sir Philip Gibbs : Yes. 

Mr. Fairey : Our case is this, that the govern- 
ment cannot manufacture efficient military aircraft. 
It has tried and has failed. It has been tried in 
other countries, and those countries have had to 
have resort to our private designs. Our case for 
private manufacture is that it secures efficiency. 

3726. Sir Philip Gibbs: Do you make any divorce 
between j'our service to the state and your service 
to private enterprise — that is to say, would not 
your brains and your genius be at the service of 
the state if the state asked for it? 

Mr. Fairey : You mean if we w'ere purely civil- 
aircraft manufacturers ? 

3727. Sir Philip Gibbs : Yes. 

Mr. Fairey: But we should then be such 

feeble concerns, making merely wooden aircraft, 
that we would not maintain the experimental re- 
search work that we have to maintain for making 
government aircraft. Our brains and our resources 
would be at the government’s disposal, but they 
would have no backing behind them worthy of the 
name for manufacture and research. 

3728. Sir Philip Gibbs : I can visualise the idea that 
the government should actuallj' take over j'our fac- 
tories and pay you accordingly. 

Mr. Fairey: To what end? To run it? 

3729. Sir Philip Gibbs: Yes, to control it. 

Mr. Fairey : They do control it now. Do you 
mean, to replace our present boards of directors by 
government officials ? 

3730. Sir Philip Gibbs : I think it might amount to 
very much the same thing, except that you would 
be directly manufacturing for the state instead of 
for private profit; and may I suggest, Mr. Handley 
Page, that, after all, the main bulk of your busi- 
ness is for the state at the present time. 

Mr. Handley Page : And of course the fac- 
tories, under government control, when nationalised, 
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would also deal with all new designs, as the private 
factories do now. 

3731. Sir Philip Gibbs : Yes. 

Mr. Handley Page : It would, of course, be 
a solution of the disarmament problem ; because 
there would he little turned out. 

3732. Sir Philip Gibbs : In some industries, like 
the chemical industry, they point to the fact that 
the enormous bulk of their business is for ordinary 
commercial purposes and, therefore, it would be 
impossible, they say, to nationalise that industry 
unless you nationalise every industry in the coun- 
try. But with regard to this new aircraft industry 
it seems to me that it would be easy for the govern- 
ment to take over the aircraft industry, and that 
you would he working rather more for the state 
than you are at present, but not very much more. 

Mr. Handley Page : Well, of course, if it 
could he done, and done successfully, if one were 
working wholly for the state, then in that case 
why not do it? The answer to it is, of course, 
that in the original days of 1911, or about that 
time, when Lord Haldane was War Minister, it 
was envisaged that the whole of the manufacture 
would take place at the Royal Aircraft Establish- 
ment — or the Royal Aircraft Factory, as it then 
was — and that design and manufacture would he 
conducted as in a government dockyard; hut it has 
been found by development, not only in this coun- 
try but everywhere else, that that policy leads to 
stagnation, because of the lack of the competitive 
element which I think even Mr. McKinnon Wood 
in his evidence says is so necessary; that when that 
competitive element is lacking we fall behind. The 
gieat instance was during the War, when the 
B.E.2.C., a government design, was completely out- 
classed by privately produced aircraft on the other 
side. 

3733. Sir Philip Gibbs : I think it would be fair to 
say that owing to the elementary stage of aviation 
at that time compared with its position now, the 
government factories were not in the position in 
which they are to-day. 

Mr. Handley Page ; I think one has to remem- 
ber all the time that it is not large numbers 
that are required, but high efficiency, and that it is 
much more important to have something in small 
quantities that is ten per cent, better than the 
opposite side, than large numbers of something that 
is only mediocre; and it is that terrible rate of 
technical progress that is called for all the time in 
developing aviation that you will never get in a 
nationalised system. 

3734. Professor Gutteridge ; One of our earlier 
witnesses put it in this way : that you have to he 
just in front of the other fellow. 

Mr. Handley Page : You have to be a good' 
deal in front of him ; and inevitably, however much 
one may regret it or however much one may like it, 
the power lies with the country which has a great 
industrial potential due to its private industry. 
That applies not only to aircraft manufacture, it 
applies to the production of raw materials, the new 
alloys that have been referred to, bronze bearings 
for engines, duralumin in connection with bodies 
and wings of aeroplanes, the use of magnesium and 
some of its alloys, all of which is finding an outlet 
in commercial life. Then one knows the method by 
which motor cars are produced, and the hundred 
and one accessories required such as nuts, bolts, 
and rivets; they are all used for ancillary in- 
dustries and it is only when you come to the 
specialised aircraft work that you find that you need 
to draw on all those industries if you are going to 
make progress. 

Mr. Fairey : Sir Philip, you pointed out that 
the conditions during the war were different from 
what they are now, but there are now in the world 
many national aircraft factories, and they inevitably 
fall behind private enterprise in design. They come 
to us for new designs ; they buy our designs, foi; 
reproduction; they mostly come to England. 


3735. Sir Philip Gibbs : Yes. I thought it was Sir 

Robert McLean who rather far back in our proceed- 
ings this morning said that the aircraft industry 

I imagine he meant in design — was tending to stereo- 
type itself. 

Sir Bobert McLean : Oh, no ; rather the con- 
trary. 

3736. Professor Gutteridge : I think I said that even 
now the aircraft industry is in a somewhat fluid 
condition, and I understood you to say that it ivas 
settling down. 

Sir Bobert McLean : The industry. I thought 
Sir Philip meant not the industry but the art of 
design, and so on. 

3737. Sir Philip Gibbs : I must say I was perhaps 
stressing the design part of the industry; but may 
I ask you this. Even in design is there not a kind 
of idtimate possibility; that is to say, can you go 
beyond a certain limit in speed and fighting 
efficiency ? 

Sir Bobert McLean : I am not a technical man, 
but I have heard nobody who would say that we 
are anywhere near finality either in structure, aero- 
dynamics or speed. 

3738. Sir Philip Gibbs : The idea that I had in mind 
was this, that for war purposes it might be possible 
at this stage to standardise a machine which would 
be up to the highest level of efficiency. 

Sir Bobert McLean: It might be up to date 
to-day and out of date in a year’s time, overpassed 
by some other development. 

3739. Sir Philip Gibbs : I imagine that if some 
new crisis were to overtake this country and we had 
to develop our air fleet enormously, there would be 
an immediate attempt at standardisation of the 
best fighting types. Is that so? 

Sir Bobert ^fcLcan: T think they would go 
hand in hand. The most suitable design would be 
chosen, the numbers required would be ascertained, 
and development would continue. 

Mr. Handley Page : One of our greatest diffi- 
culties in the industry is that even if you take a 
standard type it is always being modified, and if 
we were in the midst of a crisis, and unfortunately 
got into another war, you would find that the ex- 
perience in the field would necessitate continual 
change in the aircraft. It is that essential flexi- 
bility of development which makes for progress and 
is only possible when it is being dealt with by 
people who are in intense competition each with the 
other. 

3740. Sir Philip Gibbs : It seems to me, if I may 
say so with respect, that the present system is a 
little disorderly. In the present proposal of the 
government to increase the nation’s military air- 
craft, there does not seem to me to be any order. 
Shall I say it is haphazard and is dependent on a 
variety of private businesses and on a variety of 
designs which are constantly changing, and there- 
fore the government seem dependent upon what I 
should call a slight anarchy in the situation. 

Mr. Handley Page : Does not that mean, in 
effect, that the government has no fundamental 
policy? 

3741. Sir Philip Gibbs : Yes, I think it does mean 
that. 

Mr. Handley Page : I do not think that we 
as aircraft constructors can he held responsible for 
that, if it were true; but I do not think it is true; 
far from it. Really, this has nothing to do with us. 

3742. Sir Philip Gibbs : It has this to do with you. 
We have, to decide, or at any rate to suggest, 
whether any alternative system is possible ; therefore 
it does affect you. 

Mr. Handley Page: But in this respect the 
Royal Air Force is a fighting service which has 
various branches of its arm, and equipment is 
allotted to its respective branches. .lust as in the 
Army you have infantry, cavalry, and so on, so in 
the scheme of the Air Force there are different 
ranges of machines, proceeding from the small 
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fighters up to the big bombers, and there is, with- 
out doubt, a correlated policy between the different 
branches as to how many of each kind will be re- 
quired, when they shall be replaced, and by which 
type they shall be replaced as they rapidly become 
obsolete. Then in the scheme of replenishment of 
the Air Force there is a considered policy whereby 
certain firms are making certain aircraft in com- 
petitive tender and are providing the Air Force 
with those aircraft. I do not see that you can call 
that anarchy. 

3743. Sir Philip Gibbs : I felt in my own mind that 
if there had been some government manufacture in 
what is, after all, a new business, it might have 
been easier to co-ordinate and might have produced 
more efficient results in the way of fighting machines. 

il/r. Handley Page : I very much doubt that, 
because if you want to make quick progress— that 
is if you want to have machines which are more 
efficient than your competitors— then you must make 
quick decisions in the various stages, and you will 
never get that quick decision from a committee con- 
trolling a nationalised industry. 

3744. Sir Philip Gibbs : I am afraid I have asked 
too many questions, but may I ask two or three 
more of an entirely different character. As you are 
aware— indeed, you have already noted— there has 
been a considerable amount of criticism, and perhaps 
even abuse, of the private aircraft industry from 
some of our witnesses and from the outside public. 

I think the main charges which are made against 
you are that you are all acting together in a kind of 
friendly arrangement 

Mr. Fairey: Completely untrue! 

3745. Sir Philip Gibbs: in order to establish 

prices 

Mr. Fairey: Completely untrue! 

3746. Sir Philip Gibbs : with which you ^en 

face the government. That is one °^nrge. i y 
I eniinierate two or three more. Secondly, that you, 
as a body of industrialists, endeavour to create 
terror in the public mind so that the government 
will be forced to give more orders to your firms 
Thirdly, that you actually use political effort an 
efforts in private speeches against ^ 

disarmament in order to increase your profits, iliose 
are the charges- they are not personal charges o 
mine— that have been brought against you. Witn 
regard to one other charge, I believe Mr. Fairey 
has been pointed out as a “ very dark criminal . 

Mr. Fairey: Shall I deal with that first. I 
am very glad that Sir Philip has raised it. That is 
the sort of thing which is said by witnesses in 
of a Commission like this without any regard to 
facts and, whether intentionally or not, it creates 
prejudice. 

3747. Sir Philip Gibbs : Yes. 

Mr. Fairey: If that witness had made any 
effort to ascertain the true facts of the case he 
would have found that there had been an inquiry 
ill Peru and that the charges were not true. Mr. 
Webster, a competitor, was alleged to have stated 
before the Nye Committee that we had charged 
10,000 dollars more per machine, and that the equip- 
ment we supplied with our machine was inferior 
ill the tests to the American maehines, and that 
someone had received 100,000 dollars commission 
that is, £20,000. The. total contract was only 
£42,000. Immediately this charge was made, the 
Peruvian government instituted an inquiry, through 
the Ministry of Marine. They cabled to the 
Ambassadors in Washington and London to ascertain 
the facts, and the facts ascertained were these : 
that the net price of the aircraft we supplied was 
not 10,000 dollars more, but between 600 and 700 
dollars less than the American; that no Peruvian 
official had received any payment, and that no tests 
had been made as between the two types of 
machine ; in fact, the American ones were not 
delivered. All those facts were available; they were 
in the Peruvian press. Mr. Webster, becoming 


aware of the investigation, sent the following cable 
to the Inspector General of Aviation in Peru on 
14th September, 1934 : ^ „ • 

“ Commandante Gilardi, Air Force Service, 
Lima. The versions published in the press regard- 
ing the Senate investigations are absolutely 
incorrect, unwarranted, and contain no vestige of 
truth of the evidence given. I am very sorry this 
has happened and I am preparing a sworn declara- 
tion which contains the true facts with reference 
to the Peruvian business. 1 am sure you will then 
be convinced that absolutely nothing has been 
said which would in any way reflect on the 
integrity of any Government official. It seems 
that for some political reason there is an attempt 
to ruin the industry. I trust that you will 
reserve your opinion until you obtain the exact 
and complete version ”. 

I do object to that sort of thing being cast before 
this Commission as if it were true. 

3748. Sir Philip Gibbs: We are very willing to 
accept that statement. 

Professor Gutteridge : No doubt you are very 
glad to have had an opiportunity of making that 
statement. 

Mr. Fairey: I am very glad, sir. My name 
has been bandied about in America and elsew'iore. 
The other charge is that the Daily Mirror holds 4,000 
of my shares. I cannot help that, but I know that 
the capitalisation of the ‘Daily Mirror Newspapers 
is £2,200,000, so that their interest in aircraft is 
0.18 per cent. 

3749. Sir Philip Gibbs: In an interview with the 
Daily Mail you are said to have advocated a 400 per 
cent, increase in the Air Force reserve. That rather 
suggests to the mind of the critical public, perhaps, 
that the aircraft manufacturers are urging the 
nation to build up a very heavy air fleet. 

Mr. Fairey : I am pointing out what I consider 
to be a technical error, that we have not enough 
reserves in proportion to the aircraft available. 
We are the only people who can point that out; the 
government officials cannot do it. 

3750. Sir Philip Gibbs: I think that government 
officials ought to be able to do it. 

Mr. Fairey : Not publicly. 

3751. Sir Philip Gibbs: They ought to be able to 
decide that question. 

Sir Robert McLean : I should like to deal with 
the first point that Sir Philip made with regard to 
the ring, co-operation or collusion in regard to prices, 
and that we were in .fact authorised to hand in 
agreed prices to the government. There is not a 
word of truth in that. We are in the keenest 
technical competition ; we are in the keenest com- 
mercial competition where competitive prices are 
asked for. Prices for any given type are not, nor 
have they ever been, agreed between us before a 
tender is placed. I am glad to be able to give a 
denial to that statement, because we always keep 
our proceedings entirely free from matters of that 
sort. 

(Adjourned for a short time.) 


On resuming: — 

3752. Sir Thomas .Wen: In section XIII of your 
statement,* you quote Lord Marley, who claimed, 
and ivas very insistent upon, the essential necessity 
of national production with regard to aeroplanes. I 
would like to say in that connection that Lord 
Marley, while he is an advocate of peace, was very 
insistent that with regard to the future we should 
not be left in the position that we were at the time 
of the last war. His point was that if war was a 
necessity we should be sure of being nationally 
equipped to the highest possible efficiency. I take it 
that in any scheme of national production in war 
time or in an emergency we should have greatly to 
increase the present outpu t— one hundredfold, or 

* See p. 515, supra. 
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pei'iiaps even more than that. What is your posi- 
tion with regard to quick expansion in war time as 
distinct from peace time? 

Sir Sohert McLean-. That is a question that I 
think, with all deference, should be directed to gov- 
ernment witnesses. 

3763. Professor Gutteridge : I think it may involve 
questions of policy in regard to national defence, may 
it not? 

Sir Robert McLean: We are not prepared to 
disclose figures on that point. 

3764. Sir Tluomas Allen : My xioint is that while in 
the last resort it is a question for the government, 
it would be interesting to know something about 
your capacity in an emergency. 

Sir Robert McLean : I have no doubt they 
would give you all the figures that you desired as a 
Royal Commission. 

3755. Sir Thomas Allen : Thank you. You told us 
this morning that with regard to aircraft we are up 
against a new science — which implies, of course, that 
the nation of the future to which flying is not a 
commonplace will be out of the running. You would 
agree with that, would you not? It has been put to 
us that because of that fact there is the clearest 
possible case for a system of state manufacture. 

Have you anything to say on that? 

• 

Sir Robert McLean : I think it is a mistake 
to divorce manufacture from invention and design. 
The state might conceivably manufacture a very- 
large number of indifferent things. The technical 
supremacy is equally as important as the mere pro- 
duction of a bit of equipment. I would not be pre- 
pared to agree here and now that state manufacture 
is inevitably necessary to keep technique pre- 
dominant. I should take the other view. 

3756. Sir Thomas Allen : We have been told that the 
aircraft industry is very slightly connected with 
other industries. Can you tell us how far your 
ability to expand is dependent upon any other pro- 
duction in which you may be engaged? 

Mr. Handley Page: I think it is inter- 

connected at almost every stage, right from the raw 
material almost to the finished article. 

Secretary ; I do not think you caught the 
question. The question is how far your capacity for 
expansion is dependent upon your own activities in 
other kinds of production than military production. 
Is not that what you mean. Sir Thomas? 

Sir Thomas Allen : Yes.' 

Sir Robert -McLean : The ability to expand is 
a matter of the capacity of the various plants in the 
industry. In so far as you can, having regard to 
the number of shops and the number of employees, 
divert from civil to military work that is your 
capacity for expansion, but, as I have said, I think 
we are not entitled to put that into figures. 

3767. Sir Thomas Allen: You have referred to raw 
materials. Have j-ou any control over raw materials 
in any way, or do you manufacture any? 

Sir Robert McJjcan : None whatever. 

3758. Sir Thomas Allen : You are totally dexiendent 
on other manufacture than your own? 

Sir Robert McLean : For raw material, yes. 

3759. Sir Thomas Allen: We have been told again 
and again about the alleged want of collaboration 
between the Admiralty, the War Office and the Air 
Ministry. Is there anything that is still wanting 
with regard to air production in that direction? Do 
they come to you collectively or in any other way? 

Sir Robert McLean: We deal only with the 
Air Ministry, who are responsible for the supply to 
the other arms of the service. 

3760. <Sir Thomas Allen: A reference was made this 
morning to exports. I noticed that a question was 
put in the House of Commons with regard to the 
export of aii’craft, and in the reiily it was stated 
if I remember rightly, that 415 complete aeroplanes 
were exported and 687 engines; that of those com- 
pleted aeroplanes, 408 went to Germany, leaving 7 


for all other countries; and 683 engines went to 
Germany, leaving 104 for other countries.* 

Professor Gutteridge: Have you the dates Sir 
Thomas ? 

Sir Thomas Allen : I am sorry, I have not at 
the moment. Presuming those figures are accurate 
and in view of the fact that was advanced this morn- 
ing that those engines in xiarticular were about three 
years old, were they from stock or were they manu- 
factured to a xiattern that was three years old? 

Colonel Fell: They were manufactured to a 
pattern that was three 5 'ears old. They were manu- 
factured specially. 

3761. Sir Thomas Allen: You would not regard that 
pattern as being obsolete in any way? 

Mr. Allen : Would you mind telling us where 
the figures come from? 

3762. Sir Thomas Allen: They came in a rexfly to a 
question xiut in the House of Commons, 1 believe 
by Dr. Addison. It is very vague in my mind at 
the moment, but I took the figures down at the time 
and that was the reply, if my memory is not at 
fault. 

Sir Robert McLean : Might I get the figures 
clear? You mentioned 408 aircraft exported to 
Germany ? 

Professor Gutteridge : Perhaps Sir Thomas 

would repeat the figures. 

3763. Sir Thomas Allen: 415 complete aeroplanes, of 

which 408 went to Germany, and 687 engines, of 
which 583 went to Germany. ’ 

Sir Robert McTjean: What year was this? 

3764. Sir Thomas Allen: Last year. 

Mr. Handley Page : I do not think there have 
been any aeroplanes exported to Germany. 

Mr. Fairey: I have never heard of one. 

Sir Robert McLean: But if there had been, 
they would have been exported with the full 
approval of the government, had they been military 
aircraft. I question the figures. I think the figures 
are not accurate. 

3765. Sir Thomas Allen: If they had been exported 
"we may take it that they would have been exported 
with the consent of the government. But what is 
troubling us is this, that someone said this morning 
that occasionally an aeroxilane or an engine was sent 
out and they manufactured from one or more 
machines. It is not possible to say that all those 
would have been sent out simx)ly as a basis of 
manufacture for others. 

Air. Fairey : There is something wrong. I 
have never heard of a solitary aeroplane being 
exxjorted to Germany. 

3766. Professor Gutteridge : Is it a question of date? 
You are speaking of last year. 

Sir Robert AlcLean : Or any year. 

3767. Professor Gutteridge : Is it possible they were 
exported at any earlier period? 

Air. Fairey: There never have been aeroplanes 
exported to Germany. I do not think there is a 
solitary instance. 

3768. Professor Gutteridge : iSo the date is 

immaterial from that point of view. 

Air. Fairey: I cannot recall that a single 

aeroplane has been exported to Germany since the 
War. 

Colonel Fell: There were 80 engines of the 
Siddeley make and roughly 30 Rolls-Royce engines — 
I think that is the total — and those .were not ex- 
ported during last year at all. They were all 
exported in 1934. 

3769. Sir Thomas Allen : I will ask the secretary to 
verify or otherwise my figures. We will get it on 
the record later on.* 

Sir Robert AlcLean : Certainly we will look 

it up. 

3770. Sir Thomas Allen : With regard to your 

Society, does it rest upon any financial structure 
at all? 

* QQ. 3760 — 3769: In reply to a question in the House 
of Commons on 11th July, 1936, it was stated that 
during the year ended May, 1935, 408 complete aero- 
planes and 583 aeroplane engines of United Kingdom 
manufacture were exported, and that of these, 6 com- 
plete aeroplanes and 80 aeroplane engines wei'e 
exported to Germany. 
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Sir Bohert McLean : No. The Society’s reserve 
funds are merely those required to carry on its day 
to day activities. 

3771. Sir Thomas Allen: Do you at any time help to 
keep each other going? 

Sir Bohert McLean : No. 

3772. Professor Gutteridfje: What is your issued 

capital P 

Mr. Allen : We are at cross purposes. Do you 
mean the issued capital of the industry? 

3773. Professor Gutteridge : No, of your Society. 

Mr. Allen: The Society is a company limited 

by guarantee and has not any capital. 

3774. Professor Gutteridge : You have not obtained 
the permission of the Board of Trade to omit the 
word “ Limited,” that is all? 

ill?-. Allen: Yes. 

3775. Sir Thomas Allen: I notice in the figures of 
the returns that the export of aeroplane engines and 
parts during the last 10 years has totalled an average 
of £1,500,000. Would you agree that? 

Sir Bohert McLean : Yes, per annum. 

3776. Sir Thomas Allen : What percentage is that of 
the total production in Great Britain? 

Mr. Fairey : The Air Ministry orders are about 

£ 5 , 000 , 000 . 

3777. Sir Thomas .Wen : And may I take it that the 
export of aeroplanes that are or are not instruments 
of war is as high as anything in the way of military 
exports ? 

Sir Bohert McLean: We have no data on 

that. 

3778. Sir Thomas Allen : There is one point I would 
like to clear up. I have read that while non- 
inflammable diesel oil is used for trams, ships, omni- 
buses, and other forms of transport, it is the excep- 
tion to use it for aeroplanes. Is that so? 

Sir Bohert McLean: That is not strictly true. 
Diesel oil is used in certain cases in air transport — 
so far not in many cases, but the reason is one of 
technical development. 

3779. Sir Thomas Allen: Is it largely true? 

Sir Bohert McLean: It is largely true, yes. 

3780. Sir Thomas Allen: It has been further ad- 
vanced that the use of the petrol engine is superior 
for military purposes but that, as a result of using 
the petrol engine, when an airman comes down there 
is no chance at all for him, the machine simply blazes 
away ; that on the other hand, if a diesel engine 
were adopted, the result might be quite different, 
and there would be a saving of life. Can you help ^ 
us by giving us any information in regard to that? 

Mr. Fairey : In the first place, the object of 
using the diesel engine would be for the long-range 
machine, not for the short-range. The petrol engine 
is infinitely superior for the short-range machine. 
For the machine that stays in the air for over four 
or five hours the diesel engine is superior, but for 
anything less than that the petrol engine is superior. 
That is approximately. The fire danger has been 
proved to be located mostly in the inflammability of 
the hot oil from the broken engine to the exhaust. 
Certain experiments have been made in America. 
It is not certain that the use of diesel oil would 
remove the fire danger. It would probably reduce 
it; but it is not certain. The chief source of ignition 
has been proved to be the hot oil from the engine 
itself. It reaches the exhaust valves or exhaust 
manifold and fires more swiftly. 

3781. Sir Thomas Allen : This morning you told us 
that the only country producing for itself was Soviet 
Russia. Later you said that you -were exporting 
engines to Soviet Russia. Did I understand you 

aright? . 

Mr. Fairey: We were speaking of aircratt. 
Not in big quantities; small quantities. 

3782. Sir Thomas Allen: Complete aircraft engines? 
Mr. Fairey : Complete aeroplanes with engines. 

3783. Sir Thomas Allen: Complete planes? 

Mr. Fairey: Complete planes. 

3784. Sir Thomas Allen: Would it be giving away 
any secret if you were to tell us something abou 
the quantity? 


Mr. Fairey : It is very small. 

3785. Sir Thomas Allen: I would like to develop 
the point that was advanced this morning by Sir 
Philip with regard to collaboration for scientific re- 
search. Witnesses have told us that the flexibility 
of the present system is very detrimental to mass 
production in time of war and that a system of 
standardisation would be very much better, that 
this infinite variety of firms and variety of types 
which different companies handle is a very serious 
handicax) in the hour of emergency. Could you say 
anything about that? 

Mr. Fairey : It is entirely a question for the 
Ministry. These types are made to the order of the 
Ministry. We do not decide what types are to go 
into production. We wish we did. It is for military 
reasons that they have this variation. They would 
have just as many types if the factories were 
nationalised — or they would need them. 

3786. Sir Thomas Allen: On the supposition that 
you had more or less a free hand and were not 
subjected to the Air Ministry in any way, would you 
favour less variety in types of machine? 

Mr. Fairey: That is a military question, not 
a commercial one. These different types exist not 
because of the number of firms but because of the 
different types of military aircraft that are required ; 
there is the interceptor, and the reconnaissance 
fighter, and a number of different types. The 
requirement is a military one. The commercial 
requirements do not affect the situation. 

3787. Svr Thomas Allen : Failing state ownership or 
state monopoly, have you any suggestions to make 
that would be helpful to us with regard to the con- 
trol of profits ? Because one of the strong argu- 
ments that has been put up to us is that this 
type of manufacture — like others, of course is a 
profit-making machine and the public are more or 
less alarmed at the iirofits that are made out of 
these industries. What suggestion can you make 
with regard to the control of profits that would 
give the public confidence, which they do not ap>pear 
to have at the present time? 

Sir Bohert McLean: If I may refer to the 
present emergency and what is called the exj)ansion 
programme, I think I could probably set your mind 
at rest by saying that in all matters regarding 
prices, and therefore profits, the industry as a whole 
has agreed that in any case of disagreement about 
the adequacy or otherwise of a price we would be 
prepared to abide by the advice of three impartial 
gentlemen of high standing, that we .would be bound 
to accept the advice that they offered to the 
Secretary of State for Air as to the price to bo 

378s! Sir Thomas Allen: There would be a system 
of government costing vis-a-vis your industry. The 
matter would be gone into closely and prices would 
be adjusted. 

Sir Bohert McLean: There would be a tech- 
nical cost investigation of our tendered price and 
in case of inability to agree a price with the Air 
Ministry then these three impartial gentlemen of 
high standing are called in, the matter is referred 
to them, and we are bound to abide by their deci- 
sion. They were appointed by the Secretary of 

State for Air. . x 

Professor Gutteridge: It is virtually a system 
of arbitration. The only difference is that you allow 
the other side to appoint the arbitrators. Other- 
wise it is an arbitration. 

3789. Sir Thomas Allen: Would you have any objec- 

tion to the publication of the decision arrived at 
between you and the Air Ministry? That would 
give confidence to the public. ^ 

Sir Bohert McLean: That, I think, is purely 
a matter for the Secretary of State. They are his 
nominees. 

3790. Sir Thomas Allen : Have you any idea of the 
size of the aeroplane business on the continent, or 
outside Great Britain— is it very large? 

Sir Bohert McLean: It varies in different 

countries. 
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3791. Sir Thomas Allen: You have no figures at all? 

Sir Robert McLean : No figures at all. 

3792. Sir Thomas Allen : With regard to world pro- 
duction. 

Sir Robert McLean: No. In many cases 
figures of production would not he available. 

Mr. Fairey: Many air forces are bigger than 
the British, and therefore we must assume that the 
figures are bigger. 

3793. Sir Thomas Allen: That would apply to Ger- 
many ? 

Mr. Fairey: To Germany also. 

3794. Sir Thomas Allen : In the last paragraph of 
section VIII of your statement,* you make this 
remark : “ . . . that the backbone of the Minis- 
f-ry ” — that is the Ministry of Munitions — “ was the 
private industrialists who readily gave their ser- 
vices to co-ordinate and control production.” I 
take it that whatever the decision might he with 
regard to national production in totality, or in part 
together with private production, you would give 
that loyalty in any future emergency that you have 
given in the past. 

Sir Robert McLean : I think so. That stands 
as a matter of course. It is a question of patriotic 
citizenship. 

3795. Dame Rachel Crowdy: I am very interested 
in a paragraph in section XII of your statement. 
You say “ Beyond these regulations the Ministry ” 

that is the Air Ministry — “ exercises an overriding 
veto on foreign sales of military aircraft, including 
the grant of licences to manufacture abroad.” You 
go on to say “It is assumed that the Board of 
Trade would not grant an export licence without 
reference to the Air Ministry, hut in practice the 
matter is referred to the Air Ministry by the air- 
craft constructor direct in the beginning, and the 
constructor acts in accordance with the wishes ex- 
pressed by the Ministry.” In one case it deals with 
the grant of licences to manufacture abroad and in 
the other it deals with the grant of licences for 
export. I have two questions to ask. First of all, 
can you give this Commission any idea of what 
is the basis — if you know it — of the Air Ministry’s 
veto on the grant of licences for setting up factories 
abroad P 

Sir Robert McLean : The setting up of fac- 
tories has no relation to this matter. 

3796. Dame Rachel Crowdy : You mention the veto 
on foreign sales, including the grant of licences 
to manufacture abroad. 

Sir Robert McLean : That is the licence to 
another constructor abroad to manufacture a par- 
ticular type of aircraft. 

3797. Dame Rachel Crowdy : I should be very in- 
terested to hear what is the basis of the grant. 

Sir Robert McLean : The basis, I think, is 
this, that they have no objection to our making 
this particular design of commercial value to us, 
provided it is not against the public interest. 

3798. Secretary : Is the veto based on statutory 

authority ? 

Sir Robert McLean: The veto is not based on 
statutory authority. 

Mr. Fairey : I would not he quite certain. 
The Ministry have issued a memorandum informing 
us that we have to obtain permission. Of course 
there is the Official Secrets Act, but above all there 
is the fact that we are hand and foot with the 
Air Ministry. We would in no way upset them. 

Sir Robert McLean : I think it is a question 
of public interest. If what is being disclosed is of 
no detriment to the public interest they would have 
no objection. 

Air. Fairey: I imagine the Official Secrets Act 
is elastic. They could find a way out. 

3799. Professor Cutteridge : It is reinforced by the 
fact that they have resident officers. 

Air. Fairey : They have resident inspectors. 
Everything that we do comes under their eye. 


3800. Dame Rachel Crowdy: With regard to this 
second sentence—” It is assumed that the Board of 
Trade would not grant an export licence without 
reference to the Air Ministry,” etc. — would the 
Board of Trade ever refuse to grant a licence which 
was recommended by the Air Ministry should be 
granted to you? Have you had any oases where the 
Board of Trade has refused on the recommendation 
of the Air Ministry to grant a licence? Can you 
remember any? 

Air. Fairey : I cannot remember one. 

3801. Dame Rachel Crowdy : Are you ever refused 
a licence? 

Air. Fairey: Very often. We are refused per- 
mission to export. 

3802. Dame Rachel Crowdy. I mean an export 
licence. 

Air. Fairey: Very often. 

3803. Dame Rachel Crowdy : For political reasons ? 

Air. Fairey : For political reasons and no 

other. The China war, the Chaco war, the Greek 
revolution, were cases. 

3804. Dame Rachel Crowdy : Of refusal to allow the 
export of military aircraft? 

Air. Fairey: I am afraid wo do not question 
the authorities. We are so accustomed to take it for 
granted tliat they have the necessary statutory 
powers. We asked the Ministry’s permission, having 
got contracts, and they said no. 

3805. Dame Rachel Crowdy : Can you export con- 
vertible planes? It has been stated in evidence 
that you can make commercial planes into military 
planes, that a certain type of plane is convertible. 

Air. Fairey : You do not need a licence to ex- 
port purely civil aircraft. That is to say, aircraft 
with no equipment and fittings for military purposes. 
Nevertheless, no attempt is ever made to evade the 
regulations. 

3806. Dame Rachel Crowdy: The type of aircraft 
that has been termed by our witnesses “ con- 
vertible ” is, I suppose, easy to convert. 

Air. Fairey: I do not know what that means. 
It depends upon what are the military purposes for 
which it is required and the type of machine. 

3807. Dame Rachel Crowdy : I suppose they refer 
to those types that could be used for bombing pur- 
poses. 

Air. Fairey : You can use any plane for bomb- 
ing pnrposes provided it will not be encountering 
any fighting planes. 

3808. Dame Rachel Crowdy : Those you can export 
quite freely without licence? 

Air. Fairey : Yes. 

3809. Dame Rachel Crowdy: Even to any country 
for which there is an embargo on the export of 
military aircraft? 

Air. Fairey : Presumably. 

3810. Dame Rachel Crowdy : Did you in fact export 
to any great extent these commercial planes that 
could be converted, to China and Japan from 1931 
to 1933, to Bolivia and Paraguay from 1932 to 1935? 

Air. Fairey : None whatever. The bulk of us 
do not make any civil aircraft, or very few, and the 
de Havilland standard planes are much too small for 
bombing. It is only recently that the de Havilland 
transport planes might be used for bombers. I am 
sure they never have. No attempt has been made to 
evade the regulations. 

.3811. Dame Rachel Crowdy: Then you would not 
have any objection, in view of the fact that certain 
civil planes are convertible for certain purposes, if 
the export licence granted by the Board of Trade 
were extended to civil planes? 

Air. Fairey : I imagine not. A few more 

regulations more or less would make no difference. 

Air. Handley Page : Commercial machines are 
not readily convertible into war planes. It is true 
to say that the development of high-speed planes 
is tending to merge towards one another, but that 
is a different thing from making a machine con- 
vertible. I do not think any power wanting to buy 


* See p. 511 supra. 
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a quasi-military machine would think of buying a 
civil machine with a view to converting it. 

3812. Secretary: Is not a military machine without 
its military equipment a civil machine for the pur- 
pose of the regulations? 

Mr. Handley Page : I suppose that any mili- 
tary machine when you take off the military equip- 
ment you can say is a civil machine. 

3813. Professor Gutteridgc : We were told that the 
Germans were making aeroplanes of that kind while 
they were under the ban of the Treaty of Versailles, 
that they were making something that purported to 
be a commercial plane, but which could be used for 
military purposes. 

Mr. Handley Page: I think that is very 
largely a tale. When you are making a machine 
which it is worth while for an efl5cient service to use, 
then you have to be prepared for great changes to 
make a civil machine into a military one, but what 
was said this morning was quite different from 
the question of whether a machine is convertible or 
not from civil to military. This morning it was said 
that the designs of military and civil machines 
tend to become similar under certain conditions and 
the paramount condition is this that the aeroplane 
is designed for speed and that in the case of the 
military aeroplane speed and not armament is 
accepted as the defence of the aeroplane. 

3814. Dame llachel Crowdy : I am speaking of evi- 
dence which was given before us about three months 
ago. AVe had evidence which was in complete oppo- 
sition. One day we would hear that a commercinl 
plane could be easily converted for bombing purposes, 
the next day we were told by another witness that 
it was absolutely impossible. 

Mr. Fairey : It was a confusion of thought. 

I am not sure that those people were well informed 
on the question. The fighting aircraft has no parallel 
in the civil aircraft. The bomber is only of use if 
it is in country where it cannot encounter fighting 
aircraft. The commercial plane would have to be 
redesigned before it could become an effective mili- 
tary aircraft. 

3815. Dame liachcl Crowdy : The evidence that I had 
in mind was in connection with a country, obviously 
in the Far East, where there were no fighting planes 
to send up against any converted bombing planes 
that were sent over. 

Mr. Fairey : You could use a transport machine 
as a bomber if you devised and installed the gear for 
dropping the bombs. 

3816. Dame Bachel Crowdy: Have you sent any 

commercial planes to China — that is the country I 
have particularly in mind? 

Mr. Fairey : No. 

3817. Dame Bachel Crowdy : Or to Bolivia and Para- 
guay at the time the embargo was on? 

Mr. Fairey : No, I assure you that no attempt 
has been made to evade these regulations. 

3818. Dame Bachel Crowdy : Certain accusations 

have been made 

Mr. Fairey : And we thank you for the oppor- 
tunity of denying them. 

3819. Dame Bachel Crowdy: No doubt you have 
read most of the evidence that has been given to this 
Commission iii regard to the aircraft industry, and 
you know the various accusations that have been 
made against the industry during our sittings of 
the last six months. Among others there has been 
the accusation that the British technical delegates at 
Geneva opposed total air disarmament. Would you 
agree with that? 

Mr. Fairey: They were not British technical 
delegates; they were military peoxile. 

3820. Dame Bachel Crowdy : If you will read your 
Geneva evidence a little further if you have it by 
you, you will find that it was stated that the air- 
craft industry was very much behind the technical 
delegates who opposed total air disarmament. That 
is an accusation that has been made. Like Sir 
Philip, I am not saying that it is a true accusation, 


but would you agree that the British technical dele- 
gates at Geneva opposed air disarmament? 

Sir Bobert McLean : The delegates there were 
carrying out the instructions of the government, 
they were seiwants of the government. We had no 
influence on them whatever, and anything they did 
was done at the behest of the government of which 
they .were servants, and to lay it at our door that 
we helped or hindered, encouraged or discouraged 
them is a complete violation of the facts. 

3821. Dame Bachel Crowdy: Like 'Sir Philip, I make 
no accusation. I simply convey to you the statement 
that was made to us, and I am very grateful when 
you give me the answ^ers to the questions that I put 
to you. I wanted to ask you one more question in 
connection with what Mr. Allen said just now. He 
was talking about those 80 engines that were sent to 
Germany. AVould they be exported under Board of 
Trade licence or not, in view of the fact that we 
were told that they could have been used for 
military purposes? 

Colonel Fell: They were definitely exported 
under Board of Trade licence.* 

3822. Dame Bachel Crowdy: Therefore, the assump- 
tion is that they were military planes, otherwise 
they would not have required the Board of Trade 
licence. 

Colonel Fell : We should have had to get a 
licence at any time. 

3823. Professor Gutteridge: You do not require an 
export licence for engines. 

Secretary : Surely the open general licence 
would cover engines? 

Colonel Fell: They were not exported as 

military planes at all, they were exported for civil 
firms. 

3824. Secretary: But they were exported under 

licence ? 

Colonel Fell : Yes. 

3825. Professor Gutteridge : You can give us the 
names of the firms if necessary? 

Colonel Fell: Certainly:* 

3826. Sir Kenneth Lee : At the end of section VI 
of your statement you mention the head of the 
German Army Air Service. I am not quite sure 
whether you are referring to the head during the 
War or the present head? 

BIr. Allen : The head during the War period. 
That is an extract from his own reminiscences. 

3827. Sir Kenneth Lee : That has nothing to do with 
the present situation. A good many questions have 
been put to you with regard to research and 
secrecy. AA’'ould it not be very much easier, if the 
state produced the aeroplane and did the research 
work, to maintain secrecy for a longer time? 

BIr. Fairey: We are entrusted with a number 
of official secrets and I have never _ heard of one 
leaking out. It does not look as if the present 
system could be improved upon. During the 20 
years that most of us have been in the business we 
have been entrusted with many official secrets. We 
know in advance wdiat the government specification 
will be. In spite of this world-wide co-operation 
that people talk about, I have never heard a 
solitary complaint from the Air Ministry or from 
anyone else that a single secret has leaked out. 

3828. Sir Kenneth Lee: Are all your people under 
secrecy agreements? 

BIr. Fairey : Not all of them, but the secret 
information reaches the managing-director or the 
head of the firm and it is, at his discretion, com- 
municated only to those people whom he has under 
his control. 

3829. Sir Kenneth Lee : So that they could not 
leave your service and go elsewhere and disclose the 
S6Cr€'t ? 

BIr. Fairey : Not in the stages during which 
the information remained secret. You under.stand 
this information is only secret while it is new. ^ After 
a certain period we are permitted to publish it. 

*QQ. 3821—3825. The witness subsequently modified 
his answers to these questions. See Appendix 2, p.533. 
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We never keep a wateli on the people; they are all 
old-established ; indeed, the}' would have to he old- 
established to hold the high position that they 
occupy in our drawing offices. 

3830. Sir Kenneth Lee : But it has only been kept 
secret because, I take it, the state has been anxious 
to help you to keep your business together and get 
orders. The state would not have the same interest 
in getting orders if they themselves produced the 
goods. 

Mr. Fairey: No, but I suggest the secrecy 
would be no better, because a state employee could 
also leave the state employ with secrets of that 
nature in his possession. 

Sir jRohert McLean : I am not quite clear what 
you mean by “ secret.” Do you mean that air- 
craft design ought not to be disclosed, or do you 
refer to the government disclosure to us long before 
it reaches the stage of design ; or do you refer to 
patents? 

3831. Sir Kenneth Lee : The patent may never be 
disclosed, but any information that you have about 
improvements that it is not desirable for the world 
to know. If you are doing a great deal of research 
work you are bound to come across things of im- 
portance and invent improvements. 

Sir Ltobert McLean-. Any improvements that 
we make, naturallj', in the first place go into the 
machine that we are developing for the govern- 
ment. Those automatically become secret and 
nothing can be disclosed until they are on the Open 
List. There is an intermediate stage where there is 
part publication, when no secret of importance ma}' 
be disclosed by us. 

3832. Sir Kenneth Lee : It is said that it is easier 
for disclosure to take place or for anything to leak 
out when it is in the hands of private enterprise 
than when it is in the hands of the state. 

Sir Kobert McLean : My answer is that it 
is not. One could go further and say there is 
probably more to conceal under the present regime 
than if the government were responsible for design 
and development; nevertheless, it does not leak out. 
It is not to the interests of the firms that it should 
leak out. 

Mr. Fairey: If we file a patent we have a 
demand from the Air Ministry to disclose it in the 
provisional stage. If it contains anything of 
national use and should be kept secret we are re- 
quested to hand it over, and we transfer it. 

3833. Sir Kenneth Tjee : Is it not easier for the 
organisation that does the long distance research to 
carry that work up to the point of the actual pro- 
duction of the article? 

Sir Kobert McT^ean : I think the two func- 
tions are quite different. In one case you have 

the scientists doing basic research, and in the other 
case you have the skilled draughtsmen and the skilled 
technicians bringing in their knowledge of metal- 
lurgy and so on. There are two different types of 
people, one the scientist and the other the technician. 

3834. Sir Kenneth Lee : Surely in other industries 
it has been proved of great advantage to have the 
research and technical departments in the closest 
collaboration ? 

Sir Kobert McT^ean: Basic research, I think, 
no; ad hoc research, yes. And, of course, we our- 
selves have our ad hoc research establishments which 
are in the closest collaboration with our technicians 
and working under the same head. There is scien- 
tific research and ad hoc research; one is of general 
application and the other is of particular applica- 
tion. 

383-5. Sir Kenneth Lee : But is it not true that 
any really revolutionary development must come 
through long distance research ? 

Sir Kobert McTjcan : Not necessarily. 

3836. Sir Kenneth Lee: Why not? 

Sir Kobert McLjean : It may come by follow- 
ing up a line of ad hoc develoiiment which suddenly 
discloses something of value that is worth pursuing 
further. 


Mr. Fairey: It may be entirely accidental, 
such as the slotted wing flap. I have never heard 
of a pure scientist designing an aeroplane. I 
would hate to fly in it if he did. The scientists 
in our research dexiartment are on the staff 'of the 
designer. 

Mr. Handley Page ; I have here, if the Com- 
mission would like to see it, one of the bound 
volumes issued each year containing the technical 
reports of the Aeronautical Research Committee. 
This copy deals almost entirely with basic research 
some of it of a physical mathematical nature com- 
parable with what you find in text-books. The 
only difference between the aircraft industry and 
other industries is that we are still engaged in 
fundamental basic research and not only in ad hoc 
research. The results of that fundamental research 
are published in this country and other countries. 
Each firni in addition does ad hoc research which 
in some other industries is iirovided for by a com- 
munal body. The non-ferrous metals industry, the 
textile industry, undertake that research. We all 
do ad hoc research, but in addition to that we do 
fundamental research and that is the kind of bible 
uiion which we work. 

3837. Sir Kenneth Lee : Is not one of the weak- 
nesses of the research movement that very often the 
industry does not take advantage of the work that 
has been done? 

Mr. Handley Page : That is where I believe the 
aircraft industry is so much better off than any other 
industry. In 1911 Lord Haldane laid it down that 
there must be long range research through the 
Aeronautical Research Committee. The aircraft 
industry meets the Aeronautical Research Committee 
every si.x months and discusses the whole programme 
of design. Visits are paid by members of the 
Aeronautical Research Committee to the different 
works and the industry tell them what they are 
doing. We work very closely hand-in-hand with the 
Department of Scientific Research which deals with 
these basic problems. That is in connection with 
our ad hoc research work. Then we deal with the 
technical departments which apply all the principles 
gleaned from the text-books to actual specifications 
of aircraft and the industry is asked to work those 
out. Then wo come to the actual aiiplication of 
engineering principles in production. All the way 
through there is extreme collaboration between the 
Air Ministry and the industry. 1 might say the 
industry is a model that others might copy. 

Mr. Fairey: We are a small community; we 
all know each other. 

3838. Professor G-utteridge : It is rather like the 
Yorkshireman’s opinion of himself. 

Mr. Handley Page-. When things are said on 
the other side I think it is only fair that the in- 
dustry should give its own view. 

3839. Mr. Spender : It has been stated that your 
industry is covered by the government in regard to 
whatever you do. The allegation has been freely 
made that those engines exported to Germany could 
only be used for military purposes. It would be 
interesting to hear your view. 

Sir Kobert McTjcan : My view is that any 
engine round a given horse-power can be used in a 
civil or a military aero])lane if it is of modern type. 

3840. Mr. Spender : Your view is that they were 
to be used for civil aviation? 

Sir Kobert Mcljean : I understand they were 
comsigned to a comxiany making civil aircraft. 

3841. Mr. Spender: And you say the government 
liresumably is satisfied? 

Sir Kobert McLean: Presumably the govern- 
ment, having granted a licence, is satisfied. 

3842. Mr. Spender : In addition to exiiorting aero- 
lilanes and engines do you send constructors and 
technicians with your machines when they go 
abroad ? 

Mr. Fairey : Flying instructors do you mean ? 

3843. Mr. Spender : Yes. 
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Mr. Fairey: No. We send occasionally fore- 
men erectors or people to assist in assembling them. 

3844. Mr. Spender: Supposing it is a new type and 
you do not want it to fall into discredit, you want 
it to be properly handled? 

Mr. Fairey : We send an erector, as we call 
him — a workman. 

3845. Mr. Spender: We have heard a great deal 
about this country being backward in aviation. It 
is said that we are far behind. But according to 
the kind of picture that you have presented to us 
we are very much in the forefront technically and 
commercially. That is your view, is it not? 

Sir Bobert McLean: I think that is a fair 
description, subject to the requirements of this par- 
ticular government. 

3846. Mr. Spender : Therefore, such backwardness as 
is alleged, is not due to the industry or to its techni- 
cal branches ? 

Sir Bobert McLean: No. I would go further 
and say that where there appears to be disparity it 
is very often due to conditions peculiar to us. For 
example, in the development of civil aviation we 
have been trying to make air transport an economic 
proposition. On the other hand, America has been 
prepared to spend £5,000,000 to £7,000,000 a year 
in trj^ing to make it spectacular. I think I am 
correct in saving that we spend £3.50,000 a year 
against the '^£5,000,000 to £7,000,000 spent by 
America. 

3847. Mr. Spender : There has been very much criti- 
cism, and it is agreeable to have your view on 

Mr. Fairey : We have not, of course, admitted 
that we are equal in strength of numbers. 

3848. Sir- Thomas. Allen : I ■would like to ask one 

supplementary question. Sir Robert. Would you 
view, with much apprehension the separation or mill- 
tary from civil aircraft? . , t u 

Sir Bobert McLean: I do not think I would 
he interested. For one thing, I do not make civd 
aircraft. The technique of both being the same, it 
would be entirely uneconomic to separate them. 

Mr. Fairey : If it meant that the production 
of military aircraft would be nationalised I should 
view it with considerable apprehension, not from my 
point of view as a manufacturer, but because 1 
know that this country would fall behind, _ 

3849. Professor Gutteridge: I do not think that is 
what Sir Thomas meant. He was asking whether it 
was possible to carve the industry up into two sec- 
tions, as I think was suggested by Mr. McKinnon 

Wood. • 

3850. Sir Thomas .Mien : There was a su^estion 

made to us by someone that the government should 
undertake the whole aircraft production, that with 
regard to the military aircraft they should be the 
sofe salesmen abroad, and that they would leave 
commercial enterprises free to the private firms. 

Mr. Fairey : I understand. 

3851 Professor Gutteridge: I think the phrase iised 
was that they would then throw off the civil oj 

^ the business. I think it was Mr McKinnon V^ood 
who said they would take over the whole and then 
throw off the commercial part. 


Sir Bobert McLean: I think if that wer& 
done and if there were a sufficient volume of_ civil 
business demand, firms would meet it. It is obviously 
a matter of volume of demand. 

3852. Professor Gutteridge: /ymi do not see any- 
thing inherently impossible in it? 

Sir Bobert McLean: No. 

3853. Sir Thomas Allen: Do you place any check 
upon any new aeroplane firm coming in? 

Sir Bobert McLean: No, we cannot influence 

that. 

3854. Professor Gutteridge : You have no interest 
in foreign companies? 

Mr. Fairey : My company in Belgium has been 
mentioned. Avions-Fairey, and it was said by a 
witness, in much the same light-hearted manner as 
other accusations have been bandied about, th^ it 
was done to evade the export licence system. Nothing 
of the kind. We were successful in competition with, 
the whole world in securing orders for the equip- 
ment of the Belgian Air Force, subject to the con- 
dition that we set up a factory in Belgium to make 
that equipment. That Belgium branch operates 
under the Belgian government. 

3855. Professor Gutteridge : Had that machine 

previously been offered to our people? 

Mr. Fairey : Yes, and not accepted. 

3856. Professor Gutteridge : None of you maintain 
any subsidiaries abroad, do you? 

Mr. Fairey : I think that is the only one. I 
believe there is one more company in Greece. The 
Blackburn company used to have a depot in Greece. . 
I am not sure whether they still have it. 

3857. Professor Gutteridge : Anyhow, it is not the- 
practice in the business? 

Mr. Fairey : No. 

Mr. Handley Page: The Blackburn company 
only manage the national factory for the Greek 
government where repairs and manufacture are-, 
carried out. They do not own it. 

3858. Dame Bachel Crowdy: I ask this question 

more from personal curiosity than anything else. 
4.re you in the least interested, either from a 
scientific or financial point of view, in the develop- 
ment of seadromes? I have heard that matter dis- 
cussed in various parts of the world, in J apan, China, 
Russia and the States. , u 

Sir Bobert McLean : For myself, I should say 
it is an American idea, the testing out of which I 
should like to leave to them. _ _ , , . 

3859. Dame Bachel Crowdy: It is being pushed by 
an Englishman. 

Sir Bobert McLean: Yes, but the Americans 

are backing it. _ . 

3860. Dame Bachel Crowdy: It is an American 

financed enterprise ? 

Sir Bobert McLean: Yes; I should very much 
hesitate to back it myself. 

Mr. Fairey: I would endorse that view. I do 
not think it is a very practical suggestion. 

Professor Gutteridge : Thank you, we are very 
much obliged to you gentlemen for coming to give 
us the benefit of your evidence. 

Sir Bobert McLean: Thank you very much. 


(The witnesses withdrew.) 
(Adjourned.) 
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memorandum by the society of BRITISH AIRCRAFT 
CONSTRUCTION, LTD. 


Annex A 


Ordinaby Members. 

Armstrong Siddeley Motors, Ltd. (engines). 

Sir W. G. Armstrong Whitworth Aircraft, Ltd. 
(aircraft). 

Blackburn Aeroplane and Motor Co., Ltd. 
(aircraft) . 


Boulton Paul Aircraft, Ltd. (aircraft). 

Bristol Aeroplane Co., Ltd. (aircraft and engines). 
De Havilland Aircraft Co., Ltd. (aircraft and 
engines). 

Fairey Aviation Co., Ltd. (aircraft). 

Gloster Aircraft Co., Ltd. (aircraft). 

Hawker Aircraft, Ltd. (aircraft). 
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D. Napier & Son, Ltd. (engines). 

Handley Page, Ltd. (aircraft). 

A. V. Roe & Co., Ltd. (aircraft). 

Rolls-Royce, Ltd. (engines). 

Saunders-Roe, Ltd. (aircraft). 

Short Bros. (Rochester and Bedford), Ltd. (aircraft). 
Supermarine Aviation Works (Vickers) Ltd. 
(aircraft). 

Vickers (Aviation) Ltd. (aircraft). 

Westland Aircraft, Ltd. (aircraft). 


Associate Constructors. 

A.B.C. Motors, Ltd. (engines). 

Aero Engines, Ltd. (engines). 

Airspeed (1934) Ltd. (aircraft). 

British Aircraft Manufacturing Co., Ltd. (aircraft). 
Cirrus-Hermes Engineering Co., Ltd. (engines). 
General Aircraft, Ltd. (aircraft). 

Heston Aircraft Co., Ltd. (aircraift). 

Parnall Aircraft, Ltd. (aircraft). 

Percival Aircraft Co. (aircraft). 

Phillips and Powis (Aircraft) Ltd. (aircraft). 

Pobjoy Airmotors and Aircraft, Ltd. (aircraft and 
engines). 

Spartan Aircraft, Ltd. (aircraft). 

Wolseley Aero Engines, Ltd. (engines). 


Associate Members. 

Accles and PoUock, Ltd., steel tubing. 

Aeronautical and Panel Plywood Co., Ltd., plywood. 

Aircraft Components, Ltd., aircraft components. 

Aircraft Materials, Ltd., aircraft accessories^ parts, 
materials, etc. 

Airscrew Co., Ltd., airscrews.^ 

Albion Droip Forgings Co.. Ltd., drop forgings. 

Amal, Ltd., pumps, carburetters, etc. 

Auster, Ltd., aircraft accessories, windshields, etc. 

Auto-Auctions, Ltd., aeroplane agents and con- 
cessionaires. 

W. & T. Avery, Ltd., weighing and testing machines. 

Louis Bamberger & Sons, aeroplane timber importers. 

Birmingham Aluminium Casting (1903) Co., Ltd., 
aluminium and magnesium castings and engine 
components. 

James Booth & Co. (1915) Ltd., light alloys, copper 
and brass. 

British Aluminium Co., Ltd., aluminium, etc. 

British Piston Ring Co., Ltd., piston rings and 
special alloy iron castings. 

British Ropes, Ltd., aeroplane cord. 

British Thomson-Houston Co., Ltd., magnetos. 

Brooke Tool Manufacturing Co., Ltd., metal 
components and parts. 

Brown Bayley’s Steel Works, Ltd., aircraft steels. 

Brown Bros., Ltd., aeroplane parte. 

Bruntons (Musselburgh) Ltd., aircraft steels, steel 
wire and finished parts. 

Callender’s Cable and Construction Co., Ltd., 
electric cables. 

W. Canning & Co., Ltd., plant and materials for 
electric plating, chrome plating and anodic 
oxydation. 

Cellon, Ltd., dopes, lacquers, etc. 

Chance Bros. & Co., Ltd., lights for aerial naviga- 
tion, aerodrome lighting, etc. 

Chloride Electrical Storage Co., Ltc(., electrical 
accumulators and batteries. 

Charles Clifford & Son, Ltd., sheets, rods and bars 
in non-ferrous metals. 

Connolly Bros. (Curriers) Ltd., leather manufac- 
turers. 

Dunlop Rubber Co., Ltd., aircraft landing wheels 
and tyres. 

Elliott’s Metal Co., Ltd., brass and copper. 

English Steel Corporation, Ltd., ironfounders, steel 
makers and engineers. 

Exactor Control Co., Ltd., hydraulic controls for air- 
craft. 

Thos. Firth & John Brown, Ltd., aircraft steels. 

Firth Vickers Stainless Steels, Ltd., aircraft steels. 

W. T. Flather, Ltd., aircraft steels. 


General Firo Appliance Co., fire appliances. 

G. Q. Parachute Co., Ltd., parachutes, etc. 

J. J. Habershon & Sons, Ltd., aircraft steel strip 

and sheet. ^ 

John Hall & Sons (Bristol and London) Ltd., paint 
varnishes, dope, lacquers, etc. ’ ’ 

High Duty Alloys, Ltd., aluminium alloys 
aluminium alloy drop stampings and castings. ’ 

H. M. Hobson, Ltd., carburetters and aircraft engine 
components. 

Henry Hughes <& Son, Ltd., aeronautical instru- 
ments. 

Hughes Johnson Stampings, Ltd., drop forgings 
and valves. 

Irving Air Chute of Great Britain, Ltd., parachutes. 

Jonas & Colver (Novo) Ltd., aircraft steels. 

Kelvin Bottomley & Baird, Ltd., aircraft instru- 
ments. 

A. Kershaw & Son, armament and bomb gear. 

K. L.G. Sparking Plugs, Ltd., sparking plugs. 

Light Production Co., Ltd., piston rings. 

Lockheed Hydraulic Brake Co., Ltd., hydraulic 

brakes. 

Lodge Plugs, Ltd., sparking plugs. 

Ludlow Bros., (1913) Ltd., aircraft material. 

J. Mandleberg & Co., Ltd., airship and balloon 
fabrics, waterproof fabrics. 

Marconi’s Wireless Telegraph Co., Ltd., wireless 
apparatus. 

Metal Propellers, Ltd., metal airscrews, sheet metal 
work, pressings, etc. 

Midland Motor Cylinder Co., Ltd., cylinders, pistons, 
crankcases, etc. 

Fredk. Mountford (Birmingham) Ltd., parts. 

Nobel Chemical Finishes, Ltd., dopes. 

Northern Aluminium Co., Ltd., light alloys, castings, 
etc. 

Palmer Tyre, Ltd., aircraft landing wheels and 
tyres. 

R. & J. Park, Ltd., aircraft shippers and packers. 

P. B. Deviator, Ltd., automatic pilots. 

Peto & Radford, accumulators. 

Pinchin Johnson & Co., Ltd., varnishes, paints, 
enamels, etc. 

Plessey Co., Ltd., wireless apparatus, gun mountings, 
bomb racks, bolts and nuts, etc. 

Radio Transmission Equipment Ltd., wireless appa- 
ratus and navigational aid equipment. 

Reid & Sigrist, Ltd., aircraft instruments. 

Reynolds Tube Co., Ltd., steel tubing, aluminium 
alloy tubes, bars and sections, magnesium alloy 
tubes, bars and sections. 

Rotax, Ltd., electrical equipment. 

Rotherham ifc Sons, Ltd., parts. 

Rotherham Forge and Rolling Mills Co., Ltd., air- 
craft steels, sheet and strip and drop forgings. 

Rubery, Owen & Co., parts. 

Llewellyn Ryland, Ltd., paints, varnishes, enamels 
and lacquers. 

Major J . C. Savage, skywriting, aircraft instru- 
ments, etc. 

Serck Radiators, Ltd., radiators. 

Shell-Mex and B.P., Ltd., lubricating oils and 
greases. 

Short and Mason, Ltd., instruments. 

Siebe, Gorman & Co., Ltd., fiying clothing, oxygen 
breathing apparatus, etc. 

Silvertown Lubricants, Ltd., lubricating oils and 
greases. 

Simmonds Aerocessories, Ltd., aeronautical acces- 
sories. 

Smith’s Aircraft Instruments, aeronautical instru- 
ments. 

Thos. Smith’s Stamping Works Ltd., stampings and 
forgings. 

Standard Telephones and Cables Ltd., wireless tele- 
graph apparatus. 

Sterling Metals, Ltd., founders. 

Sternol, Ltd., petrol, oils and greases. 

J. B. Stone & Co., Ltd., machinery. 

J. Stone & Co., Ltd., metal parts. 

Tecalemit, Ltd., lubricating equipment. 
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Herbert Terry & Sons, Ltd., steel striii. 
Titanine-Emaillite, Ltd., dopes, paints, etc. 
Triplex Safety Glass Co., Ltd., glass, windscreens, 
goggles, etc. 

Vacuum Oil Co., Ltd., oils" 

Venesta, Ltd., plywood. 


C. C. Wakefield & Co., Ltd., lubricating oils and 
greases. 

Wellworthy, Ltd., piston rings. 

Williamson Manufacturing Co., Ltd., cinematograpb 
and photographic aijplianoes. 

Yorkshire Copper Works, Ltd., non-ferrous metals 
and alloys. 


Annex B 


CoiJNCIIi. 

Captain P. D. Acland, Westland Aircraft, Ltd. 

Squadron Commander James Bird, O.B.E., Super- 
marine Aviation Works (Vickers), Ltd. 

Mr. R. Blackburn, Blackburn Aeroplane and Motor 
Co., Ltd. 

Air Vice-Marshal A. E. Borton, C.B., C.M.G., 
D. Napier & Son, Ltd. (Deputy Chairman — 
Engines.) 

Mr. H. Burroughes, Gloster Aircraft Co., Ltd. 
(Deputy Chairman — Aircraft). 

Mr. R. H. Dohson, A. V. Roe & Co., Ltd. 

Mr. C. R. Eairey, M.B.E., Fairey Aviation Co., 
Ltd. 

Lieut. -Colonel L. F. R. Fell, D.S.O., O.B.E., 
Armstrong Siddeley Motors, Ltd. (Chairman, 
Engine Technical Committee). 


Mr. John Lord, Saunders-Roe, Ltd. 

Sir Robert McLean, Vickers (Aviation), Ltd. 

(Chairman of the Society). 

Mr. J. D. North, Boulton Paul Aircraft, Ltd. 

(Chairman — Technical Committee). 

Mr. F. Handley Page, C.B.E., Handley Page, Ltd. 
Mr. H. 0. Short, Short Bros. (Rochester and Bed- 
ford), Ltd. 

Sir John D. Siddeley, C.B.E., Sir W. G. Armstrong 
Whitworth Aircraft, Ltd. 

Mr. A. F. Sidgreaves O.B.E., RoUs-Royce, Ltd. 

Mr. F. S. Spriggs, Hawker Aircraft, Ltd. 

Mr. H. J. Thomas, Bristol Aeroplane Co., Ltd. 

Mr. C. C. Walker, De Havilland Aircraft Co., Ltd. 


January, 1936. 
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Armstrong Siddeley Motors Limited, 
Coventry. 

8th February, 1936. 

The Secretary, 

Royal Commission for the Private Manufacture of 
and Trading in Arms, 

Middlesex Guildhall, Westminster, 

London, S.W.l. 

Dear Sir, 

It is regretted that when giving evidence yester- 
day before the Commission, I used the words 
“ export licence ” in an incorrect sense. What I 
intended to convey was that the sale of Panther 
engines to Germany was made with the full know- 
ledge and consent of the Government. A Board of 
Trade Export Licence was not necessary as aircraft 
engines are open export and therefore there was 
no prohibition. 

The engines were produced to the Customs before 
shipment in the ordinary way. The consent of the 


“ S ” Branch at the Air Ministry was obtained 
before the sale was made, and we informed the 
“ S. 9 ” Branch from time to time as the engines 
were despatched from the Works. 

For your information, the engines were supplied 
to the order of Allegemeine Elektricitats Gesell- 
schaft. 

As an indication to you of the technical standard 
of these German engines, I would like to point out 
that the rating was 597 HP maximum. The present 
day rating of this same size of engine after re- 
design to bring it up to modern requirements is 
752 HP maximum. 

Trusting that the above information will clear up 
any misunderstanding which I may have produced 
in the minds of the Members of the Commission. 

Yours faithfully, 

Armstrong Siddeley Motors Limited. 

(Sgd.) L. F. R. Fell. 

Chief Engineer, (Aircraft Engines). 
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MINUTES OF EVIDENCE 


TAKEN BEFORE THE 


ROYAL COMMISSION ON THE PRIVATE 
MANUFACTURE OF AND TRADING IN ARMS 


EIGHTEENTH DAY 
Wednesday, 6th May, 1936 


Present : 

The Rt. Hon. Sir JOHN ELDON BANKES, G.C.B. {Chairman). 


Sir PHILIP GIBBSi, K.B.E. 

Dame RACHEL E. OROWDY, D.B.E., LL.D., R.R.C. 
Sir THOMAS ALLEN. 


Sir KENNETH LEE, LL.D. 

Professor H. C. GUTTERIDGE, K.C., LL.D., M.A. 
Mr. J. A. SPENDER. 


Mr. E. TWENTYMAN {Secretary). 
Mr. D. HAIGH {.Assistant Secretary). 


The Right Honourable David Lloyd George, O.M., M.P., called and examined. 


3861. Chairman-. Mr. Lloyd George, you have been 
good enough to come here to give us the benefit of 
your experience and your views. I understand that 
you have prepared a short statement. Would it 
be convenient that you should read that to begin 
with ? 

Mr. Lloyd George: I am entirely in your 

hands, Mr. Chairman. 

3862. Chairman : And then we can ask any questions 
that occur' to us. 

Mr. Lloyd George: Shall I read it? 

3863. Chairman: Yes, please; unless you would like 
somebody to read it for you. 

Mr. Lloyd George : I think I will read it. I 
may say at the outset that I am in general agree- 
ment with the very powerful statement made by 
Mr. Noel Baker, and corroborated by Dr. Addison, 
as to the undesirability of allowing the manufac- 
ture of arms by private firms. I am definitely of the 
opinion that it ought to be a government monopoly. 

I will just give a short summary of my reasons. 

The first will be political — to avoid the creation 
of powerful vested interests whose prosperity depends 
upon war and preparation for war. 

The enormous increase, amounting to tens of 
millions in a few weeks, in the value of the properties 
of the armament firms in this country, upon the 
intimation of a programme of rearmament on a 
great scale by the government, is in itself a startling 
demonstration of this peril. These concerns are no 
longer the property of a limited number of partners, 
but thousands, may be scores of thousands of share- 
holders — ^perhaps more — spread all over the country, 
either hold or deal in their shares. 

Rearmament doubles the value of the holding of 
every shareholder. Disarmament would either halve 
it or reduce it to nothing. It is not a healthy state 
of things in a community when a large, and on the 
whole, influential body of men, scattered all over 
the kingdom, should have a direct pecuniary interest 
in war or agitations which lead to war. 

Secondly, there is a good deal of direct, and even 
more indirect, propaganda conducted by these 
enterprises. Sometimes it takes the subtle form of 
inculcating the horrors of war with suggestions that 
we must prepare to protect ourselves against them. 
It more often takes the form of an exaggeration of 
preparations made by other countries, with more 
than a hint that these preparations are directed 
against our security. 

The pre-1914 government, of which I was a 
member had an illustration of the latter method. 


We all remember the Dreadnought panic. The naval 
programme of Germany was exaggerated in the press 
and on the platform. There was an exaggeration 
as to the number of ships being built and the size 
of the guns. The advice given the Cabinet as to 
the importance of small craft rather than monster 
ships was deprecated. There was a great agitation 
in this country for an immense programme for the 
building of huge battleships and battle cruisers. The 
Cabinet wms divided about the need for building so 
many of these costly ships because some of them 
took the view held by so many Admirals at the time 
that what we stood most in need of was small craft. 

A Cabinet committee was apijointed to investigate 
all the facts with regard to German shipbuilding 
and German guns. The armament firms tendered 
evidence which was in their possession based on 
secret information which they had received — all of 
the most alarmist character. They had already 
passed it on to the Admiralty. This information 
demonstrated that the Germans were laying down 
ships considerably in excess of their published statu- 
tory naval plan. There is no doubt that this evidence 
influenced the Cabinet. It turned out to be com- 
pletely inaccurate. But it diverted the Admiralty 
from the building of the small craft essential for our 
commerce, into constructing the biggest of big ships. 
There was much more profit in the building of 
these gigantic ships with their monster guns. A 
torpedo boat destroyer would only cost about one- 
twentieth of a battleship. 

This kind of propaganda is very insidious. The 
public have no protection against it. In the case I 
quote the public did not even know that the informa- 
tion upon which we proceeded was largely supplied 
by representatives from armamen'^ firms who were 
pecuniarily interested in the panic which was 
created. I have no doubt at all that the informa- 
tion given to us as Ministers was also communi- 
cated to politicians outside and to the press. From 
all I hear, the armament interests in France are 
just as active on the same lines to-day, although 
the methods they adopt are even more pernicious. 
To what extent German armament interests influence 
German opinion I have no information, but I have 
no doubt they are equally mischievous there. 

But I have practical reasons from the point of 
view of the efficiency of national defence .why the 
present system is a bad one. But before I come 
to deal with that aspect, perhaps Members of the 
Commission would like to ask me some questions on 
the first part of my case. Or shall I go on? 
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3864. Chairman : I think it ■would he hettei- to go 
on. 

Mr. Lloyd George . ; Now I come to what I con- 
ceive to he the practical reasons why the present 
sj^stem does not contribute to efficiency. 

There must always be a minimum of armaments 
below which it is not safe for us to sink in an 
armed world. If you under-insure, you are taking 
unjustifiable risks in an incalculalble international 
situation, and if I may say so here, a situation 
which, judging from reports in the press, is aggra- 
vated by the fact that peace is disturbed by the 
capable, and defended by the feeble-minded. On 
the other hand, if you over-insure, you are in- 
curring unnecessary expenditure which is unproduc- 
tive in so far as it is not essential ■to protection and 
you are also provoking a competition in armaments 
.which leads to fresh expenditure and endangers 
universal peace. 

But past experience demonstrates that you cannot 
altogether rule out of account sinister con- 
tingencies, however improbable thej' may be at the 
time. In 1914 few anticipated a world war. I 
cannot recall one who ever thought it possible we 
should have to send an army of several millions 
across the seas to fight in three continents. As a 
matter of fact we levied and trained millions of 
men, but they were not fully equipped for battle for 
nearly two years. The War has taught us the im- 
portance of being ready for all contingencies, to 
the extent of being in a position to put all our 
manufacturing resources into operation as soon as 
war is declared. When you contemplate the possi- 
bility of another great .war, what matters most is 
the facilities .we possess for speedy expansion on the 
most effective lines. Here nationalisation of arma- 
ments has an enormous advantage over private firms. 
When in 1914 it came to the need for increasing 
our supply of munitions on an enormous scale, 
private firms broke down completely. And in war 
time is often decisive. If war comes, there should 
be no delay beyond what is inevitable in the pro- 
vision of all the necessary equipment for carrying 
it on effectively. 

What were the principal causes of the delay in 
the Great War? 

(1) Designs, patterns and specifications of 
essentials were not ready. 

(2) Even when the designs were there, we had 
not sufficient gauges for accurate manufacture and 
that is all important. The shortage of gauges 
accounted for months of delay. 

(3) We had no survey of the available machine 
tools in this country and, if we had, there was 
nothing like a sufficient number to meet the 
demand. They took months to manufacture even 
with the aid of America. 

Until we received those machine tools, we could 
not begin the manufacture of our guns, for instance, 
and we had to wait for months until they were 
supplied. I am blaming no one. No one had con- 
templated a .war in which we would be called upon 
to play so vast a part on land. 

Had we possessed such an organisation as Sir Eric 
Geddes indicated very clearly in his evidence before 
the Commission, if our designs had been prepared, if 
we had had an adequate supply of gauges and 
machine tools ready to hand out to the producers, 
we should have saved several months — not far from 
a year. 

You may say that it would involve heavy expendi- 
ture in peace time. Not at all. For a few hundred 
thousands — certainly a very few millions — it is 
wonderful what you could accomplish on these lines. 

These essential preliminaries did not cost us much 
in money — not directly. On the other hand, their 
absence cost us immense sums and many hundreds 
of thousands of deplorable casualties. 

All this important question of design involves con- 
stant research and experiment. 

Then the question may be asked : Why cannot 
private firms prepare designs, patterns and specifica- 


tions, and engage in research and elabora^te experi- 
ments just as well as the state? One reason is that 
it would land them in expenditure on a great scale 
with only problematical commercial results. Where 
there is no prospect of immediate results, where the 
application of these things may be postponed to a re- 
mote or an indefinite period, it is not worth their 
while incurring all this capital expenditure in pre- 
parations. It is only a war or a war panic that 
would pay them for efforts which alono would in 
practice prove equal to tlie need. They are trading 
concerns for profit. The state, on the other hand, 
has to take precautions for contingencies that it is 
doing its best to avert and to prevent from ever 
arising without reference to trading profit. 

Take the cost of experiments. I will take, for 
instance, tanks. In the final stages of the War they 
played almost as great a part in ensuring us victory 
as any other weapon. I do not think that I would 
be far wrong in saying that they played a greater 
part in the last few months of the War than any other 
particular weapon. But they are a comparatively 
new contrivance and a long way off reaching perfec- 
tion. Those wo used in 1918 were a wonderful in- 
vention but they were crude and clumsy in com- 
parison with their successors of to-day. The 
casualties amongst them in 1918 were exceptionally 
heavy. I mean not merely the casualties among the 
men who were manning them, but the casualties 
among 'the machines. In 1918 they were exception- 
ally heavy and, I think, before that. At the famous 
battle of the 8th August, 1918, 60 per cent, of them 
were put out of action and anti-tank devices had 
then hardly had time to develop. 

Constant experimentation is essential if we are 
ultimately to work up a machine that will overcome 
traps, anti-tank guns and other counter-measures. 
Now this is the point I wish to make, and I think 
you will find that it is relevant to the subject matter 
of your inquii'y. To carry out these experiments, 
large tracts of land of every kind and conformation 
must be available. It would not be possible for pri- 
vate firms to command sizeable and suitable terrain. 
The government is equipped with the necessary 
powers — and where necessary the capital — to pro- 
vide the ground for experimenting, and every kind 
of ground which is vital to experimentation of a 
weapon of that kind which is going to become — which 
did become, as a matter of fact, especially in the last 
year, about the most important weapon in the War. 

Then if war ensues and expansion becomes neces- 
sary, there are serious labour difficulties to overcome 
when manufacture is in the hands of private firms 
— and even when manufacture is in the hands of 
the state — in dilution of skilled labour with unskilled 
and the training of unskilled men and women. For 
expansion of production on such a vast scale that 
you would need in a war such as the last war, the 
number of skilled workers in this country is quite 
inadequate. There must therefore be a dilution of 
skilled with the unskilled and a training of men and 
women for jobs hitherto undertaken by skilled crafts- 
men organised into powerful unions. During the War 
the unions were prepared to suspend their privileges 
for the country’s needs, but they were most reluctant 
to make the same concession to private firms whose 
profits were swollen by the transactions. I am not 
passing any comment one way or the other on their 
attitude. There is much to be said for it. But I 
am stating a fact with which wo had to deal in the 
last war, and, if ever we have another war, you will 
be confronted with it again. The adjustment occu- 
pied a great deal of valuable time and gave re- 
current trouble, and most of it occurred in conse- 
quence of the objection on the part of the unions to 
suspend and perhaps jeopardise privileges that it had 
taken generations for them to win, in order to 
enhance the profits of private individuals. They 
never raised the objection in so far as it applied to 
state organisations. But they were involved in the 
general consideration of manufacture by private as 
well as by national organisations — you could not 
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relax it for one without doing it for all of them. 
That is a very very important factor which I beg 
you to have in mind, because I kno.w how long it 
took to settle that business and how it caused 
constant trouble during the War and, to a certain 
extent, impeded the output of munitions of war 
when time was very vital to this country. 

America is an admirable illustration of what 
the system of private manufacture in the event 
of war can and cannot do. America, I suppose, is 
the greatest manufacturing country in the world and 
we all anticipated that when America came into the 
War she would show us an example in the speed and 
the efficiency with which she would turn out muni- 
tions. That was not the case. The manufacture of 
munitions was left largely in the hands of private 
firms After 18 months of war, the Americans had 
no gnus, heavy or light, of their own, they were 
dependent upon the French and upon ourseNes, 
and their aeroplanes only came in two or three 
months before the armistice. We had to supply them 
with all those weapons and with things like field 
kitchens. And yet America is the greatest nianu- 
facturing country in the world. They wasted ^eir 
time on devising new patterns which could have been 
instituted and perfected without very much cost by 
state arsenals before the War and could have been 
put in immediately after war began and turned out 
in great numbers had the specifications and the jigs 
and gauges been prepared. 

As a matter of fact, both here and elsewhere, 
private manufacture completely broke down m the 
War. Orders were given on a great scale but not 
fulfilled. It is a lamentable story of the failure 
of private enterprise in the furnishing of munitions 

° Di\ Addison has given you the figures of the 
promises and performance of the first few months 
of the War, and they are very striking. No one 
who peruses them will fail to realise why we were 
not only unable for nearly tvx) years to make any 
attack upon the German trenches without appal- 
ling losses, due to lack of artillery and high ex- 
plosives, but, moreover, our troops had not enough 
ammunition to defend themselves in their own 
trenches by retaliating upon the enemy s guns, al- 
though promises were quite adequate to supply us 
with a very fair amount of ammunition. ^\hllst 
promises of this kind were given to us heedless 
of any reckoning as to the possibility of executing 
them, similar undertakings were given to the 
Russians with even worse results. Enormous orders 
for every kind of ammunition wore hooked by Russia 
with our armament firms, notably one nrm. Iso 
even an appreciable percentage of the obhgations 
undertaken was ever discharged. The Russians 
depended upon them, waited for them, and found 
themselves with no means of defending their lives 
against the terrible German guns which poured shot 
and shell upon them. The feeling against the British 
firms, as I know, was exceedingly bitter in the 
Russian army and I am not at all sure that you 
will not find something of it in General Knox s 
book, but certainly in General Knox’s despatches, 
and he was with the Russian army representing 
us. The failure was attributed to breach of faith 
by the Russians and there is no doubt it con- 
tributed partly to the Russian collapse and 
the Russian disgruntlenient with the Allies, which 
was very serious. I have no doubt at all that the 
contracts which were accepted were entered into in 
perfect good faith by our firms. There was no 
breach of faith in the contracts entered into, either 
with our own government or with the Russian gov- 
ernment, bub I do not think they realised the diffi- 
culties and the limitations of a private firm under 
such conditions. The armament firms depended 
upon a system of peddling out. They knew they 
could not do it themselves, so they peddled out 
part of the work to other engineering firms all over 
the country engaged on civilian work which had to 
be suspended owing to the A¥ar. But they had not 


the authority which a government necessarily has 
of securing the co-operation of these other firms. 
And, moreover, it is no use pretending that a 
great armament firm is not particularly anxious to 
encourage other firms to start on profitable business 
which might, in the end, result in the establish- 
ment of formidable rivals. So the peddling out was ' 
done with a good deal of businesslike caution. When 
the government took in hand the organisation of 
all our engineering resources for the production of 
munitions, we had no difficulty in securing the fullest 
co-operation and the largest output under complete 
government control. 


Those are some of the ordinary difficulties. I 
thought I would just make that statement as a 
general indication of my line. 

3865. Chairinan : Thank you, Mr. Lloyd George. If 
I may I would like to ask some questions upon this 
statement. You began by saying you were wholly 
in favour of state monopoly in the manufacture of 
arms. 

Mr. Lloyd George : Yes. 

3866. Chairnum: Would you extend that state 

monopoly to all branches of arms and munitions? 
Take, for instance, ships ; Would you extend the 
monopoly to battleships? We will take another — 
aeroplanes. Would you extend it to all classes of 
manufacture or only to limited classes of manu- 
facture? 

Mr. Lloyd George : I would go as far as it is 
practicable to go in that respect. I think the less 
you leave to private manufacture the less is the 
incentive to promoting agitation for war. You 
might find that it would not be practicable imme- 
diately to go the whole way, but I would go as far 
as it could be accomplished. 

3867. Chairman: Of course, that is what we are 
trying to find out, how far it is practicable, and 
w*hether it is at aU practicable with regard to ships 
or aeroplanes and engines. However, your answer 
is that you would go as far as is practicable. 

Mr. Lloyd George : Yes. 

3868. Chairman: The next question I would like to 
ask about the monopoly is this : To make a monopoly 
effective must you not really go as far as having 
complete nationalisation, not only of the manu- 
facture but of the raw material? 

Mr. Lloyd George : No, I should not say that. 
During the War we had to do it. 

3869. Chairman : Yes. 

Mr. Lloyd George: AVe had practically to 

assume control of all bhe raw material and to 
distribute it according to the necessities of the time. 

3870. Chairnum : But if it is a fact that you had to 
do that in the AVar — ^you arrived at complete 
nationalisation in the AA’^ar — in order to make your 
monopoly complete does not the same argument 
applj' to peace time? 

Mr. Lloyd George : I do not think so, not 
necessarily; because you are not working under the 
same pressure. You see, time counted there. And 
besides, there was hardly any private manufacture 
except for the most urgent needs of the nation. In 
that case there was no real competitive production. 

3871. Chairman : I wonder if you would look at the 
matter from this point of view ; AVhether or not the 
most effective policy to adopt from the point of 
view of national defence is to adopt a policy of 
private manufacture working in collaboration with 
government arsenals and government manufacturing 
places. Take, for instance, the case at the present 
moment of the manufacture of a battleship in 
government dockyards. A great portion of that 
battleship— if I may use the word “ portion” having 
reference to all the complements — is acquired from 
private manufacturers and put into the ship by the 
government. You have there a case of the govern- 
ment working in oollaboration with private manu- 
facturers. 
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Mr. Lloyd George: You mean, for boilers and 
things of that kind? 

3872. Chairman: AU the fittings of the ship. 

Mr. Lloyd George : Fittings, yes. 

3873. Chairman : And the guns, I suppose ? 

Mr. Lloyd George : No, not guns. I can well 
understand fittings. 

3874. Chairman: Engines? 

Mr. Lloyd George: Engines, yes; not guns. 

3875. Chairman : Take the engine ; That is a very 
important part of the ship? 

Mr. Lloyd George : Yes, I agree. 

38^6. Chairman: That works very efiiciently and is 
unobjectionahle from any point of view, is it not, 
that the private manufacturers should assist the 
government to the extent and in the same sort of 
way that they are doing with regard to the building 
of battleships? 

Mr. lAoyd George : Yes, I should say it is in- 
evitable. This is how I would put it, that you must 
depend largely upon private manufacture for the 
supply of certain essentials. 

38/7. Chairman: I come to another question, from 
the same point of view. Supposing, for instance, a 
system were adopted of private manufacturers work- 
ing in collahoration with the government arsenals 
and so forth, none of the evils that result from the 
private trade in arms would arise, would they ? These 
evils that are spoken of arise, not from the private 
manufacture, but from the private trade in arms. 

Mr. Lloyd George ; Surely the incentive to 
profit is what you have got to eliminate, because if 
you have got the inducement of profit for people to 
encourage panics and agitation and wars and pre- 
parations for war, as long as that lasts you have an 
element of danger in a community, which, I think, 
ought to be eliminated. 

3878. Chairman : Yes, but take the question of profit. 
It goes very deep. Because the persons who are 
interested in the supply of the raw material are just 
as much interested from their point of view in the 
demand for their goods which arises from the threat 
of war or actual declaration of war. You cannot 
eliminate that objectionable element of profit by 
merely attaching it to the completely lethal weapons ? 

Mr. Lloyd George : You cannot eliminate it 
altogether, I agree, but there are groups whose busi- 
ness depends practically upon war preparations. 
Take the other firms, they are firms the major part 
of whose business is in the production of commodi- 
ties which are useful for peaceable purposes. I draw 
a very great distinction between them, whether in 
the output of raw material or in the output of 
engines. In all those cases it is just a part — some- 
times a small part — of their business, and the major 
part of their business is in turning out articles or 
machinery for producing material for peaceable ends. 
Aou cannot altogether eliminate the element of profit 
as long as you have the present system of private 
enterprise in this country. That is why I use the 
words “ as far as practicable, I would do it.” The 
greatest danger at the present moment is that you 
have firms the existence almost of which depends 
upon war preparations, and those are the firms, both 
in France and elsewhere, who are taking a leading 
part in these agitations. We never had any evidence 
from people who turned out raw material and engines 
in 1908. All the evidence that was gathered together 
was by armament firms whose business depended 
upon turning out huge guns. 

3879. Chairman: You say, ‘‘There is a good 

deal of direct and even more indirect propaganda 
conducted hy these enterprises.” The enterprises 
are the private manufacturing firms? 

Mr. Lloyd George : Yes. 

3880. Chairman : You say : ‘‘ Sometimes it takes the 
subtle form of inculcating the horrors of war with 
suggestions that we must prepare to protect ourselves 
against them.” Then you give the one illustration 
about the Dreadnought case. I will deal with that 
in a moment. Have you any other instance in your 


mind? I am not speaking of what happens abroad 
because we cannot deal with that, but in this countrv 
have you any other instance in your mind? 

iVr. Lloyd George: Not one within my own 
knowledge, upon which I could really give evidenro 
I have a great many cases where I h!ve been S 
about things hut I do not want to repeat that 
because I could not prove it. But there is a case that 
came within my own observation. 

3881. Chairman: We will deal with the Dreadnought 
case That has been referred to here before as the 
• xUulliner incident. 

Mr. Lloyd George : Yes. IMulliner was not the 
only one, but he was the worst, I agree. 

^2. Chairman: Dealing with Mulliner, we have 
been told that the information that Mulliner got 
was information which he obtained in Germany bv 
going through Krupps’ works, as I understand, in 
which he saw that preparations were being made 
to lay down plant for erecting permanent gun mount- 
ings — if that is what they call them — greatly in 
excess of what were needed for the then published 
German programme, and that the fact that this 
plant was being laid down would enable the Ger- 
man goyerniiient, if they thought fit, to produce 
battleships at a very much quicker rate than any 
other country which had not the same facilities- 
and that he conveyed that information to the Ad- 
miralty. Do you suggest that the information that 
he gave was inaccurate? Because we are told that 
it was strictly accurate. 

Mr. Lloyd George: The impression he gave 
was that the Germans were going to build at a 
greater rate than that which they laid down in their 
naval law. 

3883. Chairman: Yes, but that was the inference 
that he drew from seeing these preparations being 
made for the erection of this plant. 

Mr. Lloyd George : Whatever the inference 
was, that is the statement he made, and that was 
the impression he left on the Cabinet, that we should 
be confronted with so many German ships in about — 

I forget whether it was two or three years — that we 
should be in a minority. It turned out to be abso- 
lutelj’ inaccurate. It was untrue. 

3884. Chairman: What I want to know is this: 
Do you challenge the fact that he did see this plant 
in course of erection and that he drew an inference 
from it and he conveyed that inference to the 
Admiralty? 

Mr. Lloyd George: I cannot tell whether he 
saw it or whether he did not see it. All I know is 
that the evidence he gave us was untrue. 

3885. Chairman : What was it he said that was un- 
true? 


Mr. Lloyd George : What was untrue was, 
that the Germans could produce in whatever the 
number of years was — I think it was two; and meant 
to produce, so many ships of that size that we should 
he in a minority by, say, 1912, or 1913, whatever 
was the date. 

3886. Chairman : Yes, but we are informed that he 
gave the actual fact of what he had seen and he 
told you the inference he drew from it — it was for 
you, or the people to whom he gave the information, 
to say whether the inference was justified or not — 
but that he did not give any false information. He 
may have drawn a wrong inference and you may 
have followed his wrong inference. 

Mr. TAoyd George : No, no. It was not a 
question of inferenee at all. We were not depending 
upon inferences. We were depending upon definite 
evidence. After all, it was a responsible Cabinet 
committee, and he stated as a fact that the Germans 
were preparing and were in a position to add to 
their fleet so many ships that we should be in a 
minority by a given date. It was absolutely untrue. 
What were his grounds for it is another matter. He 
may have given his reasons for it. I have no doubt 
he did. But he stated that as a fact. 

3887. Chairman : We are also told that there was 
a Cabinet inquiry made as to whether what he stated 
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was accurate or not, and the facts that he had 
stated — I am saying nothing about the inferences — 
were corroborated and found to be true. 

Mr. Lloyd George: That is not my recollection 

certainly not; and as a matter of fact it turned out 

to be inaccurate, and that is what I want to point 
out. 

3888. Chairman : What turned out to be inaccurate 
was that the Germans did not ultimately do what 
people thought they were going to do. People 
thought wrongly. 

Mr. Lloyd George : No, no. As a matter of 
fact they could not have done it. Nobody could have 
turned out a battleship in less time than we took 
at that time, and therefore what he said was not a 
fact. 

3889. Chairman : That is what Mulliner was challeng- 
ing. He was saying that the Germans had provided 
themselves with plant which would enable them to 
do it more quickly than we did it. 

Mr. JAoyd George: Well, it did not; that is 
the fact; and therefore it was untrue. 

3890. Chairman : I will ask another question about 
Mulliner. This is a sort of ethical question. Sup- 
posing a person w’ho is engaged in an armament firm 
finds out a fact which is of great importance from 
the point of view of national defence, ought he to 
keep it to himself because he is a member of an 
armament" firm, or ought he to tell his government 
a fact which it is of real and vital importance that 
they should know? 

Mr. Lloyd George : I think it is his duty un- 
doubtedly to inform the government of the day. But 
that is not my inference. My inference is that Mr. 
Mulliner was working up an agitation purely in order 
to get big orders for the armament firms. I made 
that suggestion definitely. And it turned out to be 
so. 

3891. Chairman : With regard to the practical point 
of view, I would like to ask some questions, if I 
may. The experience of the Great War has wholly 
altered the view, has it not, from the point of view 
of national defence, of what is necessary to he done 
by way of preiiaration ? 

Mr. Lloyd George : Oh, undoubtedly. 

3892. Chairman : In two main features. First, the 

quantities of arms and munitions of war that are 
required 

Mr. Lloyd George: Yes; certainly. 

3893. Chairman : And, secondly, the necessity for 
rapid expansion? 

Mr. LAoyd George : I agree. 

3894. Chairman: Those are the two main alterations, 
from the point of view of the experience that we have 
gained from the last war, are they not? 

Mr. Lloyd George : There is a third, of course 
— and you must not leave that out of account — the 
susceptibilities of labour. That is a very important 
element. 

3895. Chairman : I agree. I include that in rapid 
expansion. 

Mr. Lloyd George : As long as it is definitely 
mentioned. 

3896. Chairman: Oh, yes; certainly. With regard 
to the private firms breaking down : They broke 
down because they were not prepared for the emer- 
gency. Is not that so? 

Mr. JAoyd George : No. I do not agree. I do 
not believe they would ever have recovered if the 
government had not taken them in hand. 

3897. Chairman : I agree; but take the initial failure. 

Mr. Lloyd George : No private firms could 

possibly have coped with that emergency. They 
could not have done it. 

3898. Chairman : That is what I say. They were 
not prepared. 

Mr. Lloyd George : No. If they had been pre- 
pared, they could not have done it. They could not 
have had the necessary control. Supposing you had 
given them 12 months’ notice, they could not have 
done it. 


3899. Chairman: Supposing there had been no 

private manufacture at that time, that there had . 
been a government monopoly, that would have failed 
for the same reason as xirivate manufacture. They 
were not ready. 

Mr. Lloyd George : I do not agree, if I may 
say so. Sir John. 

3900. Chairmam,: We are simply asking for in- 

formation. 

Mr. Lloyd George : As a matter of fact, the 
Admiralty and the War Office were depending upon 
private firms. They had always depended upon 
them and when they gave an order to a private 
firm they said “ That is all right.” If it had been 
left entirely in the hands of the government, they 
would not have done that. It would have been 
their responsibility, not merely to give an order, 
but to see that it was executed and to take steps 
for its execution. I do not think you would have 
had all those months in which we got only about 
one-third, or less, of our orders delivered if the 
government had had the direct responsibility at the 
outset of the War. Because you would have had 
reports constantly coming into the Cabinet; “ Here 
are two million shells that ought to be delivered 
and they have delivered only 500,000.” I am cer- 
tain they would have taken the matter in hand. 
No ; I do not think it would have happened. The 
fact is that there was a dependence upon private 
firms by the officials of the War Office and the 
Admiralty, a dependence which up to that date 
was more or less justified. I am assuming that. 
No; I think it was due to the fact that you had 
to depend so much upon private enterprise for the 
provision of all these munitions. 

3901. Chairman: There must have been an equal 
failure unless the state had an organisation that 
was in existence and from every point of view 
superior to the private firms; they must have had 
the same difficulty. 

Mr.- Lloyd George: No. I have been through 
this, if you will allow me to say so, and therefore 
I can tell you something about it. That is not 
in the least the case. If it had been in the hands 
of the state, they would not have waited about 
nine months before they began the manufacture of 
gauges and jigs and patterns and specifications. They 
would have appointed a minister ivho would have 
been directly responsible. They would have been 
equally unprepared at the beginning, I agree, but 
they would have begun their preparations before 
the month of May, 1915. 

3902. Chairman : As long as we are agreed that 

they would have been in an equally difficult position 
at the beginning. 

Mr. Lloyd George: At the outset; oh, un- 
doubtedly. I have already said in my document 
that nobody anticipated we should send an army 
of millions across the seas. Therefore, there was 
no reason why we should have had those jireiiara- 
tions. But we would not have postponed the pre- 
parations months and months had we not depended 
uiion private firms who, we assumed, knew all about 
it. 

3903. Chairman: Upon the question of whether it 
would be a good system for the private firms to 
work in collaboration with the government : AVe are 
told, in the case of Vickers, for instance, that 
before the AA’ar, AUokers had been receiving a very 
large number of orders from the Admiralty and 
that, as a consequence, they were quite fullj' 
equipped and jirepared to deal with Admiralty re- 
quirements, and that, when the jiressure came, they 
were jirepared and did, in fact, deal with the 
Admiralty requirements without any complaint; but 
that, with regard to the army requirements, they 
had had very few orders before the War, they were 
completely unprepared to deal with the class of 
work that the army required and that, therefore, 
there was a failure. Is the proper inference from 
that that you would, and did, get great assistance 
from the private manufacturer in case of emergency. 
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if that manufacturer was prepared for the emer- 
gency? 

Mr. Uoyd George : I do not think the private 
manufacturer could prepare for the emergency unless 
the state undertook those preparations. Sir Eric 
Geddes has pointed that out in his evidence, that the 
whole expense of the preparations must be incurred 
by the state and not by the private manufacturer, 
because he cannot go on spending enormous sums of 
money making preparations for a business. that might 
never come, or might only come in 10, 15 or 20 years, 
and, therefore, it is the state that has to make pre- 
parations and not the private manufacturer. 

3904. Chairman: Yes, but those preparations, of 
course, would be preparations under the headings 
which you have specified — designs, patterns and 
Specifications, gauges and so forth. 

Mr. Uoyd George: And machine tools. 

390o. Chairman : Yes, and machine tools. 

Mr. Lloyd George : That is a very, very im- 
portant matter. Vickers had not the necessary 
machine tools to manufacture guns. 

3906. ChairTnan : And, of course, the necessary 

ground for testing guns? 

Mr. Uoyd George: And the necessary ground; 
perhaps for tanks more than guns. Some of them 
have ground. 

3907. Chairman : Supposing the government decided 
to make all these preparations and adopt some sort 
of system such as Sir Eric Geddes suggested and such 
as has been suggested by Dr. Addison and others 
in regard to the production of munitions, would, it 
not be of great assistance if they had a number of 
efficient private manufacturers to do the work and 
with the necessary trained personnel? 

Mr, Lloyd George: I do not see why the state 
cannot train personnel just the same as private 
manufacturers, at Woolwich. We had to depend a 
great deal upon Woolwich for our technical know- 
ledge and skill, and that was not private manu- 
facture at all. 

3908. Chairman: No; but the more Woolwiches you 
had, the more material you would have to draw upon 
in order to get the rapid expansion that you want. 

Mr. Ijloyd George: I know, but I am assuming 
that the whole manufacture of arms is in the hands 
of the state. You would, therefore, require exactly 
the same number of men and the same amount of 
skill in the state arsenals as you have at the present 
moment in Vickers-Armstrongs, but, in addition to 
that, you would have a reserve of jigs and gauges 
and patterns and machine tools and greater oppor- 
tunities for experiment than private firms would 
have. You would have exactly the same number of 
skilled men, and more, because a great number of 
them would be engaged in making patterns which 
were not going to be put into operation immediately. 

3909. Chairman : Supposing you confine your per- 
sonnel to state personnel and you get a long period 
of peace, at what are those men to be employed? 
Of course, if you have private manufacturing firms, 
they can turn their men on to civil work, but you 
cannot turn your state men on to civil work. That 
would not be allowed, would it? 

Mr. Lloyd George : After all, a skilled engineer 
who is engaged upon the production of machinery 
and all the various articles upon which engineers are 
engaged, is a first-class man to be drawn upon in 
emergency. You want a certain number of pivotal 
men who have made a special study of one particular 
art. But the rest of the men can be adapted in a very 
short time, as long as they have engineering skill. 
It does not take long. Our difficulty was that we 
had not skilled engineers. A skilled engineer can 
adapt himself in a very short time to any form of 
production, so long as you have the pivotal men, 
and you would have the pivotal men if you had state 
arsenals. 

3910. Chairman : You say that you cannot expect 
private firms to expend money on experiments or to 


provide designs, patterns and so forth. What about 
the Air Force? I will not say the whole, because we 
know there has been a government department deal- 
ing with research and so forth, but the great bulk of 
expenditure on research and experiment and so 
forth, as regards the Air Force and its development 
has been made by private manufacture, has it not? 

Mr. Lloyd George : I am told that the amount 
of research and experiment that you make upon 
civilian machines is not essentially helpful when you 
come to consider a machine for military purposes 
that it is quite a different business and that a civilian 
machine cannot be very readily adapted for military 
use. If that is the case, then the amount of re- 
search and experiment that you get from the others 
is only with regard to the improvement in your 
machines. If there is improvement in a machine, 
the state has a perfect right to utilise that for 
military purposes, whether it is discovered in a 
civilian factory or in a military factory. 

3911. Chairman: Yes, but private firms have been 
spending money on research with regard to militaiy 
machines up to the present, have they not? 

Mr. Lloyd George : I am not quite sure about 
that, but at any rate, they would go on still. As a 
matter of fact, more money could be spent upon 
research and experiment for a military machine if 
the production were purely for military purposes. 

3912. Dome Machel Crowdy : If I understand the 
points that you are trying to make us see to-day 
Mr. Lloyd George, they are these : You are against 
private manufacture mainly for two reasons; one, 
that you think it unethical and unwise that the 
prosperity of a very large number of people, hun- 
dreds of thousands, should depend on war material 
dividends. That is your first point, I think. 

il/r. Uoyd George : That is so. 

3913. Dame Itachel Crowdy : And your second point, 
if I understood it rightly, was that you think pri- 
vate manufacture reallj’ gives a false guarantee of 
security both to the government and to the people? 

Mr. Lloyd George : Yes. 

3914. Dame llachel Crowdy : Those are your two 
main points? 

Mr. Lloyd George : Yes. I think that is very 
well put, if I may say so. 

3915. Dame Eachel Crowdy: I would like to turn 
from that to what you said about the private manu- 
facturers breaking down in war time and their 
orders not being fulfilled. If I understood the Chair- 
man, he suggested that the orders were not fulfilled 
because there was such an enormous demand that 
no one, either government or private manufacturer, 
could have foreseen what was needed. But that does 
not seem to me to explain altogether why the private 
manufacturers took on such largo contracts as they 
did. 

Mr. Lloyd George : I agree. 

3916. Dame Eachel Crowdy ; I should like to hear 
your opinion on that, if I may. I would also like 
to know whether the contracts they took on with 
Russia, to which you referred, were taken on after 
they had already realised, or you had already realised, 
that they were unable to fulfil their contracts with 
us. If you would not mind speaking to those re- 
marks of mine, to begin with, then I have several 
questions arising from them. 

Mr. Lloyd George ; I quite agree that they ought 
to have known what was their capacity before they 
undertook enormous contracts of that kind. For 
instance, when they took on contracts for four 
million odd shells — I am taking Dr. Addison’s 
figures — and delivered only a . little over one mil- 
lion, surely that was a miscalculation. That was 
thoroughly bad business. They ought to have known. 
They ought to have told the War Office. They 
ought to have said to the War Office: “ We cannot 
do it.” Then the War Office would have been 
confronted with the obligation of finding some other 
means of doing it, and I have no doubt at all they 
would then have taken counsel with the rest of us 
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for it to be done. Supposing they had come along 
and said: “We want four million shells by such 

and such a date; private manufacturers have said 
they cannot possibly deliver more than a million.’ 

We would have realised at once how serious was the 
position and we would have taken counsel with every- 
body who could possibly have advised us as to what 
we ought to do, and we would have done what we 
did subsequently, in May, 1915. We were 
told I think the contracts with Russia, for the 
most part, were taken at the same time as the 
orders that were given by us, but some were very 
much later, amd during the Russian retreat in 1915, 
and afterwards in 1916, the Russians were always 
alluding to the fact that Vickers had failed them. 
See what happened when we came to public manu- 
facture. Here I am speaking from experience. I 
had a list of the promises given me, whether by 
national arsenals or by private firms. They were 
set out for us and I had them printed. At the end 
of each week I examined the actual deliveries. One 
saw, for instance, that one firm promised to deliver 
20 guns and they delivered only 5, and so on. It 
was the same when you came to shell. Instantly you 
called attention to it, you found out the reason. 
Sometimes they would eay to you : “ We have not 
the necessary machine tools.” “Very well, we 
will send over orders to America or to the machine 
tool manufacturers.” We said: “Cannot you do 

something to improve the situation? ” Week after 
week we knew the position. We never waited five or 
six months to find out and to report to the War 
Office; we knew it each week because the output was 
a government responsibility. It was not the respon- 
sibility of private firms. That is the way we were 
able to correct it, and gradually promises and per- 
formances more or less conformed to each other. But 
it was due to the fact that each week we compared 
them and, when there were any deficiencies, we tried 
to find out what was the matter. We could not get 
iron and steel, or we could not get some other 
material. Instantly we communicated with the 

people who produced that material and we said : 

“ You must try and supply the deficiency. it is 
only a government department that could do that, 
because wo were in a position to be able to com- 
municate with everybody. A private fim could 
not do it. They have not the same authority as 
a government department. That is why we were 
able to do it so much more rapidly after the govern- 
ment had undertaken the responsibility of manufac- 
ture than before. What was the other question that 
you put to me. Dame Rachel ^ 

3917. Dame Bachel Growdy: You have real y 

answered my question. I would like to go on to a 
rather different subject. _ After all, arms were not 
the only things required in the War? 

Mr. Lloyd George: No. 

3918. Dame Bachel Growdy : I should like very 
much to know 'how the other private manufacturing 
industries compared with the arins industry. or 
example you had khaki turned but in enormous 
quantities, you bad rations prepared in enormous 
quantities, boots, saddles. Did the firms that under- 
took to supply the army with those fulfil their con- 
tracts or did they fail to the same extent? _ 

Mr. Lloyd Oeprge : I am not in a position to 

answer. 

3919. Dame Bachel Growdy : It would be an 

interesting comparison if we could find out. 

Mr. Lloyd George : I quite agree. 

3920. Dame Bachel Growdy : I wondered whether it 
was only in regard to arms. 

Mr. Llioyd George: I am not in a position to 

answer that question. 

3921. Dame Bachel Growdy. I suppose the reason 
for which the Ministry of Munitions was set up 
was, really, that the private manufacturers had 

failed. , 

Mr. Lloyd George: Oh, yes, very largely, 

undoubtedly. 


3922. Dame Bachel Growdy : When you set up the 
Ministry of Munitions — we know that no one can 
tell us more about it than you— were you helped or 
were you hindered by the private manufacturers? 

Mr. Lloyd George : I was not conscious of any 
hindrance on their part. I must say that. When 
they were sent for I think they did their best 
afterwards, because they felt that really we could 
helip them in waysc twhere they themselves had 
experienced the deficiencies before. No, I cannot 
say that they hindered us. On the contrary, I 
think they did their best. 

3923. Dame Bachel Growdy : Did you come across 
at all, what Dr. Addison mentioned to us in 'his 
early evidence, cases where supplies were not sent 
sufficiently quickly until the prices asked for by the 
private manufacturers were agreed to by the 
government? Did you have any ca^s of orders held 
up until you would ■agree to certain prices, at the 

beginning of the War ? , ■ . j 

Mr. L\oyd George: I had nothing to do, 

during the first nine months, with the actual order- 
ing of these goods — certainly not with the execution 
—so I cannot tell what happened then. All I know 
is that there were deplorable deficits in the execu- 
tion of contracts. Whether anything of that kind 
arose I do not know. It did not come within my 

purview. » , , a 

3924. Dame Bachel Growdy: You do not regard 

that as one cause of the delay in the fulfilment or 
contracts? 

Mr. Lloyd George: I have no evidence ot it, 
and therefore I think I had better not speak about 

that. , , , . 

3925. Dame Bachel G'Tpwdy: We have heard from a 
good many iwitnesses who have been in favour ot 
private manufacture that one reason for which 
private manufacture must continue is that research 
and invention are so much more encouraged and so 
much better rewarded in private firms than they are 
within any government section of armaments. I 
wondered whether you could tell us anything about 
that. I have been lately considering the various 
armament inventions which I myself came across 
during the War and I have been wondering how 
many of them were due to the big private arms 
manufacturers and how many were really invented by 
service people or by private individuals. It is an 
argument that has been addressed to us again andi 
again. Four things occur to me: First, the Stokes 
bomb. Was that the product of an armament firm? 

Mr. Lloyd George : That was not the product 
of an armament firm. My recollection is that Mr. 
Stokes was a manufacturer of agricultural 
machinery. That is so, is it not? 

Brofessor Gwtteridge : Yes. 

Mr. Lloyd George : And they all looked down 
their noses at him when he ' came out with it. 

Professor Gutteridge : Quite right ! 

Mr. Lloyd George : Let me give the details 
about that; because that is not a bad illimtration. 
Had it not been that the government undertook the 
expense of experimenting, no private firm would have 
done it. 

3926. Dame Bachel Growdy : That is my point. 

Mr. Uoyd George: I happen to have know- 
ledge of that. £25,000 was sent by a Maharajah 
towards the cost of the War. I think it was sent to 
the Ministry of Munitions, and I spent it upon 
experimentation, because I could not get any official 
sanction for it. I have no doubt that if I had asked 
for money for experiments I could have had it but 
it was only the government who could have made the 
experiments. The Stokes bomb experiment turned 
out to be one of the most useful made during the 
War We sadly needed something of the kind, 
because the Germans had very powerful equipment of 
trench mortars and we had none. It was extra- 
ordinarily simple— which in itself would have con- 
demned it for a great many manufacturers. 
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3927. Dame Eachel Crowdy : What about the Mills 
hand grenade? 

il/r. Lloyd George ; We could not get the Mills 
hand grenade manufactured at all until the 
Ministry of Munitions came in. I think, as a matter 
of fact, there were only about 15,000 manufactured 
before the government undertook the manufacture. 
Then by November we were turning out about a 
million a week. 

3928. Dame Dachel Crowdy : Was that the invention 
of a private individual or did that emanate from 
some big private manufacturer, in the research 
laboratory ? 

Mr. Lloyd George : I do not think there was 
research by a private manufacturer; at any rate 
it was not turned out by private manufacturers and 
the government could not get it done. When we 
undertook the manufacture of Mills bombs we had 
not filling stations, among other things, but when 
we erected filling stations we were able to turn out 
Mills grenades, and, as everybody knows, they 
became more essential than rifles.' The private 
soldiers as the War progressed fought more with 
their Mills grenades than they did with their rifles. 

3929. Dame Dachel Crowdy : Then, as far as I re- 
member, the substitute for the propellant did not 
come from a private manufacturer either. Was not 
that invented by Judge Fletcher-Moulton ? 

Mr. Lloyd George: Yes. Judge Fletcher- 

Moulton was the man who, when we were short of 
certain ingredients— so short that we could not have 
filled our shells— discovered that there were certain 
other ingredients which would produce exactly the 
same results. But that was done by him. 

3930. Dame Dachel Growdy: Again not by private 
manufacturers ? 

Mr. Lloyd George : Oh, no. He was assisted 
by the government. 

3931. Dame Dachel Growdy: And the paravane? 

Vrofessor Gutteridge : That was invented by 

Burney, a naval officer. 

Mr. Lloyd George : That is right. 

Professor Gutteridge: And not by a private 
manufacturer. 

Mr. Lloyd George: No. The same applies to 
the hydrophone. 

3932. Dame Dachel Growdy: Then you would say 
you do not agree with those witnesses whom we have 
had before us who say that our inventions of the 
future must depend on the continuation of private 
manufacture? From your experience you know that 
some of the most useful things invented and used 
during the War did not emanate from private manu- 
facturers. 

Mr. Lloyd George: Take the tank, which was 
one of the most important elements in our victory. 
That came through a committee consisting of Sir 
Eustace d’Eyncourt, Colonel Swinton and Sir 
Maurice Hankey. I forget who were the other mem- 
bers of the committee, but not one of them was a 
manufacturer, and the whole of the experiments 
were conducted under the aegis of a government 
department. I took over the manufacturing, I think, 
some time in 1916. Experiments had been conducted 
before that by a committee of officers, and I do not 
know of any manufacturer who was a member of 
that committee. There was Sir Albert Stern, who 
came in afterwards, not in the experimentation but 
in the production. He was not a manufacturer. 

3933. Dame Dachel Crowdy : Did the people who 
came from outside into the Ministry, when it was 
first set up, come largely from private manufactur- 
ing firms, or were they largely private manufac- 
turers? 

Mr. Lloyd George : Take some of the men who 
made the greatest impression : Sir Eric Geddes was 
B railway man; he was not a manufacturer. 

3934. Dame Dachel Crowdy: I was really referring 
to the arms manufacturers. 

Mr. Lloyd George : No, they would not be in 
the Ministry of Munitions. 

3935. Dame Dachel Growdy : I wondered whether 
individuals left their firms and came to the Ministry? 
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Mr. Lloyd George : Yes, there was one— Sir 
Glyn West. Sir Percy Girouard I think was also 
in Armstrongs. 

3936. Dame Dachel Crowdy : But neither of those 
remained very long, did they? 

Mr. Lloyd George : No. I do not want to say 
a word about them, but they did not. The men 
who remained were men like Sir Eric Geddes, Sir 
Ernest Moir — who was a contractor, not a manu- 
facturer — and Lord Stevenson, who was in the whisky 
business. 

3937. Dam e Dachel Crowdy : It would not be fair to 
say that the Ministry of Munitions could not have 
carried on efficiently in its early days had not the 
private manufacturers sent some of their best people 
to help you in the Ministry? That would be 
inaccurate. 

Mr. Lloyd George : Oh, quite inaccurate. 

3938. Dame Dachel Crowdy : Could you give us any 
comiiarison of the output of, say, one of your 
national factories, taking a particular year during 
the War — one of your government factories — com- 
pared with, say, Vickers’ factory at Erith? I pick 
that out jiarticularly because it is one that I know 
something about. It would be very interesting if we 
could have particulars of the output of those two 
factories. 

Mr. Lloyd George : I will see if I can get that. 

I have not got it with me. 

3939. Dir Kenneth Lee : In the event of the 

outbreak of war, I presume you would agree that 
practically all manufacturers would be involved; 
every producer in the country would be required to 
produce arms of some sort or another, or equipment? 

Mr. TAoyd George : It is not merely the pro- 
duction of arms. Practically every manufacturer is 
affected by government control. 

3940. Sir Kenneth Lee : As far as the extra demand 
for arms is concerned, would not it have been much 
better if they had had some experience in peace-time 
of the manufacture of the particular things that they 
were likely to have to produce in time of war? 

Mr. TAoyd George : It is quite impossible. After 
all, supposing you hand over the manufacture of 
arms to the government at present, you would have 
exactly the same number of men engaged in the 
production of arms as you have now, bnt the vast 
majority of the engineers in this country would be 
engaged on other tasks. 

3941. Sir Kenneth Ijee: But if they had no ex- 
perience of producing the particular products they 
were required to produce in time of war, would not 
there be a loss of speed? 

Mr. Lloyd George : I do not think so. We 
did not find that there was ; we found that people 
who were producing motor-cars and gramophones, and 
every kind of thing, adapted themselves very rapidly 
to the production of shells. 

3942. Sir Kenneth Lee : That is, of course, the policy 
suggested by the White Paper ?* 

Mr. Lloyd George : It is not the policy sug- 
gested by the White Paper ; it is the policy which 
I put into operation in 1915, if you will allow me to 
say so. 

3943. Sir Kenneth Lee : It is the policy now sug- 
gested ? 

Mr. TAoyd George : I take it from you that 

it is. 

3944. Sir Kenneth Zee : You get a number of firms 
prepared by giving them sample orders — firms which 
are not producing munitions in the ordinary way. 

Mr. Lloyd George : I do not know whether 
sample orders would be very much use ; because, after 
all, the moment you turn a factory to the production 
of something which it was not producing before, you 
have to reorganise the factory to a certain extent, 
and that is the thing which takes most time. Any 
competent engineer can soon pick up the manufacture 
of these things provided he has an expert there with 
him to tell him exactly what it is, and provided he 

* Cmd. 5107. 
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has also the right jigs, gauges, and machine tools 
that is vital. Once you give him those, a good 
engineer can turn out any of these things in a very 

little time. , 

3945. Sir Kenneth Lee : In the event or another war, 
would you contemplate the conscription of manu- 
facturers and the conscription of employees? 

Mr. Lloyd George : I do not know what you 
mean by “ conscription.” What is your intenpreta- 

tion of it? 1 j 1 , 4 - 

3946. Sir Kenneth Lee : Some men would be put 
into the army, I take it, and some men would he 
required to stay at home. Would they he equally 
under control ? 

Mr. Lloyd George : Under discipline, you 

mean ? 

3947. Sir Kenneth Lee : Yes. 

Mr. Lloyd George : Do you mean that you would 
put everyone in khaki? We found it quite unneces- 
sary, and I think it creates a good deal of friction, 
and even the Germans found that they could not do 
it. 

3948. Sir Kenneth Lee : Was the fact that they were 
not in khaki one of the causes of trouble at home 
with regard to men who were turning out munitions ? 

Mr. Lloyd George: If you had put them into 
khaki there would have been far more trouble. You 
could not have done it. That is one of the things 
that several war ministries had to consider ; we con- 
sidered it over and over again; not merely 
liere — they considered it in France, they considered 
it in Germany, and even the Germans shrank from 
it. 

3949. Sir Philip Gibhs: Was not it done in France; 
was not labour conscripted in France? Did not 
the working men serve on the same terms as the 
fighting men? 

Mr. Lloyd George : Not on the same terms 
of discipline. 

3960. Sir Philip Gihbs: The same terms of pay- 
ment? 

Mr. Lloyd George : That I could not tell you ; 

I am not sure about payment; but certainly not 
discipline. 

3961. Professor Gutteridge : Would you be in favour 
of the same terms of payment? That, to my know- 
ledge, caused a good deal of feeling in the army. 

Mr. Lloyd George : That is a question that 
I hesitate to answer straight away ; because, aftei 
all, in the army a man is fed and clothed, and 
then there are allowances made for his wife and 
for his children, and they were fairly generous al- 
lowances in this country. I am not sure that you 
could have done it in munitions unless you actually 
fed the men. for instance, and then gave an allow- 
ance for the family. That you could not do; I 
should say myself it would be impracticable. That 
is the feeling I have. 

3952. i¥r. Spender: As you raised the question of 
1909, and as you are one of the few people who 
were in office! during that time, perhaps you will let 
me ask you one or two questions about it. You would 
not say, ivould you, that the margin of capital 
ships provided proved excessive in 1914? 

Mr. Lloyd George: You are entering into an 
argument which is still very much alive. 

3953. Mr. Spender: It is rather important. 

Mr. Lloyd George : Yes. 1 would. 

3954. Mr. Spender: You would say it was? 

Mr. Lloyd George: Yes, I definitely would. 
I think it would have been better for us if we 
had spent more money upon small craft for the 
protection of our ships, instead of having millions 
of tons sunk because we had not got the necessary 
convoys, and providing huge battleships which only 
fought two battles, the last of them being a battle 
in which both sides claimed the victoi"y and both 
ran away. 

3955. Jifr. Spender: There are not many strategists 
who would agree with you? 


BLr. Lloyd George: Yes, there are. I have 
talked to a good many able men who take that 
view very strongly, and there were at that time 
some of the ablest naval men who did not agree 
in the least with Sir John Fisher about the big 
Dreadnoughts. 

3966 Mr. Spender: Our margin, such as it was, 
was not only made up of the 1909 programme, 
which vou thought excessive; there was another 
large programme of 1914, which was thought equally 
imperative, and that was after the Admiralty and 
the government had had the opportunity of in- 
vestigating everything that was said. You had 
another large programme in January, 1914? 

Mr. Lloyd George : That was contentious, and 
I do not want to revive these old controversies. 

3957. Mr. Spender: But that is the case, is it not? 

It was not merely Mulliner; the Admiralty did 
assert that they had intelligence of their own, quite 
apart from Mulliner, which led them to believe that 
the Germans were putting themselves in a position 
to accelerate ? 

Mr. Lloyd George: Yes; but they were not. 
.3968. Mr. Spender : There is a great deal of Ger- 
man evidence on that subject. 

Mr. Lloyd George: I do not know that the 
Germans asserted that they could, and I think the 
result demonstrated that they were telling the truth 
when they said that they were only carrying out a 
definite programme. 

3959. Mr. Spender: There is a report in the 

German documents, in the 28th voluipe, of a certain 
conference in Berlin, when Admiral Von Tirpitz 
made the disclosure which was very embarrassing to 
Count Metternich, the German Ambassador in 
London, who assur^ us the opposite, that they were 
preparing a new large programme ^ for 1912. 
That seemed more than to justify everything that the 
Admiralty had said about the intentions of the 
Germans. 

Mr. Lloyd George : All I know' is that, as a 
matter of fact, the predictions which were made to 
us as to the number of German ships were wrong. 
We were given the impression that the Germans 
would probably have a majority of ships; that the 
margin would be on the wrong side. That turned 
out to be absolutely inaccurate. 

3960. Mr. Spender: If my recollection is correct, 

was not the government told that unless they took 
certain steps to add to the fleet in 1909, as they did, 
and afterwards in 1914, the Germans would be in a 
position to be in a majority in a certain year I 
think the year was 1916, but I do not absolutely re- 
collect it; it wms a long way ahead— and it was said 
contingently: Unless you, the British government, 
do add considerably to your construction programme, 
the Germans will in a certain year (I think it was 
1916) be in that position; but it was always con- 
tingent—" unless.” , , n 

Mr Llgyd George: Yes; but the actual figures 
which were given to us of what the Germans had at 
a certain date were incorrect. There was no ques- 
tion of the desirability of building a certain number 
of ships, but there was pressure brought to bear 
upon the government to build more ships ^ 

think even now were necessary at the time, and that 
pressure was supported by evidence that the Germans 
at such-and-such a date would have a certain number 
of ships which they did not have. 

3961. Mr. Spender: That might have been con- 

tingent; but the main fact was, was it not, that 
unless you did this or that you would be in a position 

of danger? . 

Mr. Lloyd George: If we did not build any 
ships, then, of course, we would be. There was no 
dispute -at all as to the desirability of building a 
certain number of ships, but then there was very 
great pressure to build more ships than were 
necessary. 

;1962. Mr. Spender: Would that be true of 1914 as 
well as of 1909? 
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Mr. Lloyd George : I am sorry I have not gone 
into the question of 1914. I am not at this moment 
in a position to give an answer about 1914 without 
looking into it. 

3963. Mr. Spender : 1 would only suggest that there 
was, at all events, whatever difference of opinion 
there might he on this subject, sufficient doubt to 
make it very undesirable that the British govern- 
ment should take the risk of being short of capital 
ships. 

Mr. Lloyd George: They took a far greater 
risk, as the War turned out, of building these capital 
ships which were no use to us, and neglecting 

3964. Mr. Spender: Of no use? 

Mr. Lloyd George : They were absolutelj' of no 
use. In the War there were only two fights. They 
neglected, because of that expenditure upon capital 
ships, the small craft, which we found when the War 
came was a very serious deficiency, and which 
resulted in a loss of millions of tons of shipping, and 
came nearer to losing us the War than anything else. 

3965. Sir Thomas .4.llen : When you say “ they neg- 
lected,” could you define that a little? 

il/r. Lloyd George : The Admiralty. IWe con- 
structed all the small craft that the Admiralty 
advised us to construct, as far as the government 
.neie concerned, but the Admiralty were concentrat- 
ing so much upon these monster ships that they 
were not giving a thought to what turned out to be 
far more important in practice, and that was the 
building of torpedo craft for the protection of our 
commerce. 

3966. Sir Thotnas .Mien,: Could we use the word 
“ they ” apart from government obligations? 

Mr. Lloyd George : I have given my definition. 

3967. Mr. Spender: That is a very disputed ques- 
tion of stategy, of course, which I do not want to 
press too much. It may have been that the govern- 
ment ought to have done both, but it is clear even 
now that no government runs the risk, in the uncer- 
tainty of the future, of not building capital shijDs. 

Mr. Lloyd George : I never suggested that 
capital ships should not be built. My suggestion is 
that there was an attempt to rush us into building 
more capital ships than were necessary, and that that 
had the effect of restricting the output of craft that 
turned out to be far more essential. 

3968. Mr. Spender : I think we are in some little 
doubt as to where exactly we stand in this matter. 

I do not think there is any substantial difference 
between us that there would be a very large control 
necessary— state control — in time of war; but what 
wm are asked to do is to advise a jjroper peace 
establishment. I think I understood you to say that 
you agreed both with Sir Eric Geddes and with 
Dr. Addison? 

Mr. Lloyd, George : What was that about Sir 
Eric Geddes? 

3969. Mr. Spender: Sir Eric Geddes was strongly 
opposed, as we understood him, to a state monopoly. 

Mr. Lloyd George : Yes. 

3970. Mr. Spender : He was in favour 

Mr. Lloyd George: I only quoted him on 
another matter. 

3971. Mr. Spender: He was in favour of a state 
establishment, including a laboratory and model 
W'orkshops, which .were to provide all the things 
.which you have jxist spoken of — jigs and machine 
tools. He w'as not at all in favour of going beyond 
that point. 

Mr. Lloyd George : I do not agree with him. 

3972. Mr. Spender : Whereas Dr. Addison was in 
favour of taking over all the armament firms. 

I do not know how far he would have extended it. 
He was going to pay them compensation; we asked 
him about that, and he said he would take over all 
the existing armament firms. Is that your view? 

Mr. T2nyd George : Yes, that is my view 
definitely. 

3973. il/r. Spender : Perhaps you could help mo on 
this: I do not know how it affects the other Co.m- 


missioners, but in thinking about an organisation 
for any future war my own difficulty is to discover 
any idea or theory behind it. 

Mr. Lloyd George: Of what? 

3974. Mr. Spender: Any idea or theory of what 
another war, if unhappily there was one, would be 
like. The great trouble in the last war was that 
nobody had any clear theory — neither the army 
nor civilians, nor any country, so far as we know' 
had any clear theory — of what the war was going 
to be like; and therefore, if you think state estab- 
lishments to be the right solution, will not you run 
the risk of the troubles which you have laid stress 
on — bureaucracy, red tape, and stagnation? 

Mr. Lloyd George: Private firms would not 
help you in the matter of theory. They had no 
theory at all ; they simply accepted orders from 
the government. It is the busine.ss of the govern- 
ment to make up its mind as to what will be neces- 
sary in the way of armaments, which means that it 
is for them to decide the theory. Private finms have 
nothing whatever to do with that; they simply take 
orders. 

3975. Mr. Spender: All I was trying to get at was 
this : You have dwelt in your books on the dangers 
of official control and the great difficulty of getting 
over official ob.stacles and red tape. Do not you think 
that all that would be increased if you, have a much 
larger official system than we had in the last war? 

Mr. Lloyd George : I do not know that govern- 
ment arsenals are inefficient, or that they are less 
efficient than private firms. The men whom I got 
from the arsenals to help me I found were just as 
intelligent as the men I met from the private firms. 

3976. Mr. Spender : But you have spoken rather 
freely, have you not, about the obstructiveness of 
officials and the official mind? 

Mr. TJoyd George: I have spoken very freely 
and very candidly about the rigidity of the profes- 
sional mind, and I am afraid that is not confined 
to one profession. 

3977. Mr. Spender : The point I was trying to make 
was : Would not all that be increased supposing you 
had all officials instead of one official? 

Mr. TJoyd George : I do not know. You might 
say that the men in the arsenals are all officials; 
but, as a matter of fact, there are engineers and 
there are foremen, just like the men you have in 
Barrow-in-Purness and in Newcastle; I do not know 
that there is any difference. As a matter of fact, 
there are men drawn from these government 
arsenals who are running the show now in the 
private arsenals. I had the privilege of meeting one 
the other day, and he was a very able man, but 1 
think his training was in a national arsenal. 

3978. il/r. Spender : We are not disagreeing about 
that. I was only asking about what you have said. 

Mr. Lloyd George : The rigidity of the profes- 
sional mind — I do not know that I am unique in the 
views which I have exin-essed about that. 

3979. Mr. Spender : Then with regard to these peace 

establishments : what is apparently suggested to us 
is that a government establishment must not merely 
take over the private firms, but it must make good 
all the deficiencies which are now attributed to 
private firms, which would undoubtedly, as it 
appears to some of us, mean a very large fresh 
expenditure and also the keeping 

Mr. Lloyd George: In what resxject would it 
moan a largo expenditure? 

3980. Mr. Spender : There would be a large expendi- 
ture on one matter — in reserving labour; a large 
reservoir of labour would apparently be needed and 
would have to bo kept in continuous employment. 

Mr. TJoyd George : I do not think that would 
bei so. One of the lessons of the War which has not 
been pointed out to-day, but it is one which is very 
evident to those who took part in the manufactufe, 
is that you can very readily adapt the skilled labour 
in this country to any task. It is about the best 
skilled labour in the world, and it can adapt itself 
to any job or to the manufacture of any machine, 
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provided it gets the necessary specifications; and 

therefore there is not the need for all that reservoir 
of idle men. 

3981. Mr. Spender: If we look, for instance, at the 
evidence given before the Nye Committee in 
America, the chief pressures on public opinion 
alleged are not only those of the armament firms, 
hut of the great, heavy industries — iron and steel. 
Over here we hear of the pressure of the steel 
industry, which is supposed to be the great promoter 
of military ideas. 

Mr. Lloyd George: Yes; but I fancy that 

iron; and steel would include there the private 

manufacturers of steel machinei-y, who undoubtedly 
made huge profits during the Great War. It is not 
merely those who turn out iron and steel; it also 
includes all those who are engaged in the produc- 
tion of steel machineny; and in a country like the 
United States of America, where everything is iin 
the hands of private firms, there is no doubt that 
it is an inducement in that case; hut if you 

nationalised the arms industry in the United States 
of America j'ou w'ould eliminate that prospect from 
the iron and steel industry, and it would be a very 
good thing, too. 

3982. Mr. Spender: You would not be merely trans- 
ferring the pressure from the armament firms to the 
government itself? 

Mr. Lloyd George: Oh, no. The government’s 
supreme interest is peace, even from the jiecuniary 
point of view. I am talking now of the pecuniary 
point of view. Their imterest is peace; hut the 
interest of the armament firms from the point of 
view of money and cash is war and preparations 
for war. 

3983. Mr. SimMer: But in this particular connec- 
tion .what we are thinking of rather is political 
pressure, the pressure which is put upon the gov- 
ernment to keep a dockyard fully employed so that 
its labour shall not be short of work. 

Mr. Lloyd George : We are always confronted 
with that, and you have a certain number of mem- 
bers always in every House of Commons who are 
bringing pressure to bear of that kind ; but every- 
one knows that that happens, and I sliould say that 
governments discount that particular pressure ; but 
when you have a pressure which is spread all over 
the country, and you do not know where it comes 
from, but you have thousands and tens of thousands 
of people who have a direct pecuniary interest in 
preparations for war, whose shares go uip the moment 
you talk about preparations for war — they went up, I 
am told, about £30,000,000 recently— when you think 
of that, then the pressure is a very different one 
from the pressure which comes from dockyard con- 
stituencies, which everyone discounts. 

3984. Mr. Spender: When you have a vast insti- 
tution like Imperial Chemical Industries, whose in- 
terests are spread all over the country, that is 
undoubtedly a firm producing munitions— wmuld you 
think it necessary to go to the length of creating 
a monopoly there? 

Mr. Lloyd George: I do not know to what 
extent they actually manufacture explosives. 1 
think they took over Nobel’s, did they not? I 
should certainly eliminate anjdhiiig in the nature of 
the production of explosives for war material, and 
therefore their intere.sts in war-time would not be 
quite as great as they are at the present moment. 
39as. Sir Thomas AUen: They told us in evidence 
that 1 per cent, of their total output was for arma- 
ment purposes. 

Mr. Lloyd George : That is a small percent- 
age. It is very important, if it is only 1 per cent. 
1 should not have thought that would have made all 
the difference, and I am hoping they will get more 
and more of an interest in the production of 
chemicals for agricultural purposes, where there is 
a vast prospect. 


3986. Mr. Spender : I am not trying to be con- 
tentious on these points; I am only putting certain 
difficulties which one wants to clear up. 

Mr. Lloyd George : I do not mind you being 
contentious at all. 

3987. Mr. Spender : You are in favour of complete 
nationalisation in the same way as Dr. Addison and 
Mr. Noel Baker? 

3Ir. Lloyd George : Yes. I read Mr. Noel 
Baker’s evidence, and I thought it was very powerful. 

I do not say I am in agreement with evei-ything he 
said, but in substance I am in entire agreement 
with him. 

3988. Sir Philip Gibhs : Might I ask you a slightly 
historical question, which I think is rather important 
to this Commission and in fact to everyone? Can 
you throw any light at all on the reasons and the 
way in which Article 8 (I think it is) of the Covenant 
was drafted, and of the condemnation of private 
manufacture and traffic in arms ? 

Mr. Lloyd George : Which is the article? 

3989. Sir Philip Gihhs : It is in the Covenant; I 
think it is Article 8, paragraph (.5). It is the article 
which refers to the grave objections. I was wonder- 
ing what were the influences and what were the 
reasons which led the authors of the Covenant to 
put that in; that is to say, was it based upon 
evidence, or upon general feeling, or uponi historical 
knowledge ? 

Mr. Lloyd George: Well, I think it was based 
on very general feeling amongst all those who took 
part in the Peace Conference, and there was no 
protest of any sort or kind from any quarter against 
this. There was a feeling, to begin with, that 
Krupps in Germany had had a very pernicious in- 
fluence upon the war spirit in German 5 ’', and had 
stirred it up a good deal for their own ends. I have 
no doubt that in France a good many men like 
M. Clemenceau, for instance, had the same feeling. 
Clemenceau knew a good deal more than we did 
about the influence of that pow-erful armament 
interest in France, its influence upon the 
press ; and President Wilson, of course, took a 
very strong line with regard to it ; in fact, 
there was not one there who did not agree that if 
you wanted to preserve peace in the world you must 
eliminate the idea of profit of great and powerful 
interests in the manufacture of armaments. There 
was a good deal said about these various firms and 
their activities, and there was a perfectly unanimous 
sentiment that this was one of the things that ought 
to be done, not merely here but also in France, in 
Germany, in Austria, and in Russia. 

3990. Sir Philip Gihhs: I asked that question be- 
cause there has been a certain idea, and it has been 
written about in various newspapers, that it was 
merely the idealism of one man like President Wilson. 

Mr. Lloyd George : No, that is not in the 
least true. Krupps were very much in our minds, 
of course, but I am certain there were other firms, 
too. 

3991. Sir Philip Gihhs: I hate going back to this 
old Mulliner case, which has been referred to several 
times, but would you agree that it is extremely 
important, because if the allegations about Mulliner 
are true it was then a contributory cause of the 
Great War, because the agitation in England and 
the public propaganda for an increased fleet stirred 
up similar agitation in Germany, and immense pies- 
sure was put upon the German government and Von 
Tirpitz to increase the German navy; and therefore 
it might be said, if there is any truth in the allega- 
tions against JIulliner, that he was rather a con- 
tributory cause of the Great War. Is that a fair 
way of putting it? 

Mr. Lloyd George: I have no doubt at all 
that the naval comiietition between Germany and 
ourselves was a contributory cause, but I shoidd not 
say it was merely IMulliner, because there were other 
influences in Germany operating upon the German 
government and upon the German press. 
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;^392. Sir Philip Gihhs : Would you say that the 
liublio agitation in England caused by the propa- 
ganda did have repercussions in Germany? 

Mir. Lloyd George : Oh, undoubtedly, just as 
the agitation in Germany had repercussions here; 
because articles in the German press were quoted 
here, and articles which were written here were 
quoted in the German press. 

3993. Sir Philip Gibbs : Therefore 1 think perhaps 
you would agree that the Mulliner case is im- 
portant ? 

Mr. Lloyd George : It is undoubtedly an 

element. 

3994. Sir Philip Gibbs : Is it your recollection — we 
have all been fumbling for the exact figures — that 
Mulliner and the proxiaganda caused by his state- 
ments made out that Germany would have 23 Dread- 
noughts in April of 1912, whereas they only had 
nine — is it now within your recollection P 

Mr. Lloyd George : I cannot give the exact 
figure, but the answer I gave to Mr. Spender goes 
as far as I can remember. There is no doubt at 
all that Mulliner gave a figure which showed that 
the Germans would have a definite suiieriority over 
us in Dreadnoughts, and the figure he gave was a 
figure that the Germans did not come anywhere 
near attaining; but whether it was 22 I cannot 
remember at this moment. I know it was an 
impossible figure. 

3995. Sir Philip Gibbs : I think that is the exact 
figure. 

Mr. TJoyd George: That bears out my im- 
pression, that he gave a figure which was not at- 
tained, and which was not attainable, as a matter 
of fact. 

3996. Sir Philip Gibbs : There is one very important 
aspect which has not been mentioned this morning 
with regard to the nationalisation of this industry, 
and that is the foreign export trade. Are you 
hostile to the export of arms generally from a moral 
point of view? 

Mir. Lloyd George : No. I should have ex- 
ported arms to Abyssinia before the war began, 
and not put an embargo on as we did. 

3997. Sir Philip Gibbs : Would you go as far, then, 
as approving of the indiscriminate exj)ort of muni- 
tions from this country or anj' other country? 

Mir. Lloyd George : No, not indiscriminate. 
Those are things that the League of Nations would 
have to thrash out very carefidly. There must be 
some international code with regard to the export 
of arms. 

3998. Sir Philip Gibbs : But supposing we cannot 
get an international agreement, are you in favour 
of the present system of the export of arms by pri- 
vate manufacturers to foreign countries? 

Mir. Lloyd George : I would not have any 
private manufacture of arms, and therefore the only 
question is whether you would export arms from 
government arsenals, and I can well understand 
that there might be conditions under which it would 
be desirable that we should. 

3999. Sir Philip Gibbs: I imagine, therefore, that 
you are basing your argument entirely on nationalisa- 
tion, but I was rather hoping to get from you an 
expression of opinion upon the present system if 
nationalisation is not possible or is not carried out 
in this country. 

Mir. Lloyd George : That would init certain 
countries at an obvious disadvantage, and especially 
the weaker countries, if they were not in a posi- 
tion to purchase arms anywhere, and it would drive 
them to setting up factories of their own at an 
extravagant cost, and I do not think that would 
be a good thing from the point of view of the 
peace of the world. I think you would have to 
permit the export of arms under very careful regu- 
lations and conditions, and the government is 
far better able to judge of these than a private 
firm from the point of view of policy. 

4000. Sir Philip Gibbs : From the historical point 
of view, up to the present day, when this free ex- 


port of arms is going on in the world, do you 
think that the traffic in arms abroad has been a 
contributory cause of wars? 

Mir. Lloyd George: Oh, undoubtedly; 1 

should not have thought there was any doubt about 
that at all. There are many illustrations of that. 

4001. Sir Philip Gibbs : Would you think, for in- 
stance, it was right to say that the building up 
of the Japanese Navy by a firm like Vickers-Arm- 
strongs had created a new menace in the world? 

Mir. Lloyd George : Well, 1 would not like 
to go as far as that; because under any system 
1 think that Japan would have had her ships ulti- 
mately. Perhaps it precipitated the present con- 
dition of things, but 1 do not think that anything 
could have prevented it. 

4002. Sir Philip Gibbs : Do you think that the pri- 
vate export of arms to countries like Serbia, Bul- 
garia, and Turkey was one of the contributory 
causes of the Balkan wars? 

Mir. Lloyd George: They could not have fought 
those wars unless arms had been exported to those 
countries, and if the export were under the con- 
trol of governments— well, governments would have 
had some sort of responsibility as to the use which 
was going to be made of those weapons; and, be- 
.sides, it would have called their attention to the 
condition of things, and there would have been a 
general sense of responsibility. Naturally, a private 
firm has not to consider these things. 

4003. Sir Philip Gibbs: Do you think that the 
nationalisation of the arms industry would entirely 
abolish many of the grave objections mentioned in 
that article of the Covenant? 

Ml r. Lloyd George : I think so. I think that 
if you abolished the private manufacture of arms 
there would be a very valuable contribution to the 
cause of peace — very valuable. 

4004. Sir Philip Gibbs: Because I imagine that 
foreign governments might subsidise the press in 
the same way as private manufacturers do in foreign 
countries, or in our own country perhaps. 

Mir. Lloyd George : That, as you know, does 
happen in some countries, not in ours; but it does 
happen. You cannot avoid that, I am afraid; but, 
at any rate, foreign governments would not do it 
with a view to iirovmking war. 

4005. Sir Philip Gibbs: They might do it with a 
view to buying an alliance? 

Mir. Lloyd George : Yes, thej’ might. You 
cannot remove every danger to human life. 

4006. Sir Philip Gibbs: But you do feel generally 
that a national system would eliminate quite a 
number of objections? 

Mir. Lloyd George: Yes; that is all j’ou can do. 

4007. Sir Thomas Allen: I want just to ask you 
one or two question.s by way of elucidation. One of 
the arguments advanced by you in favour of 
nationalisation is on account of the trafficking in 
armaments shares. Do you see any way, apart 
from comiilete nationalisation, of meeting that 
situation by some form of legislation that would 
prevent this trafficking in shares that is now going 
on and has been going on since the government 
decided its new armaments programme ? 

Mir. Lloyd George: That undoubtedly woidd 
be valuable ; but what makes it very ominous is that 
this traffic in shares went on in spite of a definite 
liledge given by the Prime Minister that there 
would be restriction of profits; and it shows how 
difficult it is, by means of legislation, effectively to 
restrict that kind of operation. 

4008. Sir Thomas Allen: The White Paper* does 
not cover dealing in shares so much as regulating 
profits ? 

Mir. Lloyd George : Yes, that is true. 

4009. Sir Thomas Allen : Under the new armaments 
programme do you see the possibility of the elimi- 
nation of profit under the White Paper regula- 
tions? 


* Cmd. 5107. 
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Mt. Lloyd Gboto^ * We did onr '.best to do that 
with regard to the production of munitions, but we 
did not achieve the whole object that we had in 
view, because the armament firms did make enormous 
profits in spite of all the restrictions that were 
imposed upon them in the way of cutting down of 
costs and the excess profits duty and that sort of 
thing. It is a very, very difficult thing to do. Then 
there is the additional difficulty pointed out by the 
Chairman, that a great many of these firms do 
civilian work as well, and you could not possibly 
prevent them dealing in their shares if 50 per 
cent, of their work was civilian, and certainly not 
if it was 70 per cent. That is one of the difficul- 
ties. 

4010. Sir Thomas Allen: Short of absolute 

nationalisation, do you see any way by which this 
feeling in the minds of the community that this is 
a business in which excessive profit is made could be 
removed ? 

Mr. Lloyd George ; I hope you understand that 
I am not attacking private enterprise. That is not 
my line at all. I am only talking about one par- 
ticular business where I think it is very desirable 
that there should be no private profit. I wish I 
could see any other way of dealing with the situa- 
tion, but, short of control of practically every com- 
modity, I do not see how you can do it unless 
you have this state monopoly. 

4011. Sir Thomas Allen:. You also said in the course 
of your observations that armament firms had secret 
information not available to governments. Is that 
because they are more internationally minded than 
governments and have a greater understanding? 

Mr. Lloyd George: I did not say it was not 
available to governments. The armament firms pos- 
sessed evidence which was in their possession, based 
on secret information which they had received. 
Whether it .was availalble to the governments or notj 
I do not know. We had our information, but our 
information did not go, I think, as far as that which 
was conveyed to us by the armament firms— nothing 
like it. 

4012. Sir Thomas .illen: You did rely upon secret 
information? 

'Mr. Lloyd George: We had certain secret in- 
formation, but the evidence possessed by the arma- 
ment firms rather indicated that our information was 
not accurate. 

4013. Sir Thomas .4.llen : My point is : Were they in 

a position to get, because of their international re- 
lationships with each other, information which the 
government were not able to get? 

Mr. Lloyd George: That is what we asssumed. 
We did not ask them how they got their information. 
That is the sort of thing they would not be bound to 
answer. 

4014. Sir Thomas Allen : When you define nationali- 
sation, do I understand you to mean that in peace- 
time the government should accept sole responsi- 
bility and have the sole manufacture of armaments, 
and then in emergency, in war-time, it should harness 
the whole industry of the country to state pro- 
duction ? 

Mr. Lloyd George: That is so. 

4015. Sir Thomas Allen: That is what we under- 
stand when you speak of a state monopoly. 

Mr. Lloyd George : Yes, that is my view. 

4016. Sir Thomas Allen : Now with regard to sales 
abroad under Article 8, paragraph (5), of the 
Covenant. I think it also says, as far as my memory 
goes, that regard must be had to those nations 
which are not producing arms, and, with regard o 
them, that they shall not be subjected to shortage 
in supplies? 

Mr. Lloyd George : That is right. That would 
involve export, undoubtedly. 

4017. Sir Thomas Allen : It has been put to us that 
there is a strong objection to export by a government 
as such, in contrast to export by private enterprise 


that it would involve the government in political 

difficulties which do not arise in export by private 
enterprise. Do you see any difficulty in that? 

Mr. Lloyd George ; I do not see any difficulty 
at all. So long as nations are at peace you are 
entitled to sell any articles to another nation. If 
you are on friendly terms with them I do not see 
why there should be any difficulty about that. 

4018. Siir Thomas Allen: Your view is that sales 
should be by one national government to another? 

Mr. Lloyd George: Yes— of armaments. 

4019. Sir Thomas Allen : Another objection raised 
against nationalisation has been that government 
departments do not reward their servants or give 
consideration for enterprise in design and construc- 
tiveness ; that the system is altogether against in- 
ventive enterprise in the national system as con- 
trasted with the private system. Can you see some 
other way than the present system of reward for 
enterprise being forthcoming under a national 
system which would encourage every ettort.'' 

Mr. Lloyd George : 1 think there are rewards 
given I forget for the moment whether they are 
confined to those who are not in the service of the 
Crown, but I remember, as Chancellor of the 
Exchequer, that I had to sit upon one or two 
cases to adjudicate the amounts to be paid for an 
invention; so I think that rewards are paid, and 1 
thing it is right that rewards should be given. 
Sometimes a reward might be pecuniary ; sometimes 
it might be in the form of an honour. 

4020. Sir Thomas Allen: Or advancement. 

Mr. Lloyd George : Yes; but I do not see w y 
it should not be pecuniary in certain cases. 

4021 Professor Guttendge: I think that larg 

amounts were paid to the people who were concerned 
with the tanks, people like Major Wilson, and so on. 

Mr. Lloyd George: That is right; and it was 
well worth the money. 

4022. Sir Thomas Allen: I was not thinking so much 
of what might be done in war-time, but of a system 
in peace-time which would encourage enterprise. 

Mr Lloyd George: I am all for it. 

4023 Sir Thomas Allen: It has also been put to us 
that' under a national system the 

have very much greater trouble with labour than 

5”v.l. tl..t th.,. .o»ld 

made upon a national organisation; that thew 
would be political considerations which would enter 
into it and that strikes would probably be more 
numefo\is under a national system than under a 
system of private enterprise. 

Mr. Lloyd George : I do not think that that 
is quite the experience in these matters. \\ e di 
not have more trouble with arsenals than we had 
with private firms. We had very considerable trouble 
in Glasgow and in Sheffield and in Coventry, and I 
am not sure that we did not have it in Barrow-in- 
Furness— but I am not quite sure of that— with 
private firms. 

4024. Sir Thomas Allen : I think I can say again 
at this ' juncture that I have been very much im- 
pressed, sitting on this Commission, with the ability 
of former government officials who have passed 
away from government service and have gone into 

private enterprise. 

Mr. Lloyd George : That is right. 

4025. Sir Thomas Allen : I have thought in my own 

mind that if the government had cared to harness 
those gentlemen to a national system they could 
have served the state equally as well as they serve 
private enterprise. ^ 

Mr. Lloyd George : That is quite right. 

4026. Sir Thomas Allen : What I want to ask you 
is this ; If the government made up its mind upon 
this national policy and said “ Go,” whether you 
would find in the three services men who would 
respond to that request most readily, just as they do 
for private enterprise. 

Mr. Lloyd George: I have not the slightest 
doubt about it; and, to corroborate what you said, 
some of the men who are now engaged in the 
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private firms have ibeen drawn from the services, 
and very able men they are. 

4027. Professor Gutteridge: Can yon tell me this : 
When paragraph (5) of Article 8 of the Covenant 
was under discussion, was there any inquiry into 
the nature of the grave objections, or anything 
of that kind — were they dealt wdth categorically, 
or -were they simply dealt with generally as a 
■whole? Can you remember that? 

Mr. Lloyd George : Each article in the 

Covenant was discussed with great elaboration and 
care. 

4028. Professor Gutteridge : But you cannot recollect 
whether there was any investigation? 

Lloyd George: No; there would he no 
investigation. 

4029. Professor Gutteridge : That is what I meant; 
it was based on an impression? 

Mr. Lloyd George: It depends on much more 
than impression; and, after all, they were men who 
had considerable knowledge. 

4030. Professor Gutteridge: You refer to M. 

Clemenceau? 

Mr. Lloyd George : Yes. He knew pretty 
well what was going on ; no one knew better. 

4031. Professor Gutteridge : I have always under- 
stood — I may be wrong — that the idea of this para- 
graph came directly from President Wilson. 

Mr. Lloyd George : I am not sure about that. 

4032. Professor Gutteridge : There is an American 
lawyer — I think his name is Miller — who has written 
a book on the subject, and he attributes the origin 
of this to .President Wilson. 

Mr. Lloyd George : All Americans ivonld ! 

4033. Professor Gutteridge : You do not know 

whether that is correct or not? 

Mr. Lloyd George : No. 

4034. Professor Chitteridge : I do not know whether 
I quite understood your point of view. I do not 
think you went so far as to say that there W'ere 
no inventions utilised during the War which came 
from the armament firms? 

Mr. Lloyd George : No, I did not say that. 

4035. Professor Gutteridge : For instance, there was 
the 9-inch gun, which has always been said to be 
the best gun on either side during the War. That 
was the invention of Vickers. 

Mr. Lloyd George : The 9.2 ? 

4036. Professor Gutteridge : Yes. 

Mr. Lloyd George: Yes; but there were others 
which were not as good, also inventions of armament 
firms. I could name them if you like. 

4037. Professor Gutteridge : The Lewis gun was 

an American gun, was it not? 

Mr. Lloyd George : I think we had to buy it 
from outside; I am not sure. I do not think it was 
invented iby an armaments firm. 

4038. Professor Gutteridge : The Rolls Royce engine 
was the best aeroplane engine during the War beyond 
doubt, was it not? 

Mr. Lloyd George : It was supposed to be. 

4039. Professor Gutteridge : Sometimes they in- 

vented things, and sometimes they W’ere invented 
outside the armaments firms. 

Mr. Lloyd George : Take the 6-inch howitzer, 
which was on the whole the best gun we had. I 
think that was invented by the service after very 
elaborate experiments. We depended far more on 
that than on any other gun. The other was a 
first-class gun, but we depended on that far more. 

4040. Chairman : May I just ask one or two ques- 
tions, quite shortly; first of all, with regard to the 
export of arms. In your view, it is not possible 
to abolish the export of arms altogether? 

Mr. Lloyd George : I think it would be un- 
desirable. I agree with this article of the Covenant 
that you must make provision for those who have not 
manufactures. 

4041. Chairman: If you assumed a state monopoly 
and the abolition altogether of the private manu- 
facture of arms, the only business or the only source 
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from which anyone could obtain arms would be 
the government factories — some government factories ? 

Mr. Lloyd George : That is right. 

4042. Chairman: It has been pointed out to us, or 
suggested to us, that that would inevitably lead' or 
would very probably lead, to diplomatic difficulties. 
I will give an instance : It is said that supposing 
a government applies to a manufacturing govern- 
ment for a supply of arms, and the applicant is 
perhaps ranged on the side of a country which that 
manufacturing government may not think is friendly 
and they say: “We cannot supply you with any 
arms,” and then that state goes to No. 2 manufac- 
turing government and says: “Will you supply us 

with arms? ” and they say: “Oh, yes, we will” 

it is suggested that the first government wdiich 
refused to supply the arms might treat the act 
of the second government which agreed to supply 
them as an unfriendly act, and in that kind of way 
you would find considerable difficulties. 

Mr. Lloyd George: By “unfriendly” you 

mean a case where we have an actual dispute with 
another country? 

Chairman : Yes. 

Mr . Lloyd George : Which might mature into 
a quarrel? 

Chairman : Yes. 

Mr. Lloyd George: I cannot imagine them 
coming here to buy arms. 

4043. Chairman: No, not coming here, I agree; but 
other people may be only too glad to make a profit 
out of the manufacture of arms. 

Mr. Lloyd George: That is what they do at 
the present moment. 

4044. Chairman : Yes, true. 

Mr. Lloyd George: A quarrel of that kind 
is probably a quarrel which would come within the 
cognisance of the League of Nations, and during 
the dispute I think it is very probable that all 
governments would agree not to supply arms. They 
u ent as far as to do that in the Italian dispute 
before there was w^ar declared ; they even prevented 
private manufacturers from supplying arms; and if 
you can do that at the present moment with private 
manufacturers I do not see why it could not be 
done by governments if there are disputes going on 
at the time, and I should say it might be useful. 
Take Bolivia and Peru; supposing they were on the 
brink of another quarrel with each other and were 
going to fight, there might he a kind of understand- 
ing between the manufacturing governments that 
they should not supply either with arms ; whereas 
they would not like to go to the extent of putting an 
embargo upon the sale by private firms ; but if it was 
in the hands of a government there could be an 
understanding that neither of them should be sup- 
plied with arms. As a matter of fact, the arms in 
this case were supplied by 2 irivate manufacturers, and 
the governments did not quite like to stop it; they 
said that was private enterprise and private business, 
and did not intervene. They ivould have intervened 
long before the war, and jirobably before the trouble 
became aggravated, if the supjily had been by 
governments. The government of the United States 
of America, for instance, would have stopped the 
ex[)ortation of arms, and probably communicated 
with us and with France and with the rest, and would 
have said : “We hope you will not suppl,v these 

peo,ple because they are working up a war.” I think 
you would have far greater control over the inter- 
national system if you made the manufacture of arms 
a national monoiioly. Governments would then have 
a direct responsibility. Of course, there is not 
enough profit in it for a government in any event 
to endanger peace. 

4045. Chairman : One other question on another 

matter, with reference to the emiiloyment of ser- 
vice officials in private firms, leaving the service 
and being employed by private armament firms. 

Of course, if you adopted a monoiJoly the question 
would not arise? 
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Mr. Lloyd George ; No. 

4046. Chairman : But assuming that a system is 
continued of state factories and private manufac- 
turers working in collaboration, it is in the interests 
of the state, is it not, that private manufacturers 
should be as efficient as possible because it is in the 
interests of the state that they should be as effi- 
cient as possible? 

Mr. Lloyd George : Yes. 

4047. Chairman : And therefore that they should 
get the best assistance they can from whatever 
source — and there is no source from which they can 
get efficient assistance except from the services, 
because it is only the services which have the prac- 
tical knowledge. 

Mr. Lloyd George : I think it is a very bad 
system. I do not think that state officials ought 
to have it in their minds that after they leave 
the particular department where they are exercis- 
ing control they should be engaged in high posi- 
tions with firms which will pay them twice or three 
times as much as they were paid in the civil ser- 
vice. I do not say that it will influence them, 
but I do not think they ought to be put in that 
position, and if you had state-owned establishments 
you would remove that kind of temptation. I have 
always thought it was a bad system. 

4048. Chairman: I want to ask you one further 
question about that. The army and navy are not 
very attractive services now, are they — I mean from 
the point of view of a man’s future; he is turned 
adrift very often and finds it very difficult to get 
anything to do. Supposing you were to make some 
sort of rule that a man who had once entered 
the service should not go into the service of an 
armament firm, it would deprive able young men, 
would it not, of an opportunity that they might 
look forward to, even if it influenced their careers 
in the army or the navy? 

Mr. Lloyd George: That is an additional 

reason for nationalisation. 

4049. Chairman: I agree. Directly you arrive 

at a monoiioly the whole difficulty would disappear? 

Mr. Lloyd George: Yes, that difficulty goes. 

I think it is rather hard that they should be ruled 
out from prospects of that kind, but they would 
not have them if you had a state monopoly. 

4050. Chairman: Another point is this; Of course, 
so long as there was competition between the arma- 
ment firms it might be an objection that a man 
from the services should go to a particular arma- 
ment firm, because he would perhaps be able 
to use his influence with a friend in office that 
his particular firm should be the selected firm ; but 
now, when all competition between these armament 
firms has disappeared, and whatever orders are 
going they distribute amongst themselves, that ob- 
jection has disaiipeared, it seems to me, because a 
man gets no advantage from having a friend in 
office if the order, or whatever it is, is to be dis- 
tributed amongst them under this new sj'stem. 

Mr. Lloyd George: That may he true; but 
it is much more far reaching than that. 

4051. Bame Each el Crowdy : I think you said that 
if there was nationalisation of manufacture most of 
the objections connected with the export of arms 
would be done away with, but not quite all, oi 
possibly not all ? 

Mr. Lloyd George: Yes, that is right. 

4052. Bame Each el Crowdy: It would be right to 
say, would it not, that touting for orders in foreign 
countries would be done away with under a gov- 
ernment monopoly ; one cannot conceive of any gov- 
ernment deliberately touting for orders in another 
country ? 

Mr. Lloyd George: No. 

4053. Bame Each el Crowdy: Particularly if their 
diplomats were sitting at Geneva trj'ing to make 
peace between the countries concerned? 

Mr. Lloyd George : The interest of the govern- 
ment is not to have trouble between nations, aiid the 


profit that they would make out of it would be in- 
significant. 

4054. Bame Eachel Crowdy: Do you think, too, that 
it would do away with all these attempted evasions 
of embargoes? 

Mr. Lloyd George : Oh, yes. 

4055. Bame Eachel Crowdy: You cannot conceive of 
a government trying to set up a factory in another 
country in order to avoid an embargo. 

Mr. Lloyd George : And selling arms which 
are used against us in some parts of onr Empire. 
That has been especially the case on the North-West 
Frontier of India and other places. 

4056. Bame Eachel Crowdy: That was almost my 
next question; I was going to ask you if you knew 
of any cases where arms had been sold either during 
war-time or during peace-time by our own firms to 
be used against us. 

Mr. Lloyd George : I could not say during 
war-time, but during a time of nominal peace actu- 
ally arms have been sold which have been turned 
against us ultimately. 

4057. Bame Eachel Crowdy : With the knowledge of 
the firms that they might be turned against us? 

Mr. Lloyd George : They must have had that 
possibility in their minds, especially on the North- 
West Frontier. 

4058. Professor Gutteridge : They would be second- 
hand arms, would they not? 

Mr. Lloyd George : Mostly, I should say. 

4059. Bame Eachel Crowdy: I was not thinking of 
second-hand arms ; I was thinking of arms that were 
sold by private manufacturers in country A to coun- 
try . B with the object of country B sending them to 
country C, where they would be used against us. I 
was thinking of something rather more far-reaching 
than that Professor Gutteridge has in mind. 

Mr. Lloyd George : Yes. I have not a case of 
that End in my mind. 

4060. Mr. Spender: Woidd not Turkey be a case in 
point ? We undertook the supervision of the Turkish 
navy in 1912, did we not? 

Mr. Lloyd George : Yes. 

4061. Mr. Spender: And I think that some of our 
own shells were actually used in the Dardanelles 
against us? 

Mr. Lloyd George : Yes. 

4062. Mr. Spender: That was the government, was it 
not — it was not a private firm? 

Mr. Lloyd) George : I do not know whether the 
government sold any arms. 

Mr. Spender : The government undertook to 
keep the Turkish navy in good condition and to 
supply it with munitions. 

'Professor Gutteridge: I think there were 

British naval officers actually on board the Turkish 
warships when war broke out. 

Mr. Lloyd George: I see. 

4063. Bame Eachel Crowdy : We have been told very 
often that the abolition of the private manufacture 
of arms would make for unemployment. Would you 
give us your comments on that? 

Mr. Lloyd George : I cannot imagine why, be- 
cause the government makes up its mind each year 
how much it is going to spend upon armaments as a 
matter of public policy, and you require tbe same 
number of men to work on these projects whether the 
orders are executed by the government or whether 
they are executed by a private firm. I do not see 
why there should be unemployment. 

4064. Bame Eachel Crowdy : You feel that the gov- 
ernment would employ as many men as are em- 
ployed by private firms? 

Mr. LJoyd George : Certainly. 

4065. Sir Thomas Allen: I tbink the real point was 
that because of the private system of manufacture 
the employees could change over to other woik 
which could not be done in a national factory engaged 
solely upon the creation of arms; they would have 
to stand off; whereas private manufacturers could 
put them on to some other work. 


549 ROYAL COMMISSION ON THE PRIVATE MANUFACTURE 


OF AND TRADING IN ARMS 


6 May, 1936.] The Right Hon. David Lloyd George, O.M., M.P. 


[.Continued. 


Mr. Lloyd George : They would liave to con- 
centrate upon manufacture for civilian and other 
purposes, just as Krupps had to immediately after 
the War. 

4066. Sir Thoma.s .Allen: Would you, then, support 
the idea that national armament factories should not 
be disallowed, at any rate, the right to manufac- 
ture other commodities? 

Mr. Lloyd George : I should be very doubtful 
of the Avisdom of allowing them to go into the com- 
petitive market .with government support. It is 
one thing to have a complete system of nationalisa- 
tion, hut I do not think it is a good thing to have 
a system Avhereby you should subsidise particular 

(Adjourned for a 


firms which are competing ivith others, but they 
might manufacture things ivhich are used for govern- 
ment purposes. 

4067. Sir Thomas. Allen: The government is a larue 

buyer; for instance, the Post Office? ^ 

Mr. Lloyd George: Yes. There are a groat 
many things they buy. 

4068. Sir Thomas Allen: You see no objection to 
them manufacturing for state purposes? 

BIr. Lloyd George : For state purposes, no • 
but I should think it would he unfair of them to 
manufacture and go into the competitive market 

Chairman: I think that is all, and we are 
much obliged to you for coming. 

short time.) 


On resuming — 


Captain L. E. H. Llewellyn, C.B., O.B.E., R.N. (Retired), called and examined. 


4069. Chairman: I understand 
statement, Captain LleAvellyn? 

Captain Llewellyn : I ha-i’e, Sir. 

4070. Chairman : Do you wish the Secretary to read 
it? 

Captain Llewellyn : I think. Sir, if the Sec- 
retary read it, it ivould be more readily under- 
stood. 

4071. Chairman: Very well. 

The following statement was read: 

The following is a statement of my experience in 
connection with manufacture and purchase of 
arms and munitions of war. 

10 years Assistant Inspector and Inspector, of 
Naval Ordnance at Woolwich Arsenal, at Sheffield 
and at Newcastle and Glasgow. 

8i years at Admiralty as Chief Inspector of Naval 
Ordnance with charge of all inspection of naval 
ordnance, mines, torpedoes, bombs, &c., and 
explosives and propellants. 

8J years Associate Member of Ordnance Com- 
mittee. 

8.] years member of sub-Committee of Committee 
of Imperial Defence dealing with actual and potential 
resources for the production of warlike stores for all 
services. 

Private Blanufacture and Trading in Arms. 

It first becomes necessary to define ivhat constitute 
“Arms” as it is certain that even if firearms, 
explosives, etc., etc., are not available ivar may still 
be Avaged with sticks and stones; for practical pur- 
poses I would confine my remarks to finished 
ordnance, rifles, torpedoes, mines, bombs and shell, 
their propellants, explosives and components and to 
such material as may be readily completed into 
such stores, for example ; — ^gun and rifle barrels or 
tubes, punched and drawn shell bodies, mine 
spheres, torpedo air vessels. 

If restrictions are to be effective then they must 
apply not only to the finished article but to the 
semi-finished material and relative components. 
For instance a gun up to 6-inch bore can be built 
up with prepared tubes in a few hours, or at most, 
days with very limited resources. I would therefore 
recommend that all vital components in any stage 
of manufacture that will permit of assembly into 
completed articles for use should be classed under 
the same heading as the finished weapon. 

As to the advantages and disadvantages of state 
versus private manufacture and sale the following 
is a summary of views based on experience, with 
some reasons and facts. 

Advantages. 

State Manufacture. 

(a) Some form of state factory is essential for pro- 
duction of trial and experimental stores, for repairs, 
for maintenance and for providing information 
essential to a proper check on costs, times and ease, 
or otherwise, of manufacture. 


(b) Manufacture in state factories permits of 
AA-ork being kept secret, of improvements in methods, 
pattern and use being retained solely for the use of 
the state. 

(c) Eliminates the incentive to fake or conceal 
defects on a large scale (petty fraud by individual 
workmen must ahvays be guarded against Avhether 
in a state factor.y or not). 

(d) A better control over progress is possible as 
the AA'ork has not to take its place with commercial 
and foreign orders, and changes in design that it 
may be desired to introduce while Avork is in pro- 
gress can be more readily and effectively carried out 
at less cost. 

(e) Strikes are less likely, lock-outs do not occur, 
and programme dates of completion, etc., are more 
likely to be adhered to, that is if the state factory 
is capable of producing from the raAv material stage. 

Disadvantages. 

State Factories. 

(1) Concentration — but as matters stand this 
objection does not operate as trade manufacture is, 
Avith the exception of explosives and propellants 
and certain stores of lesser importance, in the hands 
of one combine and its associated companies. (Shell 
are not made at present by the combine— Vickers- 
Armstrongs— but by Hadfields and Firths; this it is 
understood is by arrangement betAveen the com- 
panies, i.e., there is no competition and intense 
concentration). Moreover it is not advocated that 
the state should produce in a single factorA^ or in 
a factory organised on the lines of Woolwich 
Arsenal Avhich does a little of all or most classes 
of Avork. As to capacity for expansion the present 
state of affairs does not allow of rapid conA^ersion 
to war output and utilisation of commercial 
resources, in that the bulk of trade production is in 
the hands of Vickers-Aimstrongs, and therefore dis- 
tribution of staff and key workmen would be less 
readily carried out than would be possible if the 
nucleus Avere held in a state factory. Generally on 
this point of concentration the advantages appear 
to be with state manufacture. 

(2) (Dost — ^here the advantage lies with trade 
manufacture unless the .state factory is to be 
equipped and organised for production in peace 
time or a semi-commercial basis, i.e., for manu- 
facture of material other than that of a definitely 
warlike character, and this could be done. For 
example, now all dodkyard-ibuilt ships are supplied, 
or rather built from material made by contract, 
that is the plates, shafts, armour, etc., etc., hut 
the plant required for heavy shafting is identical 
with that used for gun forgings, Avhile that for the 
steel, i.e., the furnaces, primarily and principally, 
can he used for all purposes where medium or high 
quality steel is employed. For example, a furnace 
turning out steel ingots intended for rolling to 
sheets will also produce steel suitable for H.E. shell. 
In fact a state factory primarily intended for Avar 
stores production can, when orders for such stores 
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are slack, produce a variety of other stores required 
for state use but at present bought. As to explosives 
the state at present is almost entirely dependent 
on trade supplies, again a combine, and has no 
available facilities for expansion of production, so 
that if it is concentration that is the disadvantage 
of state manufacture then we already have the full 
disadvantage under present conditions. 

Further on the question of cost and efficiency, 
it is generally claimed by opponents of state manu- 
facture that the state cannot produce as cheaply 
as the trade and that private enterprise gives pro- 
gress in development which is not to he obtained 
from state factories. Figures and facts disprove 
these contentions. For example: — ^Woolwich Arsenal 
can and does produce at costs below the trade, 
that is when conditions are brought to a like basis, 
it being remembered that an organisation like the 
Royal Arsenal has a variety of functions to perform 
that no factory pure and simple is laid out for. or 
could carry out. Another example is that of Holton 
Heath cordite factory where the whole of the pro- 
pellant requirements of the Royal Navy are pro- 
duced. The price per lb. at which propellant is now 
being made would astonish trade producers, and 
many millions have been saved to the state by this 
factory in the past 17 years. 

Moreover as to quality I may say that between 
1895 and 1917 no advance was made in quality of 
propellants (during this period supplies were very 
largely obtained from private makers), and in 1917 
it was found that not only was quality so bad as 
to be dangerous but that trade factories could not 
meet our quality requirements. The most 

revolutionary advances in manufacture have 
resulted from this state undertaking, and the wdiole 
progress, development and production has been the 
work of state servants. The Royal Naval torpedo 
factory is another good example of what the state 
can do in its own factory with state employees. 

Another point in favour of state manufacture is 
the fact that the state is able to choose the location, 
size and nature of its factories— they need not be, 
as is essential in trade manufacture— in the large 
industrial areas mixed up with general commercial 
work, a great disadvantage. They can be placed in 
strategically suitable places and can be built in units 
designed for rapid expansion of skeleton working. 

It must be remembered that in 1914-lB armament 
plant held by private makers did not lend itself to 
raipid and economical development, and had expan- 
sion and development been left to private enterprise 
the War would have been lost by 1916, in fact private 
manufacture failed when the load was applied. 

Advantages. 

Private Manufacture. 

1. As a trade it offers opportunities for profit and 
is a means of increasing our export figures. 

2. If in the hands of a number of manufacturers 
not working in rings or arrangements or combines 
then it ensures fair competition and lessening of 
costs with the maintenance of quality. 

3. If in the hands of a number, etc., etc., it allows 
of wide distribution of work (not so now when arma- 
ment work has ceased to be the trade of a dozen 
and is that of but a few). 

4. It stimulates foreign trade in that those who 
tout and sell their arms more usually also have to 
offer stores of a purely commercial nature. 

5. It widens the field for invention and research 
(but not to the extent that some manufacturers 
have claimed observing that the ideas, requirements 
and function of all war-like stores must, and do, 
primarily depend on the conditions of use and know- 
ledge thereby acquired, i.e., the state). 

Disadvantages. 

Private Manufacture. 

A. Leaving out all question of profit from the 
making of appliances intended for the destruction 


of human life there appears to me to be definite 
evidence that the sale (and it is the offering for sale 
and selling rather than the making, that is more 
objectionable) of arms has increased the possibilities 
of war even if it has not actually caused war. For 
example, take Japan; but for the supply of arms and 
arms making plant and of staff to run such plant 
and teach the native workmen, it is obvious that 
Japan with its lack of mineral and material resources 
could not have become the menace to eastern peace 
that she has. Without the private' sale of arms the 
South African war could not have taken place. 
Turkey, Bulgaria, Servia, Roumania, Greece, Afghan- 
istan, ilolivia, Paraguay, etc., etc., could not have 
embarked on their various wars during the last -50 
years — the whole of the war requirements of their 
countries (as also China) were supplied by purchase 
from armament firms. If we stop private sale we 
stop small wars and it is small wars that lead to 
large, e.g., Servia in 1914-1918, Italy and Abyssinia, 
and its risk of another European war. The evidence 
seems to clearly show that state manufacture will 
act against war risks, provided that it is the 
state only that sells and that sale from government to 
government be only through a committee of the 
League of Nations. Isolated action by one or two 
nations will only result in building up foreign pro- 
duction facilities and foreign iiroflts. 

B. Mono:poly — this is a decided disadvantage of 
private manufacture. At present the state must not 
only buy all its raw material from the interested 
trades hut also the bulk of its finished material, for 
example — gun forgings; these are almost entirely 
supplied by the 'Vickers combine, as also armour 
plate, explosives, torpedo air vessels, mines, bombs 
(shell by other trade concerns) and without the state 
being able to depend on competition in either price 
or rate of delivery. For example, heavy armour 
piercing shell, the essential weapon of our capital 
.ships — these are solely produced by Hadflelds Ltd. 
and Thos. Firth Ltd., both Sheffield firms, and work- 
ing together. So complete is the monopoly strength 
of these firms that they have been able to dictate 
at will ; for example, it is said that the A.P. shell 
is merely a patent — it is not — it is an article which 
entirely depends, for its efficiency, on the secret heat 
treatment it receives. 

C. It is undesirable to allow private manufacturers 
to make profit on information obtained free from 
government sources, such however is the case — the 
private maker has no knowledge of USE, he obtains 
this from contact with government officers, from 
making government stores and from use of govern- 
ment designs and specifications ; how else can he get 
it? For example, the modern shell is made by 
Messrs. Hadfields and Messrs. Firth, but these con- 
cerns do not possess a gun to fire from, a plate to 
fire at, or a pit or cell to fire into. Again, private 
makers of arms rely largely for technical knowledge 
on the officers of the fighting services whom they take 
into their employment. Vickers have many ex- 
officers including ex-inspectors, an ex-vice-president 
of ordnance committee, an ex-director of naval 
ordnance and an ex-memher of army council. This 
appears undesirable especially when such officers have 
been — only a short time previous to engagement by 
the contractor — actually in a position to distribute 
government orders. A considerable interval should 
elapse between leaving state service and employment 
by a state contractor, hut the system would disappear 
if state manufacture replaced private and then if 
expansion for war became necessary the essential 
technical assistance to the reserve or improvised fac- 
tories could be directly provided by the state. 

D. Quality — where manufacture is primarily for 
profit the first consideration must be low cost and 
saving on all possible occasions, i.e., minimum cost 
and minimum quality within the specification and the 
tendency is to try and get the state to accept some- 
thing not quite as good as it should be ; this tends 
to dishonesty on the part of individuals particularly 
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when employed on a “ tonnage ” or output basis. 
I never encountered any deliberate attempt at con- 
cealment or malpractice or any attempt to force the 
acceptance of faulty material in a government fac- 
tory. Moreover the employment of officials and work- 
men on an established basis, as in H.M. Dockyards, 
etc., tends to the production of sounder work, the 
workmanship is much the same but the product 
of government emploj’ees is, in my experience, more 
to be relied on. 

E. Secrecy — ^private makers work foreign and 
British contracts side by side and it is impossible to 
preserve entire secrecy. For example in 1913 we 
were making 15-inch guns described and referred to 
as 13 '5 inch, and in the same shops were guns 12- 
inch and 13-o-inch for the Japanese and Turkish 
governments : and similar work for Chile and Brazil. 
I- personally saw a Japanese endeavour to take 
measurements of our drawings. 

In 1921 we developed a new 8-inch gun and a few 
were ordered from Armstrong Whitworth — almost 
immediately an order for two 8-inch guns was placed 
or rather offered to this company provided that they 
were made at Newcastle (where our own order was 
to be executed). Sir W. G. Armstrong Whitworth & 
Co. declined the order on such terms. At the out- 
break of war in 1914 the Turkish government had 
under construction in this country, two battleships 
armed with 13'5-inch and 6-inch guns identical with 
latest Admiralty design with shell and ammunition 
to suit. At the same period the Japanese had guns 
identical with our current designs as also the 
Chileans, Brazilians Argentines, Greeks, but the 
designs were not supplied from our government to 
them ; and it is certain that the designs were not the 
production of the governments mentioned. 

If each improvement in design is to pass to the 
trade and is to be offered by the trade (possibly 
with slight modification) to foreign governments : 
then such governments will buy and the armament 
race proceeds. If there is no sale then the smaller 
states cannot manufacture themselves and must 
gradually cease to be armed and many of the causes 
of war or threats of war will disappear. I submit 
that it is well to keep manufacture and sale as 
distinct. 

4072. OhaiTjnan : In the last four lines you say, 

“ If there is no sale then the smaller states can- 
not manufacture themselves and must gradually 
cease to he armed.” That is pretty self-obvious, 
but what do you mean by “ sale ”? Do you mean 
sale by private manufacturers or sale by ans'body? 

Captain Llewellyn : Certainly sale by private 
rnanufacturers, and sale by government under con- 
ditions which were prevailing at the time and which 
were considered expedient. 

4073. Chairman: I am afraid I do not follow. 

Captain Llewellyn: My view was that the sale 

by private firms should cease, that, as I stated 
in the previous part of my evidence, the sale by 
the state should be regulated by a committee of the 
League of Nations or an international court which 
would decide as to the advisability or otherwise 
of each particular small nation having the arms 
they claimed. 

4074. Chairman : Do you think you would ever get 
a consensus of opinion as to whether a state should 
have arms or not? 

Captain Llewellyn : Judging by recent events 
1 should say it is problematical. 

4075. Chairman: Probably not? 

Captain Llewellyn : Probably not. 

4076. Chairman: We do not get much further for- 
ward then, by this suggestion? 

Captain Llewellyn : We get further, to the 
extent that if private firms are not able to sell we 
do away with many of the disadvantages which are 
attached to the private offering of arms; that is the 
incentive to buy. 

4077 . Chairman : Yes. That is another question 
altogether, but on this question of there ceasing 
to be war because the state will not be -^ble to 


obtain arms, that depends not only upon the stop- 
ping of private manufacture but upon some general 
international consensus of opinion ijs to who shall 
have arms and who shall not. 

Captain Llewellyn: Yes. If I may say so 
the whole question of peace or war depends upon 
some form of international agreement. 

4078. Chairman: Very well. May I turn back to 
where you arei referring to the question that 
nowada 5 's there is no competition in state factories? 

Captain Llewellyn: Yes, Sir. 

4079. Chairman : And you apparently hold the view 
that is very generally held that there is a great 
advantage in having competition if you want to 
regulate prices. 

Captain Llewellyn: That was the experience 
before the War. There was quite considerable com- 
petition and very keen competition on the part of 
certain firms who were not in any combine or pool 
arrangement with the others, and it was distinctly 
open competition both as to price and rates of de- 
livery. 

4080. Chain-man: Sir Eric Geddes put before us a 
new view altogether— at least, it was new to me; 
I do not know whether it has come before you! 
His view was that under present conditions, where 
a firm is in a position to undertake mass produc- 
tion and accurate costing, it is really better that 
the government, or whoever is the purchaser, should 
deal with one firm rather than with a number by 
way of tendering. This is the way he put it. He 
said that a firm that produces by mass production 
and can accurately cost every part of the process 
of production can tell to a penny what a thing 
costs them. Smaller firms who are not in the same 

position cannot manufacture so cheaply. Firm A 

that is the big firm — knows from its costing that 
the smaller firms cannot produce other than at a 
price which, we will say, would be certainly 20 per 
cent, more than that at which they could produce, 
and therefore the larger firm says, “ 1 am hound 
to undercut because I can produce 20 per cent, 
cheaper than they can, but if I quoted 15 per cent! 
above what I can manufacture at, and should be 
prepared to sell at, I would still be undercutting 
the smaller firms, and therefore I could get the 
contract and supply the article at a price higher 
than that at which I should have supplied it if the 
agreement had been that I should supply at a fail- 
price to be ascertained by costing.” That is rather 
a long statement; do you agree with that view? 

Captain Llewellyn : Not altogether. Sir. The 
larger the plant and the more economically it is laid 
out the lower the cost of production, but that 
carried to the extreme places the state in the 
position of having to deal with one monojioly firm 
which says, “ Very well, you cost our accounts. 
You offer us such and such a price.” But they are 
in a position to say “ We will not manufacture.” 

4081. Chairman: If you get to that stage, of course, 
you must nationalise, because you cannot get the 
goods, but short of that, merely on the question of 
price 

Captain Llewellyn : On the question of price, 
the larger the plant or the larger the facilities for 
laying out your plant, generally speaking, the lower 
the cost of production. But that does not altogether 
apply to certain cla.sses of manufacture. There are 
certain classes of manufacture, certain stores which 
can be produced in small quantities if the first unit 
of plant is available, they can be produced at the 
same cost as that of the bigger stores. Take such a 
thing as a heavy gun. If you have the essential 
facilities for building one sixteen-inch gun, those 
same facilities will turn out 8 to 10 of those guns in 
a year and at a cost no more than if you had four 
of those units and were turning out 32 to 40 of those 
guns in a year. If it comes to smaller stores such as 
fuses or cartridge cases, the plant is not a very ex- 
pensive one. It has been laid out, and was laid out 
in the late war, more or less on the basis of the unit. 
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If you have a unit you can produce at an equal price 
in competition with the man who has 10 units ; but if 
you have only a scrap unit made up of a collection 
of units, which was the position in 1915 and 1916 
when all the odd machines in the country were put 
together to make units, then production is not so 
economical. 

4082. Chairman : Then there is a passage in the next 
part of your statement dealing with capacity for 
expansion. You say “ As to capacity for expansion, 
the present state of affairs does not allow of rapid 
conversion to war output and utilisation of com- 
mercial resources, in that ” — this is the reason, is it 
not? — “ the bulk of trade production is in the hands 
of Vickers-Armstrongs and, therefore, distribution of 
staff’ and key workmen would be less readily carried 
out than would be possible if the nucleus were held 
in a state factory.” Does that mean that, because 
Vickers do so much civil w'ork and because so many 
of their people are engaged in civil work, therefore 
they will not be able to expand as rapidly as a state 
monopoly. Is that it? 

Captain Llewellyn: No, Sir. My intention 
was to convey the fact that, in the early days of the 
War, when factories w’ere being set up and when firms 
which were not accustomed to munitions manufacture 
were brought into the business, it was difficult to 
induce the more experienced firms to part with their 
key men in order to show the new firms how to do 
the work; whereas with a state factory you can draft 
your men here and there, as required. Considera- 
tions of what is to happen to those men and their 
knowledge if they are transferred to a potential com- 
petitor do not enter into the question. 

4083. Chairman : Most people assume that, in the 
event of war, there would be some form of conscrip- 
tion by which men would be moved about among 
private firms as well as others. Of course, we have 
learnt a lot by our experience in the last war. 

Captain Llewellyn: Have we profited by that 

experience? 

4084. Chairman: With regard to cost. You say “ In 
fact, a state factory primarily intended for war 
stores production can, when orders for such stores 
are slack, iiroduce a variety of other stores required 
for state use but at present bought.” To what sort 
of things are you referring there? 

Captain Llewellyn: Take furnaces employed 

for the production of mild steel for producing the 
ordinary high explosive shell. The bulk of that steel 
in the late war. was produced by furnaces wMch 
had been employed up to that time for the produc- 
tion of steel rails, angles, bars, steel used in bridge 
building, railway lines and a variety of other com- 
mercial jiurposes, including shipbuilding. T ose 
same furnaces could be employed for commercial 
work or for making certain types of definite aima- 
ments stores. 

4085. Chairman: You are contemplating that this 
plant could be put to use to manufacture com- 
mercially ? 

Captain Llewellyn: I would not go so far 

as to say that they should be in competition wuth 
commercial manufacture, 'but there are a very large 
number of colonial and colonial government orders 
which at present go abroad, and my idea was that 
that if the state factory .were slack on armament 
work, it could fill in with its available plant and 
occupy it with order’s of a state nature which 
should, under normal circumstances, be sufficient 
to keep a nucleus staff fairly well employed. 

4086. Chairman: You assume orders and you assume 
that they are non-commercial orders sufficient to keep 
the thing going? 

Captain Llewellyn: I am assuming that the 
state factory I had in mind would be one which, 
taking a normal armament production over a period 
of years, would be fully employed. 

4087. Chairman: I have never heard of this cordite 
factory at Holton Heath. Is that a governmen 
factory ? 


Captain Llewellyn : It is entirely a govern- 
ment factory, under the Admiralty. 

4088. Chairman: What other factories are there for 
manufacturing cordite ? 

Captain Llewellyn: At Waltham Abbey there 
is a small factory for the production of army cordite 
and Imperial Chemical Industries have a factory at 
the lower end of the Firth of Clyde — Ardeer. 

4089. Chairman: We were told about other cordite 
factories? 

Professor Qutteridge : There was one at 

Stockton-on-Tees ? 

Captain Llewellyn: There were several. 

There was one at Southampton, there was one at 
Chilworth. I have not in mind all of them, but 
there were 6 or 7 before the combination of the big 
explosive firms into one combine. At that time the 
government requirements were obtained either from 
Waltham Abbey— which could only produce a very 
small amounV-or by purchase from the trade. The 
result was, when it came to the War, that the re- 
quirements could not be met and large purchases 
were made in America at very high prices, and 
eventually Gretna was set up, at a very high cost. 

4090. Chairman: Cordite production is now in the 
hands of Imperial Chemical Industries, it is not? 

Captain Llewellyn: Yes, with the exception 

of the Admiralty’s requirements, which are entirely 
met through the state factory. 

4091. Chairman: Imperial Chemical Industries are 
in a position to manufacture satisfactory cordite ? 

Captain Llewellyn : For the army. 

4092. Chairman: Or for the navy. 

Captain Llewellyn: No. The conditions of 

manufacture of the types of propellant are so 
different that it was decided by a committee that 
sat in 1919 that a continuation of the Holton Heath 
factory under Admiralty control was essential. 

4093. Chairman: So far as it is not already manu- 
factured by government, there is no reason to assume 
that it would not be satisfactorily manufactured by 
Imperial Chemical Industries to meet such require- 
ments as there are? 

Captain Llewellyn: What their capacity now 
is I do not know but, judging by the requirements of 
the late war, I should say their capacity is not 
l-50th of what would be the demand in a war on a 
scale such as the last one. 

iOU. Chairman: You say “It must be remem- 

bered that in 1914-18 armament plant held by pri- 
vate makers did not lend itself to rapid and 
economical development, and had expansion and de- 
velopment been left to private enterprise the War 
would have been lost by 1916.” Everybody seems 
to agree that nobody anticipated either the amount 
of tL demand or the rapidity with which develop- 
ment would be required. That is right, is it not. 

Captain Llewellyn: Yes, Sir. . ^ 

4095. Chairman : The private manufacturers failed 
because they did not anticipate and get ready, it 
the government monopoly had been in existence a 
that time and they had not anticipated it, they 
would have been in the same difficulty as private 

firms, would they not? t ■ i. tBo 

Captain Llewellyn: Not fully, I think. I 
state would then have had a number of key men 
available for distribution, which they had not. ih y 
would have had the accumulation of tools, gauges 
and other stores incidental to starting manufacture, 
which were held by a few individual firms and were 
not available for distribution. That alone would 
have ensured a six months earlier start with the 
big output than was possible under the conditions 
then operating. 

4096. Chairman: But unless the government had 

anticipated what was to happen they would not 
have had the gauges to distribute. 

Captain Llewellyn: It was the custom for each 
store to hold a duplicate set of gauges in addi- 
tion to those required for their own operation but 
it was not considered necessary for the manufac- 
turer to hold more than the two sets of gauges. 
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4097. Chairman : But such gauges as the goveru- 
inent possessed they wanted themselves when war 
broke out. 

Cuptain Llewellyn : Those gauges were issued 
but the change of pattern was the trouble we were 
up against in 1915. 

4098. Chairman-. Under the head “Private Manu- 
facture: Disadvantages,” you say “Leaving out all 
question of profit from the making of appliances 
intended for the destruction of human life there 
appears to me to be definite evidence that the sale 
(and it is the oft'ering for sale and selling, rather 
than the making, that is more objectionable) of 
arms has increased the possibilities of war even if 
it has not actually caused war. For example, take 
Japan; but for the supply of arms and arm-making 
plant and so forth. Then you go on to say 
“ Without the private sale of arms the South 
African war could not have taken place.” Then, 
Turkey, Bulgaria and all the rest of them would 
never have gone to war. But that assumes, does 
it not, that nobody else would have supplied them 
with arms? Supposing the private manufacture 
and sale of arms had ceased and the manufacture 
of arms were entirely in the hands of the govern- 
ment, would you not say the government would have 
turned traders? 

Captain Llewellyn : They might have. 

4099. Chairman-. Then all these troubles to which 
you have referred here would have occurred just the 
same, only the arms would have come from govern- 
ments instead of through private people? 

Captain Llewellyn -. That is assuming that the 
owners of armament stocks were actuated by 
motives which were somewhat questionable, either 
political motives for helping a potential ally or for 
the sake of profit. My personal idea was that in 
dealing with the question of arms I had in view in- 
ternational agreement on the subject. I can quite 
see that w'ithout international agreement our fail- 
ing to sell or manufacture merely deprives us of a 
very lucrative form of export. 

4100. Chairman: Then you say: “Monopoly — this 
is a decided disadvantage of private manufacture. 
At present the state must not only buy all its raw 

• material from the interested trades but also the bulk 
of its finished material.” Supposing you abolish the 
sale of munitions manufactured by private firms, 
there is still the difficulty, is there not, about buying 
the raw material from interested trades? Assuming 
the state manufactures itself, you can only get over 
that difificulty by complete nationalisation, can vou 
not? 

Captain Llewellyn : Complete nationalisation 
of everything in the country. Take one article of 
which a great many people may not be aware — silk is 
an absolute essential to the firing of a gun because 
the cordite or propellant must be silk bagged. If you 
bag it in cotton you get an explosion. So the silk 
industry comes in there. To take it further, the 
tanning industry comes in. We must have leather; 
iron ore, coal. Unless you draw a line at a semi- 
manufactured or a semi-finished .stage, I submit it 
is quite impossible to distinguish what constitutes 
armaments and what does not. A perusal of the 
contraband list at the end of the late war reveals 
something like 3,000 items which were considered 
warlike material. 

4101. Chairman : Then you say : “ It is undesirable 
to allow private manufacturers to make profit on 
information obtained free from government sources.” 
Then you refer in the same paragraph to the ques- 
tion of government officers going into the employ- 
ment of private firms. Assuming that there is to be 
no monopoly and that the government are to work 
in co-operation with private firms to the best advan- 
tage of everybody, then it is only natural, is it not, 
that the government will say to the private firm, 

“ You make the gun. I am in possession of the 
range to test it and I will test it on my range.” Is 
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there any objection to that if that is to be the system 
under which armaments are to be effective? 

Captain Llewellyn : It seems to me that then 
you have reached a stage of government control of 
such an intense character that it almost amounts to 
nationalisation. 

4102. Chairman : Is that a bad thing, what you call 
“ almost nationalisation,” “ Next door to nationalis- 
ation ’ ’ ? 

Captain Llewellyn : If it is going to restrict 
the possibilities of indiscriminate sale, then it is a 
step in the right direction. 

4103. Chairman : 1 am troubled about the question of 
these people, the ex-officers to whose employment you 
see so much objection. I can see the objection as 
long as they are competing firms, because an ex- 
officer may go into a private firm and he may have 
friends in the office, and he may then go and use 
some influence to a get a particular order for his 
firm, but assuming the government and the private 
manufacturers are working in co-operation there is 
no question of that, because there is no competition. 
What is the real disadvantage, in your mind, of a 
man going straight from the service to a private 
firm ? 

Captain Llewellyn : I think the advantage lies 
with the state. 1 think the state has the advantage 
if it staffs or partially staffs the firms who are going 
to supply its armament stores because it ensures that 
those firms have with them men who understand the 
use of the article, and without an understanding 
of the use of the article the manufacture is not likely 
to be so successful. But I think one has to bear in 
mind the fact that competition might arise. New 
armament firms grow up. It is not so many years 
ago that the one and only private manufacturer 
of guns was Armstrong Whitworth. It is within the 
last 40 years, I think, that Vickers came into the 
gun or armament trade. Then shortly before the 
war, in 1907, a new concern grew uiJ — the Coventry 
Ordnance Works. 

4104. Chairman: I quite agree conditions may alter. 

Captain Llewellyn : Conditions may alter at 

short notice. 

4105. Chairman : But assume conditions to remain 
as they are, I understand the first part of your 
answer is that you think it is rather an advantage. 

Captain Llewellyn -. I think it is a disadvan- 
tage that the conditions shall be so stabilised that 
there is no comijetition and that the state is really 
leasing or letting out the work to a private in- 
dividual. 

4106. Damie Bachel Crowdy : I was rather interested 
in one sentence in the paragraph headed “ Private 
manufacture: Disadvantages.” “ The evidence seems 
to clearly show that state manufacture will act 
against war risks, provided that it is the state only 
that sells and that sale from government to govern- 

. ment be only through a committee of the League of 
Nations. Isolated action by one or two nations will 
only result in building up foreign production facili- 
ties and foreign profits.” Do I understand from 
that that you are not in favour of state mantifacture 
unless there can be international agreement? 

Captain lAewellyn : That is roughly my view. 

I say that it is futile to attempt to restrict in this 
countr 3 ^ if other countries are merely going to take 
what would have been our export trade. 

4107. Damie liachel Crowdy : You cannot conceive 
of any international convention or agreement which 
would leave to governments the liberty of private 
manufacture or government monopoly? 

Captain LAeivellyn : I can conceive agreements, 
but I cannot from recent experience see much pro- 
spect of their being observed. 

4108. Dame Maehel Crowdy : You cannot conceive an 
effective international agreement which would leave 
it to the nation to decide whether they would have 
private manufacture or government monopoly in 
their own country? 

Captain LJewellyn : It would be a pious hope 
in the present condition of affairs, no more. 
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4109. Dame Itachel Crowdy : You feel we ouglit not 
to deprive private manufacturers of the opportunity 
of export unless we can get international agreement? 

Captain Llewellyn: Unless it is international. 

4110. Dame llachel Crowdy : This is rather going 
back to what you and the Chairman have been dis- 
cussing — the passage in which you say: “ If in the 
hands of a number of manufacturers not working in 
rings or arrangements or combines, then it ensures 
fair competition and lessening of costs with the 
maintenance of quality.” 1 read that as implying 
to a certain extent that fair competition is not 
possible, and the lessening of cost is not possible, 
because you feel sure that manufacturers are all 
working in rings or combines. Is that a fair inter- 
pretation of that paragraph? 

Captain Llewellyn: Yes. Take, for example, 
heavy guns. There are only two firms capable of 
producing heavy guns in this country, and the pos- 
sible production of one firm is perhaps one-quarter to 
one-fifth that of the other firm; so that if the 
government go into the market and want to buy 40 
16-inch guns, whatever the price offered they know 
that the output of one firm cannot be more than 
(we will say) six guns in the next 18 months, so 
that the balance of the order must necessarily go to 
the other firm. 

4111. Sir Kenneth Lee : You say that Woolwich 

Arsenal can and does produce at costs below the 
trade, that is, when conditions are brought to a 
like basis. \Vhat evidence have you of that? 

Captain Llewellyn: A recollection of the costed 
prices which were invariably submitted by the 
Arsenal at the time the tenders were placed with the 
various contracting firms in existence when I was the 
chief inspector. Those prices were invariably passed 
through me for a certificate that the quality of the 
article was likely to be, and the rates of delivery 
were likely to be, up to the Admiralty specification. 

4112. Sir Kenneth Lee : What date are you talking 

about ? . 

Captain Llewellyn : It is eight years since I 
left the Admiralty. 

4113. Sir Kenneth Lee: Does that hold to-day? 

Captain Llewellyn : I should say, knowing 

what was in progress at the time, that the costs of 
manufacture have probably been reduced consider- 
ably, as there was considerable re-organisation going 
on during the whole of the period from 1919 to 
1928. 

4114. Sir Kenneth Lee : May not the private manu- 
facturers now be capable of producing cheaper than 
the Arsenal? 

Captain Llewellyn: Take, for example, 

cordite. 

4115. Sir Kenneth Lee : I am not asking about 

cordite. 

Captain Mewellyn : We will take another 

example — gauges. Up to 1924 we bought our gauges, 
or had them made to a limited extent in Woolwich 
Arsenal ; and owing to the difficulties of obtaining 
supplies and deliveries and the high cost, I uas 
able to induce the Admiralty to spend something 
like £40,000 on building and equipping a gauge 
factory at Sheffield. I was able to produce gauges 
at approximately half the price I could buy them 
at, with everything costed and every charge 

brought in. ■ i • x 

4110. Sir Kenneth Lee : Yes, but that is nothing to 

do with Woolwich, is it? 

Captain Llewellyn : It was to relieve Wool- 
wich, or to relieve the extension of the gauge mak- 
ing facilities at Woolwich, which at that time were 
not sufficient for meeting more than a very small 
part of the requirements. I am not in a position, 
speaking from memory, to give the actual figures of 
cost for fuses and guns ; but they can he ascer- 
tained, and it was a definite rule that the Arsenal 
should not receive orders unless their prices and 
conditions of delivery were at least as favourable 
as those of the contractor, and I think that policy 
has remained. 


4117. Sir Kenneth Lee : We have had rather 

different evidence about the conditions, but j'ou 
have no specific evidence that Woolwich does iiro- 
duce cheaper ? 

Captain Llewellyn : Speaking from memory 

only — it would have been improper of me to have 
made a record of the prices and to have retained 
them for my own use after 

4118. Sir Kenneth Lee : But j'ou make a specific 
statement there? 

Captain Llewellyn : Which can be verified if 
the official figures are produced. 

4119. Sir Kenneth Lee : You are speaking of about 
eight years ago? 

Captain Llewellyn : Yes, hut I have no doubt 
the official figures are still available. 

4120. Mr. Spender : I am not quite sure from what 
you have told us what exactly you are in favour 
of at the present time. Are you, with or without 
international agreement, in favour of our going on 
to a state monopoly? 

Captain Llewellyn : Not to a state monopoly. 
I think a state unit capable of controlling any 
monopoly of the trade ; that is, of being able to 
say: “ Very well, if you will not make at our price 
we will”; in other words, to he able to regulate 
the price by always having a competitor in the 
form of the state. 

4121. Mr. Spender: That is practically what Sir 
Eric Geddes recommended to us; he recommended a 
state establishment or laboratory which would 
specially charge itself with gauges, machine tools, 
and specifications. You would go further than 
that? 

Captain Llewellyn : Yes. 

4122. Mr. Spender : You would enlarge, say, 

Woolwich or the dockyards? 

Captain Llewellyn : I am not in a position to 
speak of the dockyards. I have had very little to 
do with them of recent years. 

4123. Mr. Spender: But the same principle would 
apply? 

Captain Llewellyn : Yes, the same principle 
applies there ; and so far as Woolwich Arsenal is 
concerned, they could turn out heavy guns provided 
they buy the material, and fuses and cartridge 
cases. 

4124. Mr. Spender : They would have to be in a 
position to say to a private firm : “ Your price is too 
high,” and under your scheme the Arsenal would 
have to be enlarged and have sufficient reserves 
of labour, and so forth, to be able to execute the 
order themselves? 

Captain Llewellyn : That is my view. 

4125. Mr. Spender : Then with regard to the 

employment of ex-officers, and so forth. Supposing 
it to be, as it obviously is, to the advantage of the 
government that there should be close touch between 
them and the manufacturers — that there should be 
a liason — would not it be more satisfactory that the 
government itself should nominate its nominees on 
the boards of these companies? 

Captain Llewellyn : That is the course I should 
prefer myself. I certainly think it is more desirable. 

4126. Sir Philip Gihbs : You mentioned the cheap- 
ness of the cordite which is made at Holton Heath. 
Would that cheapness be due to the elimination of 
private pixifit or to some new system of manu- 
facture ? 

Captaui Llewellyn : It is due to the system 
of manufacture which has been brought to the 
cheapest possible figure through intensive organisa- 
tion, and, of course, there is no profit. 

4127. Sir Philip Gibbs : Would the question of 

profit make a considerable difference? 

Captain Llewellyn : If you take the present 
price as being half the previous price it allows a 
very big margin for profit. 

4128. Sir Philip Gibbs : I was wondering, for in- 
stance, whether the I.C.I., which, after all, is a 
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highly organised business, could also make cordite 
at a similar price if they used the same methods. 

Captain Lleivellyn: I should think probably 
not; and, if I may say so, another point is that it 
would be very undesirable to give away the details 
of our manufacture to anyone. 

4129. Sir Philip Gihbs : I was coming on to that 
point of secrecy. Prom one or two things you said 
in your preliminary statement it rather seemed to 
me that the private firms make use of government 
designs, and they manufacture, perhaps, a multiple 
series of such designs in the way of guns, and so 
forth, and sell them to foreign countries ? 

Captain Llewellyn: Yes. 

4130. Sir Philip Gibhs : And that, therefore, the 
present system of private manufacture does not 
ensure secrecy of government designs. Do you go as 
far as that? 

Captain Llewellyn : Whether secrecy could be 
observed in any event I am not in a position to 
say. But as it stands at present, we will take 
designs, they are primarily the outcome of the 
views of the people who use the weapons. They 
say: this weapon wants this, that, or the other 
done to it to bring it up to our requirements. Those 
ideas are embodied in a draft design and are sent 
to the manufacturers for their remarks and 
suggestions ; but without those draft or sketch 
designs,^ without a statement of the functions that 
the article has to perform, the man .who has no 
knowledge of the use of the .weapon could not 
possibly suggest the improvements, and those 
designs are worked up and eventually brought into 
manufacture, and later if a foreign government 
requires a gun I think it is natural it is offered 
something which is fairly up to date. It might not 
get exactly the latest weapon, but if it is only two 
or three years behind there will still be ships in our 
service which carry weapons which are of an earlier 
pattern still. 

4131. Sir Philip Gihhs: Then, following on from 
that question, w'ould you think that there is a con- 
tinuous development in design and in the efficiency 
of the design coming from the private manufac- 
turer? Judging from your previous answer I should 
say no ? 

Captain Llewellyn: No; I think the state can 
take the credit of being the prime mover in all im- 
provements in design and the use of armament 
stores. 

4132. Sir Philip Gibhs : That is contrary to a great 
deal of the evidence we have heard from witnesses 
who are in favour of private manufacture, and they 
all lay very great stress on the continued improve- 
ment of design arising from private manufacture. 
You do not agree with that? 

Captain Llewellyn : I do not agree. I cannot 
call to mind any definite radical improvement which 
is traceable to original ideas of private concerns. 

4133. Sir Philip Gibbs : So that I imagine our Royal 
arsenals and dockyards and government laboratories 
are really the controlling brain in design? 

Captain Llewellyn : That is my view. Our re- 
search departments at Woolwich, and our design 
departments at Woolwich for dealing with arma- 
ment stores, are the prime movers in initiating im- 
provements, and are certainly the deciding factor 
when it comes to deciding whether any device which 
is submitted for adoption is suitable or is work- 
able. There are a number of inventions which come 
in which are not workable, and a number of draw- 
ings are sent in which, if the article was produced, 
could not be used. All those things have to be 
modified by the designing staffs of the Admiralty 
and the War Office. 

4134. Sir Philip Gibhs : That is very interesting, 
but it is extraordinarily different from a great deal 
of evidence we have heard, especially from what one 
might call technical witnesses, who all seem to 
defend private manufacture from one aspect, and 
that is the efficiency of design. 


Do you think in fulfilling contracts private firms 
are apt to use slack work or cheap material in order 
to fulfil a contract, speaking generally— I do not 
want specific instances ? 

Captain Llewellyn : Generally I should say that 
the standard of workmanship as turned out from a 
machine is approximately the same, because the 
workmen, whether they are employed in the arsenal 
or elsewhere, are trained in much the same methods 
of work and the machines are niueh the same; but 
there is a tendency where a man is involved in profit 
or loss to try and got the inspector to take some- 
thing which is not quite as good as it might be. 
I have ill my mind cases where private manufacturers 
have deliberately rejected material because they 
have known it to be likely to be unsafe; I have had 
other cases where they have deliberately tried to 
get past my inspection, material which was obviously 
unsuitable; but I have never in my experience found 
a responsible person in a state factory asking me 
for the acceptance of something which obviously was 
not suitable. 

Sir Philip Gihbs: That seems to me to be a 
very strong criticism of private manufacture. 

4135. Chairman: You do not say that is general, do 
you, in private manufacture? Private manufac- 
turers as a rule do not seek to pass off bad stuff? 

Captain TAeipellyn : I could produce a good 
many examples of instances where material has been 
put forward which should not have been, and the 
distribution of such efforts has been fairly wide. 

4136. Professor Gvtteridge : You do not suggest it 
is the rule though? 

Captain Llewellyn: It is by no means the rule. 

4137. Chairman: Inspectors make mistakes like other 
people, do they not? 

Captain Llewellyn : They are not infallible. 

4138. Chairman : I agree. Yon must not put it all 
down to the private manufacturer because ho and the 
inspector do not alwaj's agree? 

Captain TAewellyn : It is not a question so 
much of agreement, but there are certain instances 
of fact. 

4139. Chairman: I only want to stick up for the 
general run of manufacturers. I do not believe the 
general run of manufacturers try to pass off bad 
stuff. 

Captain Llewellyn : I do not think they do. 

4140. Chairman : That is not the reputation of manu- 
facturers in this country. 

Captain Llewellyn : T do not wish to convey 
the impression that they do. 

Chairman : AVe are agreed . 

4141. Sir Philip Gihbs: Do you think a good many 
of the dud shells in the War were due to the im- 
perfect quality of the material, or to carelessness of 
workmanship ? 

Captain TAewellyn: A combination of the two 
— ignorance very largely. 

4142. Sir Philip Gihbs: But not due to the corrupt 
fulfilment of contracts by jioor material ? 

Captain TAewellyn: I have one very glaring 
example in my mind, to which I think I had better 
not refer, of deliberate faking on a large scale; but, 
generally speaking, the faults were those of ignorance, 
and those faults were not detected largely because 
the supply of skilled examining and inspecting staffs 
was extremely limited. 

4143. Sir Thomas Allen : Do you think those fauKs 
would be eliminated if there was a national factory? 

Captain Llewellyn : I think so, due to the 
fact that in a national factory you would be work- 
ing with men accustomed to that class of work. 
Perhaps I may give a very easily understood example 
of high explosive shells for 18-ipouiiders. They were 
made by a firm of steel makers — that is, the bars 
oefore they were turned into shells. Those makers 
bad a very high reputation, but a large number 
of the failures were traceable eventually to the fact 
that the leading hand in charge of a certain opera- 
tion wanted to get on with the work quickly and 
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he turned the hose on to the hot steel, with the 
result that he hardened them and made them 
brittle. It was an operation which was done with 
the very best of intentions, but it had very un- 
desirable results. That, I think, would not have 
occurred in a state factory where the men operating 
those various processes would have known that such 
a thing was not only not allowed, but involved 
danger. 

4144. Sir Thomas Allen : But I do want to dis- 
tinguish between a fault due to lack of skill and 
craftsmanship and a fault being intentional. 

Captain Llewellyn : It would not be his in- 
tention — not by any means. 

4145. Sir Philip Gibbs : I did not quite understa.nd 
one of your answers to the Chairman in which he 
talked about the necessity of perhaps nationalising 
the elementary origins of weapons as well as the 
finished weapon itself. Might I ask you whether, in 
your ow'n view, you think it is easy to draw a line 
between the raw materials of the weapon and the 
finished article? 

Captain Llewellyn : It is not easy, but it is 
not bj' any means very difficult. 

4146. Sir Philip Gibbs : You think it would be 

possible ? 

Captain Llewellyn •. — to draw a line. There 
are certain operations without which a poten- 
tial weapon is quite useless. The operation of 
rifling the inner tube turns it from a pop gun into 
a dangerous long-range high velocity gun, and it 
is a very simple operation to define. 

4147. Sir Philip Gibbs: When, for instance, you 
talked about the need of silk for explosives, do you 
see any difficulty in your own mind in the govern- 
ment controlling the production of explosives, but 
not controlling silk? 

Captain Llewellyn : The production of that 

particular form of silk cloth should be a very easy 
matter. 

4148. Professor Gutteridge : Is that what is called 
shaloon ? 

Captain Llewellyn : Yes. 

4149. Professor Gutteridge : Is not that made separ- 
ately from other kinds of silk? 

Captain Llewellyn: The original raw material 
is silk. 

4150. Sir Philip Gibbs: You take the line— in tact 
you definitely say — that private manufacture failed 
at the beginning of the War. Do you think if there 
had been state factories exclusively in this country 
we could have expanded more rapidly than we did 
under that system? 

Captain Llewellyn : I think we should have ex- 
panded more rapidly, but ■we should also have failed 
almost to the same extent because the demand was 
not foreseen. The Admiralty requirements, I may 
say, were to a certain extent foreseen, and the orders 
placed by the Admiralty on the morning of the 
5th August w'ere sufficient, so far as Armstrong- 
VTiitworths were concerned, to fill their works for 
nine months to the total exclusion of any army orders 
which came in later. The Admiralty were rather 
wide awake in that respect ; they had their orders 
ready on the morning of the 5th August; I handed them 
to the chairman of the company and they were im- 
mediately i 5 ut in hand. The subsequent failure to 
give deliveries was not the fault of the private firms. 
They made every possible effort, and I think that 
needs to be borne in mind. They made a very great 
effort and did everything possible to give the produc- 
tion, but they were loaded with orders poured in 
upon them from every source for every sort of 
weapon, and a multitude of patterns which no one 
had seen or tried out, and it became impossible for 
them to decide on their own account what was to be 
given preference. It w'as the lack of co-ordination 
between the services in regard to supplies and the 
rate of delivery which helped the confusion and what 
is 'termed the failure of private enterprise, but it 
was not failure due to inefficiency, and it was not 
failure due to neglect or lack of skill. 


4151. Sir Philip Gibbs : Do you think we have 

avoided those difficulties in future by the lessons of 
the late war? Do you think the services now are 
fully aware of that, and that there is a system work- 
ing now which would obviate that long drag and 
delay? 

Captain Llewellyn : I still think the system could 
be improved upon if the state were a larger x>roducer 
of armament stores itself. 

4152. Sir Philip Gibbs : I want to ask you rather 
a general question, and it is this : Supposing it is 
impossible to establish a state monopoly of arma- 
ments, can you see any half-way house ; can you 
see, for instance, a ministry of supply controlling 
the production of arms in this country. Have you 
thought that out? 

Captain Llewellyn: Yes, I have thought 
about it very carefully. I am afraid a ministry 
of supply involves such tremendous figures that it 
is impossible for an individual, or even a collection 
of individuals, to do the allocation, which was the 
trouble in the late war, so as to please the various 
fighting services; they are all clamouring for their 
own particular requirements, and how is any one 
individual to decide what is the urgency of this 
particular article, and so on? It seems almost im- 
possible to imagine that such a person could be 
found, and it must eventually come to an individual. 

I think the present system of each service more or 
less controlling its own requirements subject to com- 
mon purchase is a very good working one. 

4153. Sir Philip Gibbs : Are they under the control 
at all of the Committee of Imperial Defence at the 
moment — do you know? 

Captain Llewellyn : That I cannot say at the 
present time — previously, not. 

4154. Sir Philip Gibbs: Because there have been 
various suggestions put before us by important 
people of shadow ministries and ministries of sup- 
ply, and boards of armaments, all of which have for 
their object first of all the total control by the 
government over the possibilities of expansion and 
manufacture, and especially, as a matter of fact, the 
rapidity of expansion in time of war. You have 
not thought that out yourself? 

Captain Llewellyn : A sub-committee of the 

Committee of Imperial Defence deals with that par- 
ticular aspect of production, and it sits continuously 
dealing wdth the figures which are returned from 
time to time of actual and possible production and 
making up the statement of potential resources 
from day to day, so to speak; but it merely deals 
with the possible sources of supply and -the quan- 
tities; it does not deal with the allocation, and, 
after all, the allocation must depend on the chang- 
ing circumstances from day to day in any particular 
time of war. 

4155. Sir Philip Gibbs : Might I go back to the last 

paragraph of your statement, especially the his- 
torical aspect, the effect of private export in creat- 
ing wars in the past. With regard to the South 
African war, do you happen to know who armed 
the Boers? 

Captain Llewellyn: I believe it -was almost en- 
tirely Krupps and Creusot — German and French. 
4156". Sir Philip Gibbs: It was not done within 

your knowledge by the governments ; it was actually 
the private enterprise of Krupps and Creusot? 

Captain Llewellyn : Creusot would be private 
enterprise. 

4157. Sir Philip Gibbs : With regard to the Balkan 
wars, do you think, first of all, the wars of 1912 
between Serbia and Bulgaria against Turkey, and 
then afterwards Serbia and Bulgaria against each 
other were made possible by the private sale of 
arms? 

Captain Llewellyn: Of course with those small 
nationalities their industry is war, or has been ; and 
it is very difficult to say they would not have fought 
i:i some way or another, even if they had been re- 
fused merely rifles and bayonets; but there comes 
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a time when, if they cannot get any of the modern 
weapons, their war becomes a matter of by no means 
such great importance, even if there is a war. 

4168. Sir Philip Gihbs : It is rather accepted now 
historically that the Balkan wars were the sort 
of prelude to the Great War, and therefore what you 
have said has struck me very much, because it 
seems to me to he a very strong argument, and you 
still maintain that view, do you? 

Captain Llewellyn ; Reading the historical 
accounts of those wars and the lead-up to the con- 
dition of affairs in Serbia, which was very largely 
in a state of ferment following on the Balkan "wars, 
it seems logical to assume that they were somewhat 
the cause — I will not say the War was caused by 
them 

4159. Sir Philip Gihbs : A contributory cause? 

Captain Llewellyn ■. It contributed to the 

other causes of war. 

4160. Sir Thomas Allen: On the question of relative 
costs, have you any system of costings at Woolwich 
which would enable you to compare like with like 
with private manufacture? 

Captain LJewellyn : I believe the figures are 
arrived at on a strictly comparable basis, allowing 
for the fact that some parts of Woolwich Arsenal 
are retained as a store house, others for repair 
work, and others on an emergency basis for possible 
production, and bringing down the figures to what 
was accepted as a comparable basis. What the 
percentages were I am not in a position to say. 

4161. Sir Thomas Allen: You lay great stress upon 
the importance of secrecy. Is it not true to say that 
any invention of a private manufacturer may be 
made secret by a government purchase? 

Captain Llewellyn: If it is a process wfiich 
is readily describable, but there are certain secrets 
which are very difficult even to commit to paper. 

4162. Sir Thomas Allen: I understand also that the 
national factory is open (say) to another govern- 
ment, that it may send its experts and have a good 
look round. Is there any possibility of keeping 
secrets under a system of that character? 

Captain Llewellyn : There are certain secrets 
which have been kept from me at various times 
through not being able to see certain processes. It 
does not require a drawing or even very definite 
dimensions in certain processes of shell hardening 
to enable you to arrive at the true secret which 
gives the success. Most of those processes which 
are worked out in the manufacture of a modern 
shell are arrived at by trial and error, and a great 
deal of it is merely in the heads of a few 
individuals, and I doubt very much whether it would 
be possible to commit certain information to paper. 

4163. Sir Thomas Allen : We have been told here 
from time to time that Woolwich has been back- 
ward for very many reasons and it could not hope 
to compete with private firms. 

Captain Llewellyn : That is so. 

4164. Sir Thom-as Allen : Could you give us any 
reasons why that is so? 

Captain Llewellyn : I think the financial 

reason is primarily at the bottom of it. The cost 
of equipping Woolwich Arsenal to make the modern 
types of armour-piercing shell would be very very 
high, and if the article could be bought satisfactorily 
elsewhere and money is short I suppose the con- 
siderations of money have over-ruled any bther 
considerations. 

4165. Sir Thomas Allen: Have you been handicapped 
at all by the pressure of private firms to have 
work given to them, and consequently Woolwich 
being kept relatively idle? 

Captain Llewellyn : So far as these particular 
shells to which I have been referring are concerned. 
Woolwidh has not been able to make them, and 
the fact that it has not been given the facilities 
has put the manufacturer in the position of being 
able to say : “ Well, we have the monopoly,” .which 
they have. Had the money been spent in keeping 
the state factory as efficient in fihat particular 


department as the private manufacturers there 
would not have been the monopoly which at present 
exists. ^ 

4166. Sir Thomas Allen: AVhat really do you mean 
by efficiency? 

Captain Llewellyn : New plant, modern plant 
on ideas which have been developed and funda- 
mentally changed in the last 15 years. 

4167. Sir Thomas Allen: Would you say that private 
enterprise is more advanced in that particular direc- 
tion at the present time? 

Captain Llewellyn : Most decidedly. 

4168. Professor Gutteridge : One question about the 
Holton Heath cordite factory. You say that the 
price per pound at .which a propellant is now being 
made would astonish trade producers. What method 
of comparison have you adopted? 

Captain Llewellyn: The price paid by the 

Admiralty and price cost to the Admiralty. 

4169. Professor Gutteridge: I thought V°u told us 
the Admiralty did not buy cordite? 

Captain Llewellyn: They used to buy it; they 
do not now. ’ 

4170. Professor Gutteridge: How long ago is it 

since they bought it? 

Captain Llewellyn: I should think the last 
big purchase would be in 1918. 

4171. Professor Gkitteridge : So you are taking 1918 
as the year for the trade price? 

Captain Llewellyn: No, I should take the 

average price on a pre-war basis. 

4172. Professor Gutteridge: Over the pre-war years? 
Captain Llexvellyn: Yes. 

4173. Professor Gutteridge : What figure are you 
comparing with that — the price at the present day? 

Captain Llewellyn : Yes. 

4174. Pofessor Gutteridge : Is it not possible that 
there may have been marked improvements in 
private methods of manufacture? 

Captain Llewellyn : It is possible, but I cannot 
imagine 

4176. Professor Gutteridge : I only wanted to know 
what your comparison was. 

Captain Llewellyn: My comparison is what we 
used to pay before the War and the price to which 
is has now been reduced. It is now so low as to be a 
surprise to all of us who were in any way interested 
in that process of manufacture. 

4176. Professor Gutteridge : Are you quite sure that 
I.C.I. do make cordite? — I am under the impres.sion 
that they do not. 

Captain Llewelhjn : They used to make it. 

4177. Professor Gutteridge : At the present time I 
mean. 

Captain TJewelhjn: I do not think at the 

present time there is any demand. 

4178. Professor Gutteridge : My recollection of the 
evidence given by I.C.I. was that although they 
used cordite for filling small arms ammunition they 
got the cordite elsewhere ; if it was a government 
order they got it from the government, and so on. 

Captain LAewellyn: Cordite stored under 

certain conditions lasts for a great many years, and 
the annual consumption of cordite by the land 
forces is very small. 

4179. Professor Gutteridge : Mr. Haldane had a 

walking stick made of it, did he not? 

Captain Llewellyn: Yo\i could. The peace time 
consumption of cordite is negligible for the land 
services. The Admiralty consumption of cordite is 
very much higher because so many heavj’ guns are 
fired. There is a certain turn over of cordite — I 
cannot say whether it is being done now, but we 
were supplying surplus naval cordite for army pur- 
poses. It is quite possible that that is being done 
still, in which event there would be no necessity to 
purchase over a long period of years from the trade. 

4180. Professor Gutteridge : I am not quite sure 

whether I understood you correctly or not, but 1 
rather gathered you said improvements in design do 
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not come from private firms. Yon made rather a 
general statement ? 

Captain Llewellyn : Generally speaking, I 

adhere to that, that the main improvements, the fun- 
damental improvements, new weapons and new ideas 
do not come from outside. 

4181. Professor Gutteridge: What about the Bren 
machine gun ? 

Captain Llewellyn : I do not know it. 

4182. Professor Gutteridge : That is a new machine 
gun, the invention of a private firm. 

Captain Llewellyn : That is since my time, hut 
the heavy modern gun is certainly not the pro- 
duction of the trade. 

4183. Professor Gutteridge ; I am not saying every- 
thing is, but there are things like the Lewis gun, 
for instance, and the Stokes gun. They were not 
designed in the government factories? 

Captain Llexoellyn : I do not know that they 
were designed by armament firms; I think they were 
rather designed by private individuals. 

4184. Professor Gutteridge : That is what I mean ; 
but they were not designed in the government fac- 
tories. 


Captain Llewelhjn : Those same resources of 
tapping intelligence would be available whether the 
state was the manufacturer, or whether it was not. 

4185. Professor Gutteridge : I quite agree. I only 
wanted to know how far you were going when you 
said that practically all improvements in design now 
came from the state factories. That is what I was 
rather challenging. 

Captain Llewellyn-. 1 would not put it so gen- 
erally as that. I say generally speaking develop- 
ment depends on the state. 

4186. Professor Gutteridge : Do not you think you 
are rather hard on the small states. Do you think 
it would have been better if Venice had remained 
under the Austrians and the Greeks had still re- 
mained under the Turks? 

Captain Llewellyn : I think, perhaps, we should 
have been happier. 

Professor Gutteridge : If that is your attitude 
I have no more to say. 

Chairman : That is all, thank you. We are 
much obliged to you for coming. 


(Adjourned.) 
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TAKEN BEFORE THE 

ROYAL COMMISSION ON THE PRIVATE 
MANUFACTURE OF AND TRADING IN ARMS 


NINETEENTH DAY 
Thursday, 7th May, 1936 


PRESENT : 

The Rt. Hon. Sir JOHN ELDON BANKES, G.C.B. (Chairman). 

Sir PHILIP GIBBS, K.B.E. Sir KENNETH LEE, LL.D. 

Dame RACHEL E. CROWDY, D.B.E., LL.D., R.R.C. Professor H. C. GUTTERIDGE, K.C., LL.D., M.A. 

Sir THOMAS ALLEN. j Mr. J. A. SPENDER. 

Mr. E. TWENTYMAN (Secretary). 

Mr. D. HAIGH (Assistant Secretary). 

The Honourable Esmond Harmsworth and Sir Thomas McAra, representing the Newspaper 
Proprietors’ Association, Limited, called and examined. 


4187. Chairman: Gentlemen, as you know, of 

course, in the Rejiort of the First Committee on 
the Private Manufacture of Arms (Temporary iMixed 
Commission) amongst other things they refer in 
general to the objections that are raised to un- 
trammelled private manufacture and amongst other 
objections they include this, that armament firms 
have sought to influence ijublic oiiinion through the 
control of new'spapers in their own and foreign 
countries. I understand that your object and desire 
in coming here is to give us information with re- 
gard to the position of the Press in this countrs'. 

1 understand that you two gentlemen represent 
The Times, Daily Telegraph, Morning Post, Daily 
Mail, News Chronicle, Daily Express, Daily Herald, 
Daily Mirror, Daily Sketch, Financial News, Finan- 
cial Times, Morning Advertiser, Sporting Life, 
Sportsma 7 i, Evening Standard, The Star, Evening 
News, News of the World, The Observer, Sunday 
Times, Simday Dispatch, Sunday Express, Beijnolds’s, 
The People, Sunday Graphic and Simday News, 
Sunday Pictorial, Sunday Beferee., Sunday 

Sportsman. And there may be others. 

Sir Thomas EIcAra : That is the complete 

list. 

4188. Chairman : You have prepared a statement,* 
which we have before us, but I understand. Air. 
Harmsworth, you desire to make a short statement. 

* Mr. Harmsworth : I thought perhaps I would 
make a statement which might do away with some 
of the questions, if you would prefer that. 

4189. Chairman: Yes, we should prefer to hear 

your statement. 

Mr. Harmsworth : Am I right in imagining 
that the information that you require is whether 
newspapers can be influenced in any way by arma- 
ment firms? 

4190. Chairman: AVhcther they are or can be. 

Mr. Harmsworth : AVhether they are or can be. 

4191. Chairman: In this country. 

Mr. Harmsworth: In this country. I cannot 
speak, of course, for any newspapers outside. 

4192. Chairman: No. 

Mr. Harmsworth : Well, Sir, this is the state- 
ment I have prepared. Alay I read it? 

4193. Chairman : Yes. 

Mr. Harmsworth read the following statement : 
I have been asked to come here to-day to give 
evidence on behalf of the national newsiiapers, in 


order, I presume, to clear up any misconception there 
may be as to our attitude towards armaments fii'ms, 
or any conceivable kind of profit which might accrue 
to newspapers either through large sums being spent 
on armaments or in the event of war itself breaking 
out. 

None of the members of the Newspaper Proprietors’ 
Association are connected, either directly, or in- 
directly, with any armament firm. 

None of the directors of any of the companies who 
are members of our association are either directors 
or personally interested in any armament firm or 
firms. 

None of the majority shareholders of the said com- 
panies are personally interested in any armament 
firm or firms. 

Advertising carried by the national newspapers 
paid for Iby armament firms is negligible. 

There never has been — there is not — and there 
never will be — any pressure of any kind which 
armament firms could possibly bring to bear, either 
directly; or indirectly, on national newspapers which 
could influence their policy in any way. 

No industry in the country is probably more ad- 
versely affected by an outbreak of war than the news- 
papers. 

Although in war it may happen that the demand 
for newspapers is increased, it is unnecessary for me 
to inform you that the profits of newspapers do not 
arise from their sales but from their advertising 
revenue. This advertising revenue would immedi- 
ately be affected adversely. 

During the late war, besides the shrinkage in 
revenue caused by the falling off of advertisements, 
the newspaper industry had to cope with a 
tremendous increase in the cost of raw materials. 

I find that the average price of stereotype metal, 
pre-War, was £32 10s. At the end of 1918 it was £56. 

The average price of linotype metal, pre-War, was 
£23 10s. At the end of 1918 it was £45. 

The standard price of news print in 1914 was Id. 
per pound, equivalent to £9 6s. 8d. per ton. Dur- 
ing the war period this rose to 4|d. per pound, 
equivalent to £45 10s. per ton. 

Alechanical pulp rose from 42s. in 1914 to 110s. per 
ton in 1917. In 1918 the pulp had to be taken dry, 
owing to the restriction on freights, which made the 
price about £26 per ton f.o.b. 

Sulphite pulp was bought in 1914 for £7 5s. In 
1918 it was £44 per ton; and in the latter stages of 
the War it was not unknown for mills having pur- 
chased their pulp f.o.b. to have paid £12-£15— and 
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even £20 per ton to get the pulp over. In 1918, 
therefore, the average cost of sulphite would not have 
been far short of £60 per ton as against £7 5s nre- 
War. 

Mechanical pulp must have been costing somewhere 
about £35 per ton as against 42s. per ton pre-War. 

These figures will give an indication of the 
enormous difficulties confronting newspaper enter- 
prise in time of war. 

Prom the motive of purely self-interest, news- 
papers would be entitled to oppose any political 
policy tending towards war. 

On the question of .whether armaments should be 
manufactured by private enterprise or by the 
government, as I represent here to-day newspapers 
of every shade of political thought, it would not be 
proiper for me to give an opinion. 

4194. Chairman : Of course one knows that news- 
papers do take a strong line upon which there is 
difference of opinion in reference to armaments and 

■ so forth, but you come here to tell us that those 
opinions are perfectly genuine and unbiassed 
opinions and in no way influenced by any armament 
firm? 

Mr. Harmsworth : Yes. 

4195. Chairman : That is the only question I wish 
to ask. 

Dame JRachel Crowdy : I have no questions 
either, Mr. Chairman. I feel as you do, that’ it 
would not be the influence of armament firms that 
would affect the opinions of the newspapers but much 
more their political bias, with which we are not con- 
cerned to-day. 

4196. Mr. Spender: Your Association represents only 
the London newspapers? 

3Ir. Harmsworth : Only the national news- 
papers. 

4197. Mr. Spender : As regards the provincial news- 
papers, you do not speak for them but one might 
say that practically all that you have said would 
apply to them also? 

Mr. Harmsioorth : I should say it would 
certainly apply. 

4198. Sir Philip Gibhs : I accept everything that 
you say, Mr. Harmsworth. I have one query in my 
mind on the general argument of the great Increase 
during war in the cost of the material used by the 
newspapers. I should like to ask, how do you 
reconcile that with the fact that certain newspapers 
in other countries, which need not be specified, do 


seem to incite their nations to warlike courses in 
spite of the fact that they also would gnd the "cost 
of their material enormously increased durimr wnr 
time. ^ 

Mr. Harmsworth: I should not like to make 
a reflection on any foreign newspaper, but of 
course, in answer to that question, some foreign 
newspapers are not as advantageously placed as 
the English newspapers. By that I mean that the 
advertising revenue in a country like England is 
very, very great and our newspapers are therefore 
correspondingly prosperous. I should say that of 
America, too. But, of course, there are' places in 
Europe where the advertising revenue is bad and 
newspapers are poor, and perhaps in those cases 
the temptation is great. 

4199. Professor Gutteridge: Is it not a fact also 
that in some countries there are too many news- 
papers in proportion to the population? 

3Ir. Harmsworth: Yes; in some countries 

abroad newspapers are started and run purely for 
political reasons and not as an industry. I think 
in this country we can say it is entirely an industry. 
Although they represent different shades of opinion, 
certainly there is no national newspaper which is 
run purely for the political opinions of its pro- 
prietors and not also with a view to its being 
an industrial undertaking. 

4200. Sir Thomas Allen: As there is practically 

only one purchaser of armaments in this country, 
have you any revenue at all from the advertising 
of armaments? 

Mr. Harmsworth : It is always difficult to 

make a reply to a question like that. Take the 
case of the Rolls-Royce Company, which I believe 
manufactures engines for aeroplanes in addition to 
manufacturing motor cars : of course its motor car 
advertisements appear in the newspapers, but not 
the advertisements of its manufacture of aeroplane 
engines. They are made merely for the government, 
and — luckily for the company — they do not have to 
advertise their aeroplane engines. 

4201. Professor Gutteridge : Even in the trade 

supplements you do not get advertisements of 
armaments as such, do you? 

Mr. Harmsworth : No. 

Chairman : Thank you. We are very much 
obliged to you for your statement, and, of course, 
your written communication will form part of our 
proceedings. 


[The loitnesses withdrew.) 


Mr. R. C. Skrine Stevenson (Assistant Adviser on League of Nations Affairs, Foreign Office), called 

and examined. 


4202. Chairman : I understand you come here repre- 
senting the Foreign Office. You submit two papers? 

Mr. Shrine Stevenson : That is right, Sir. 

4203. Chairman : Which have been compiled as repre- 
senting the views of the Foreign Office on these par- 
ticular points. 

Mr. Skrine Stevenson : Yes. 

4204. Chairman : Just to make plain what the two 
documents are : One is a memorandum prepared by 
the Foreign Office summarising the work of the 
League of Nations in regard to paragraph (5) of 
Article 8 of the Covenant.* That is merely his- 
torical, is it not? 

Mr. Skrine Stevenson : Purely historical. 

4205. Chairman: And merely giving us information 
as to .what in fact has happened? 

Mr. Skrine Stevenson : Yes. 

4206. Chairman : There is nothing controversial about 
that? 

Mr. Skrine Stevenson : No, Sir. It is merely 
a statement of fact. 

4207. Chairman: That will be accessible to the Press 
or anybody who wants it and will become part of 


our proceedings. I do not think we need go into 
that at the moment. The other is a memorandum of 
evidence submitted on behalf of the Foreign Office* 
and in an explanatory note it states that it is a 
Memorandum of Evidence dealing with item (2) of 
the terms of reference of the Rosml Commission, 
.which runs as follows ; — 

(2) To consider and report whether there are 
any steps which can usefully he taken to remove 
or minimise Ithe kind of objections to which private 
manufacture is stated in Article 8 (5) of the 
Covenant of the League of Nations to be open. 
Then you explain : “ This memorandum of evidence 
after recapitulating briefly the work of the League 
of Nations in regard to< Article 8' (5), of the 
Covenant explains the attitude of His Majestiy’s 
Government in the United Kingdom, notes certain 
complementary conclusions they have reached and 
details the manner in which they consider the 
problem can best be dealt with.” 

Then follows this document which you have 
prepared containing Part I and Part II. Do you 
wish to have that read? 
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Mr. Skrine Stevenson-. No, Sir. I think it 
would perhaps he a waste of the time of the Com- 
mission if that were read. I would take it as 
having been read. 

4208. Chairman: Are there any particular points 
to which you wish to refer before we ask you 
questions ? 

Mr. Skrine Stevenson : No, Sir. 

4209. Chairman: Under the head “Attitude of 

His Majesty’s Government,” paragraph 14, you 
refer to the three points in the Council Committee’s 
questionnaire : — 

(i) The nature and extent of the “ grave objec- 
tions ” of a national or international character, 
to the private manufacture of arms, etc. 

(iii) Any possible obstacles to the conclusion of 
international agreements on the control of the 
private manufacture of arms. 

(v) The provisions which should be inserted in 
any convention on the subject. 

Then you come to the replies of His Majesty’s 
Government, which were drawn up by a sub-com- 
mittee of the Committee of Imperial Defence under 
the Chairmanship of Lord Cecil. They replied as 
follows ; 

(i) So far as this country is concerned the 
British Government are not aware of any “ grave 
objections ” of a national character. 

Did this committee take evidence or did they 
merely deal with the matter on the experience of 
the officials ? 

Mr. Skrine Stevenson: I imagine the latter, hut 
I was not in England at the time and I do not 
know for certain. 

4210. Chairman : 

As regards objections of an internationul 
character the British Government do not know of 
any that are peculiar to private manufacture. 

By that 1 understand they mean that this unfortu- 
nate system of giving bribes or presents prevails in 
respect of all kinds of trade in certain particular 
countries and there is nothing special with regard 
to private manufacture of arms. 

Mr. Skrine Stevenson : I think private manu- 
facture as distinct from state manufacture. 

4211. Chairman: Private manufacture of arms. 

Mr. Skrine Stevenson: Private manufacture 

of arms. 

4212. Chairman : 

In any case the Convention for the Supervision 
of the International Trade in Arms ond Ammuni- 
tion and in Implements of War, signed at Geneva 
on 17th June, 1925, lohen in force, will deal with 
the international aspects. 

Has that ever been done? 

Mr. Skrine Stevenson : Unfortunately that 

convention is not in force. It has been ratified by 
a number of countries hut not by a sufficient number 
to bring it into force. 

4213. Chairman : The next point I wanted to ask 
about comes under paragraph 18. The paragraph 
begins — 

“ The experience gained by His Majesty’s Gov- 
ernment during the international discussions of the 
last fourteen years has shown that the problems 
of arms manufacture and of arms trade cannot be 
dealt with separately.” 

There was a proposal, was there not, to deal with 
them separately? 

Mr. Skrine Stevenson : Yes; and it went so far 
as the signature and ratification by a certain num- 
ber of states of a convention for the control of the 
arms trade, but it was so disadvantageous from the 
point of view of non-producing countries and so 
much disliked by certain of the larger producing 
countries that it was never ratified and has remained 
a dead letter. 

4214. Sir Philip Gibbs: Is that the 1925 Conven- 
tion? 


Mr. Skrine Stevenson : The 1925 Convention. 

4215. Chairman : And that is referred to further 
down, where it says 

“ This state of affairs has convinced His 
Majesty’s Government that equal treatment, so 
far as this is feasible, must be accorded by any 
convention to both producing and purchasing 
countries. 

The latter are and must inevitably remain to a 
certain extent in a position of inferiority in regard 
to the former in that the amount of their purchases 
is naturally known in the markets where they are 
made. But it is the present aim of His Majesty’s 
Government to minimise this natural disadvantage 
as far as possible and they are consequently in 
favour of a convention which will provide for con- 
trol and publicity for both manufacture and trade.” 
Mr. Skrine Stevenson : Yes. 

4216. Chairman: That is in order to put them 
more or less on the same footing? 

Mr. Skrine Stevenson : Yes. The 1926 Con- 
vention provided for publicity for trade only and 
left the manufacture side in the dark. 

4217. Chairman: The other point I wished to ask 
about is in paragraph 21. You say — 

“ Fourthly the history of international negotia- 
tions more particularly since the War, has clearly 
shown that success can only be achieved by slow 
degrees and by taking modest steps in the desired 
direction. Where only two or three powers are con- 
cerned progress may be relatively rapid hut, as the 
number of powers involved increases, the difficulties 
also increase and the rate of progress becomes 
correspondingly slower. In the case of a conven- 
tion for the control of arms manufacture and trade 
where the participation of all the principal manu- 
facturing countries is essential the difficulty of 
securing agreement is immeasurably greater than 
in the case, for instance, of the Abyssinian Arms 
Treaty of 1930 which was concluded between only 
four powers, has been ratified and is now in force. 
The length of time the problem has been under 
discussion and the many checks and disappoint- 
ments w'hich have been encountered in the course 
of these years have convinced His Majesty’s 
Government that to attempt too much is only to 
incur failure once again. In any undertaking 
and more especially in international negotiations 
it is the first step that counts, and, in the view of 
His Majesty’s Government, it would represent an 
achievement of great value if all the principal 
manufacturing countries could agree to a conven- 
tion which would entail the acceptance of the 
following pirinciples : 

(1) Strict national control of arms manufacture 
and trade. 

(2) Publicity for arms produced, exported or 
imported. 

(3) Establishment of an international super- 
visory organ. 

(4) Responsibility to that international organ 
for the accuracy of returns of manufacture and 
trade.” 

That is what this government would wish to see? 

Mr. Skrine Stevenson : Yes. 

4218. Chairman: But that, of course, is by inter- 
national agreement? 

Mr. Skrine Stevenson : By international agree- 
ment. 

4219. Chairman : I am not quite sure about this : 

Is this paragraph by way of answer ? It is said that 
at one stage some particular arrangement would have 
gone through but for the objection of the English 
government. It was said that our government was 
obstructive. That was with regard to inspection on 
the spot? , 

Mr. Skrine Stevenson : Yes. It was suggested 
that to make sure that any convention, such as the 
one which we attempted to sketch out last spring, 
was carried out properly a system of supervision 
was desirable. There was a difference of opinion in 
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the Arms Committee at Geneva in regard to the 
degree of supervision, the method of supervision. 
Certain delegations were in favour of control accom- 
panied by local inspection of armament plant, pro- 
duction and so forth. Other delegations, of which 
the United Kingdom delegation was one, were of 
opinion that a convention which provided purely for 
national control of armaments should have a 
particiilar type of supervision, if there was to be any 
supervision. While they would have been ready to 
accept a system of supervision with local inspection, 
in the case of a convention which limited or reduced 
the amount of arms which could be manufactured 
or held by any particular country, they did not 
think that for a convention which laid down no 
limit for the amount of arms to he produced, ex- 
ported or manufactured there should be the same 
sort of supervision. With regard to the proposal for 
a system of supervision with local inspection, although 
that would be very difficult both to lay down and to 
carry out, they would be prepared to accept it if 
thereby they could induce other nations to reduce or 
to limit their armaments. If there was to be no limi- 
tation of armaments they thought a simpler system of 
supervision was required. In this particular case 
of legulation for the control of manufacture and 
trade there were only going to be documentary re- 
turns to the central supervisory organ and for that 
they considered that an adequate form of super- 
vision would be that these returns should be ex- 
amined in Geneva and that if any explanation were 
required by the supervisory organ they should be 
in a position to call upon the government of the 
country concerned, who would be bound to give any 
explanation which the central supervisory organ de- 
sired, and if the central supervisory organ then, as 
the result of the examination, was not satisfied that 
the returns which the particular country made were 
accurate, or if they thought that there was some- 
thing which they could not get to the bottom of, 
they would make a report, and this report would 
be circulated to all members of the Council of the 
League and to all members of the League of Nations, 
and they would then he in a position to take what 
steps they thought necessary. H.M. Government 
thought that a system ,of that kind would not only be 
more suitable for a convention such as this but would 
be more likely to be internationally acceptable. That 
perhaps, is the most important consideration of all! 
They were and remain convinced that if any pro! 

gress IS to be made the start must be modest, that if 

as IS hoped— any sort of convention is to be obtained 
It must be a simple one to start with 

4220. Chairman- In substance, what it comes to is 
this, that inspection on the spot would only be 
acceptable in this country provided it were accom- 
panied by arms limitation. 

Mr. Shrine Stevenson: Yes. 

4221. Chairman : Were representatives of other 

countries of the same view ? 

-D Stevenson: Yes. The Italian, 

Jrolish, Japansse and other delegations 

4222. Chairman: There was substantial agreement 
amongst a number of them? 

Mr. Shrine Stevenson: Four or five delega- 
tions were of that view. 

4223. Nir Thomas Allen: Were the Japanese repre- 
sentatives present on this occasion? 

SlcTVfic, StcvBTisoTi Bv an observer 
422i. Dame liachel Crowdy : Did Great Britain 
actually lead in that idea, or were we one of many 
all thinking the same thing? Did Japan, Italy, 
Poland, etc follow our lead, do you remember? 

Mr. Shrine^ Stevenson : It is always the case 
in Geneva committees that the big powers have to 
speak first. The smaller powers generally do not 
open their mouths until the big powers have done 

J^ame Bachel Crowdy: I do not agree with 
that after 11 years in Geneva ! Very often you see 
the big powers pulling together in order not to be 
tne first to move. I have seen that. 


4226. Sir Phihp Oibhs: Was France in favour of 
local inspection ? 

Mr. Shrine Stevenson: Yes. 

4226. Sir Philip Gibbs: And the' United States? 

Mr. Shrine Stevenson: Yes, but a slightly 
diffeient system. The French wanted an even more 
complicated system than the United States. The 
United States were generally in favour of local 
inspection which could be confined to the storage and 
shipping departments of arms-producing organisa- 
tions whereas the French were in favour of a more 
complicated system. They wanted to appoint resident 
in.spectors in each of the countries who would have 
very wide powers of examination into every stage 
of arms manufacture. 

422/. Sir Philip Gibbs: They were prepared to have 
foreign inspectors in their own country, I imagine? 
tion Stevenson: That was the implica- 

oTu'mS'partf'^ 'J®fi"itely , stated 

Mr. Shrine Stevenson: I do not remember, to 
be quite frank. But they would not have put for- 
uard their scheme otherwise. 

: Did you discuss the 

machinery at length? 

lengtln^"' yes; at great 

sWh T a great 

shock to the other nations that Great Britain was 
taking up this attitude? 

Mr. Shrine Stevenson: I should not say it was 

that IV e were in favour of local inspection and super- 

with the disarmament concerns, we had said very 
ea^rly and on many occasions that it would have 
to^ be as part of a convention which entailed limita- 

4231. Sir Thomas .Wen : If not a shock, a great 
surprise, that we had sided with Italy in ^ this 
particular matter as against siding with the United 
States of America and France. v/mcea 

Mr. Shrine Stevenson : I do nof fhi'TiTr 
attitude of His Majesty^s Government was anything 

4239 beginning ^ 

423.^ Dame Pachel Crowdy: Perhaps rather stupidly 

vve did"°'l "TV” exactly why 

Will without limitation. 

'Mil >ou make that clear to me? 

Mr. Shrine Stevenson-. I think it was 

w“Vrv ^ ®°“''ention was one 

hich only provided for documentary returns and 
in a convention such as was contemplated by S 
Majesty s Goyernmeiit, these documentary returns 
“-ufacture, yalue of TmS 

4233. Dame Pachel Crowdy-. Not detail. 

Quanti-tv’’ Not number, not 

quantity. Where there was no question of inspect- 
ing actual quantities of arms, it seemed an un- 

rnspectffin I'^ye a system of local 

to^'tbe”p Therefore, you think 

thev Ml delegation was against it because 

£ &..t W”.t 

Mr. Shrine Stevenson: I think the main 

reason was that we wanted to get arms limitation 
nd one way of getting arms limitation was to say; 
e wi agree to complete local inspection and 
supervision if you will only limit your armaments,” 
and we did not want to give that away for a mere 
convention controlling trade and manufacture, valu- 
able as it would be. 

4235 Darne Pachel Crowdy: What was the British 
attitude towards publicity in regard to figures of 
export, import and manufacture? Do you re- 
member? 

Mr Shrine Stevenson -. Yes. It is set forth in 
paragraph 25 of my memorandum. The original 


MINUTES OF EVIDENCE 


563 


7 May, 1936.] 


Mr. R. C. Skkine Stevenson. 


[Continued,. 


United States proposals were for giving quantities. 
After a considerable amount of time had been spent 
here examining the difficulties and the pros and cons 
of the .whole problem, it was decided that a sj'stem of 
publicity such as the United States suggested would 
be inappropriate for this convention which did not 
provide for limitation ; first of all for the reason 
that it was not a matter of limitation and, there- 
fore, any country was at liberty to manufacture any 
amount of arms they liked ; secondly, that, in that 
case, what was required was that there should be 
publicity for the general trend of arms manufac- 
ture rather than particular information regarding 
the types of arms manufactured. Thirdly, we were 
impressed with the desirability of securing inter- 
national agreement and we thought — and rightly, 
as it turned out — that a system which went into the 
detail which the United States project did, would 
only, share the fate of previous well meaning pro- 
jects, and although it might be accepted on the 
spot, would only be accepted ad referendum and 
would finally become a dead letter like the 1925 
Convention. For those reasons, again from this par- 
ticular aspect, we produced a simpler system which 
would give the general trend of arms manufacture, 
which would give advance notice of the intention 
of any country to increase or decrease its arma- 
ments. We thought that would adequately serve the 
purpose of this convention. 

4236. name ’Rachel Crowdy : Why do you feel that 
your simpler proposals were not acceptable to the 
governments at Geneva? What was the catch they 
saw in them — if I may use that as an easy phrase? 

Mr. Skrine Stevenson : They thought it would 
not give sufficiently detailed information. Although 
they did not deny that it would give the general 
trend of arms manufacture and production, they 
did not think it would give sufficient detail and 
they favoured more detail. 

4237. Dame Rachel Crowdy: I certainly found the 
impression in Geneva was that the British, standing, 
as you say, for international co-operation, had rather 
scuppered international co-operation. I am quoting 
foreign comments made to me. There was certainly 
a very strong feeling that that international con- 
vention might have gone through and that there 
might have been very much better going if we had 
leaned towards the American draft instead of away 
from it. 

Mr. Skrine Stevenson : That can only be a 
matter of impression. It certainly was not my view. 

4238. Dame Rachel Croivdy : But, in fact, we got 
nothing, neither the American draft nor the 
simplified plan. 

Mr. Skrine Stevenson: No. Tire committee 
has not met again. 

4239. Dame Rachel Crowdy: There is, I understand, 
great feeling, both in Geneva and here, that that 
American draft convention, — any draft convention, 
— has been side-tracked and will not come back for 
some time. Is it indiscreet to ask you what you 
think, whether you think there is any possibility of 
its coming up again? 

Mr. Skrine Stevenson : I think if any advance 
is made in the direction of arms limitation or con- 
trol, the first step will be in the direction of control 
of manufacture and trade. 

4240. Dame Rachel Croxody : Before limitation. 

Mr. Skx-ine Stevenson : I think so. There is 
more likelihood of international agreement on this 
subject than on arms limitation. 

4241. Professor Gxitteridge : Wlien you say control 
of manufacture and trade, do you mean with inspec- 
tion on the spot, or not? 

Mr. Skrine Stevenson : No. I mean there is 
more likelihood in general of getting a convention 
for control of manufacture. 

4242. Professor Gutteridge : Do you mean control 
with inspection on the spot? 

Mr. Skrine Stevenson : No. I think not. 


4243. Professor Gutteridge: Without inspection? 

Mr. Skrine Stevenson : A simplified form of 

supervision. I think the important thing is the 
principle of responsibility to a central supervisory 
organ. If only , that could be internationally 
accepted, that would be an enormous step in 
advance. 

4244. Dame Rachel Crowdy : Something rather on 
the lines of the Opium Control Board? 

Mr. Skrine Stevenson : Yes. 

4245. Dame Rachel Crowdy: I was rather interested 
in your interpretation of the inset paragraph under 
paragraph 15, Part II. You remember the sentence 
that the Chairman read : 

As regards objections of an international 
character, the British Government do not know 
of any that are peculiar to private manufacture. 
You interpret that as meaning the British Govern- 
ment see no particular possibility of evils not exist- 
ing under a monopoly which are supposed to exist 
under private manufacture. Is that your inter- 
pretation ? 

Mr. Skx-ine Stevenson: Yes. The interpreta- 
tion was that any evils that may exist are equally 
likely to exist under state manufacture. 

4246. Dame Rachel Crowdxj : Do you think that 
applies to such things as toxiting for orders? Do 
you believe that, under a government monopoly, 
government “ A ” would deliberately send its agents 
to government “ B ” to tout for orders, particularly 
if a delicate international situation were on the 
tapis and its representatives at Geneva were fighting 
internationally for a settlement? 

Mr. Skx-ine Stevenson : It would probably not 
be necessary to do much touting. I think a 
country which depends on state manufacture is in 
a very much stronger position to put pressure on 
other countries than any armament firm or group 
of firms, and that if there' is a question of pressure, 
it would be very much more effective when done by 
government than when done by an armament ring. 

4247. Dame Rack el Crowdy : It would be very much 
less likely to haj^pen. 

Mr. Skrine Stevenson : It would depend upon 
what political ends the government thought w’ould 
be served. 

4248. Dame Rachel Crowdy : I am thinking of our 
own country, not of foi-eign countries. 

Mr. Skrhie Stevenson: That would not enter 
into it. We have not state manufacture to that 
extent that we would want to do it. 

4249. Dame Rachel Crowdy: I mean, if we had state 
manufacture instead of private manufacture, do you 
think the same evils would exist in state manufacture 
as in private manufacture — for example, touting, 
bribery, soliciting of orders. 

Chairman : On behalf of our government, do 
you mean? 

Dame Rachel Croxody: Yes; on behalf of our 
government. 

Chairman: I do not think we have to conceive 

that. 

Daxne Rachel Croxody: No. I cannot conceive 
it for a moment, but I thought that was the inter- 
pretation of Mr. Stevenson’s paragraph. 

Mr. Skx-ine Stevenson : This is a quotation from 
a report by a sub-committee of the Committee of 
Imperial Defence and I just gave you my own inter- 
pretation of it. I had not heard another explanation 
of it. 

Dame Rachel Croxody : Then I will leave that 
alone. That is all I want to ask. 

4250. Sir Kenneth Lee : I am very ignorant in these 
matters. Can you explain to me just what “ docu- 
mentary return ” means? 

Mr. Skrine Stevenson : The convention such as 
the United Kingdom Government suggested provided 
for documentary information to be sent each quarter 
to the central sup)ervisory organ which we hoped 
would be the Permanent Disarmament Commission; 
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it would be a matter of just filling up inter- 
nationally accepted forms giving certain information 
which would be returned each quarter by the govern- 
ment of every country signatory to the convention. 
4251. Sir Kenneth Lee : Is there any difference be- 
tween a return and a documentary return? 

Mr. Skriiie Stevenson: There would possibly 
be verbal returns, but I agree it is unlikely. It is 
perhaps a lax phrase. What I meant to imply was 
that it was all a matter of paper work and not of 
actual inspection, of visual verification, 

^2*52. Lame liaehel Crowd y: I thought inspection 
was what they wanted and we did not want. 

Ml. Shrine Stevenson: Not His Majesty^s 

Government. The documentary return is another 
matter. 

425.3. Mr. Spender: With regard to this question of 
state pressure and pressure being applied by private 
firms, is not the distinction really this, that the 
private firms are touting and so forth for private 
profit, that that would be an immaterial considera- 
tion to the state, but that the state would, and does 
in many cases, apply considerable pressure to per- 
suade, or even compel, certain nations or states with 
which it has relations or an alliance to buy arma- 
ments from it. 

Mr. Shrine Stevenson: It is not unknown. 

4254. ilir. Spender ; And you have the condition 
made that a loan shall be floated for the benefit of a 
certain country and that loan shall be expended in 
the purchase of armaments produced and manufac- 
tured in the country by whom the loan is made. 
That is so, is it not? 

Mr. Shrine Stevenson : Yes. 

4255. Mr. Spender : So you would get what is really 
meant, if not w*hat is said — sometimes expressions are 
used which nobody can really understand— that is, 
another form of pressure? 

Mr. Shrine Stevenson: Yes, a different kind 
of pressure ; probably more effective. 

4256. Mr. Spender: Could you tell us a little more 
about what method of publicity is favoured in these 
conventions? Would you publish these documents 
as annual reports? 

Mr. Shrine Stevenson: Yes. The Permanent 
Disarmament Commission, if the convention had gone 
through, would have issued, if I remember rightly, 
quarterly returns showing the movement of arms and 
their production throughout the world. They would 
also have published a forecast of what was going 
to happen. That was part of the system which we 
pggested, that countries should . give information 
in advance. 

4257. Lame Ltachel Crowdy : That is, exactly the 
same as for opium — export, import and manufacture ? 

Mr. Shrine Stevenson: Yes, except that as far 
as opium is concerned it is the consumption ; it is 
what is required by each country. 

4258. Lame ltachel Crowdy : Yes, the requirement 
for the following year. It is stated one year ahead. 

Mr. Shrine Stevenson: This proposal of ours 
was to the effect that governments should state at 
the beginning of the financial year what they were 
going to spend on arms under the different headings 
and categories of arms which were covered by the 
convention. It would give more detail than we now 
give in the budgetary return. 

4K9. Lame ltachel Crowdy: Would the central board 
then have a right to comment on what it considered 
over-requirement for the coming year? 

Mr. Shrine Stevenson : The point was made 
ttat there was no such thing as over-requirement. 
There was no limitation whatever. But, of course 
it was open to a neighbour of any particular country 
to say “ You seem to be going to make a lot of 
guns or built a lot of battleships ” — or whatever it 
might b^“ we will have to do the same. Do you 
not think you might cut that figure down,?” That 
would give an opportunity for bilateral or multi- 
lateral conversations with a view to lessening the 
amount required. 


4260. Lame ltachel Crowdy : Is there no question 
of the central board reiporting to the Council any- 
thing that seemed to the central board to bo extreme 
in the way of demands? 

Mr. Shrine Stevenson: No. 

4261. Mr. Spender: You rather suggested that the 
various powers would be bargaining with each other 
with the ultimate object of advancing their case 
with regard to inspection or objection to inspection 
Has there been any suggestion that they should all 
agree to go forward and allow the supervisorv 
authority to have the best reports that it can get 
and to issue three-monthly or annual reports on the 
trend of armaments? AVoiild not that in itself be an 
excellent thing? 

Mr. Shrine Stevenson: It would 

4262. Mr. Spender: Even apart from limitation 

would it not be well to let in as much light as possible 
on the subject? Would not that be an initial, step 
towards limitation, to let people have full knowledge 
of the facts? ^ 

Mr. Shrine Stevenson: 1 do not think you 
would get international agreement on countries 
supplying more complicated returns. 

4^3. Mr. Spender : I suggest the very simplest form 
of return, without any suggestion of compulsion or 
imposition. Would it not be a step forward? 

Mr. Shrine Stevenson : Yes. But if it were a 
question of giving the quantities of arms produced 
then there might be some advantage in having local 
inspection, but I do not think the local inspectors 
would ibe able to add very much to the sum of 
knowledge of the central supervisory organ 

4264. Mr. Spender: They would go to the 'central 
supervisory authority. They would not be able to 
express an opinion or make any definite recommenda- 
tions. 


Mr. Shrine Stevenson : They would not, unless 
the convention were one for the reduction or limita- 
tion of armaments. 

4265. Mr. Spender: You mean that without limita- 
tion it IS not possible to make merely a simple re- 
port on the state of the arms trade. Is not that 
possible? 


Mr. Shrine Stevenson: Yes, it would give an 
idea of the amount produced. 

4266. Mr. Spender: Would it not be very important 
to get that information if you were going to make 
a step towards limitation? 

Shrine Stevenson: But if there were no 
limitation, would there be any advantage in hiding 
your returns? ^ 


4267 Mr. Spender: No advantage, and therefore you 
would get approximatley correct returns. You would 
get a good deal of light thrown upon the subject. 

Shrine Stevenson : You get it now. 

4268. Mr. Spender: Except that there is no autho- 
rity now authorised to give it to you. 

Mr. Shrine Stevenson : No authority at all, but 
if a convention such as this were concluded you would 
have a permanent disarmament commission, which 
would have the right to call on you to explain the 
returns. 


4269. Mr. Spender : I am only suggesting that if 
there are all these obstacles and difficulties in regard 
to the form of inspection and supervision to be exer- 
cised through the disarmament authority which is to 
be set up, would it not be wise for the time being to 
get the authority set up on the ground that you have 
suggested for the collection of returns ? The 
returns might be quite simple. 

Mr. Shrine Stevenson : Yes, His Majesty’s 

Government would be delighted to see a central organ 
set up with this as one of its tasks. 

4270. Mr. Spender: It appears to me — perhaps I am 
wrong in drawing the inference from what you have 
said — that these various objections and bargainings 
'have become an obstacle to the setting up of this 
disarmament commission. 
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Mr. Shrine Stevenson: I do not think that is 
necessarily so. The fact that a permanent dis- 
armament commission has not been set up is just 
a result of the general halt that has come in all 
disarmament matters. 

4271. Mr. Spender: It has not been only on account 
of those objections? 

Mr. Shrine Stevenson : No. It lies in the diffi- 
culties encountered in the whole gamut of problems 
covered by the Disarmament Conference. 

4272. Dame Eachel Croiody: Would His Majesty^s 
Government accept any form of agreement which did 
not include limitation? 

Mr. Shrine Stevenson : Yes, they would accept 
an agreement on the lines put forward in my 
memorandum. 

4273. Chairman: Do I understand that in your view, 
apart from some agreement as to limitation of arma- 
ments, the annual or quarterly publication of in- 
formation as to the extent of armaments and the 
intentions of governments to provide themselves with 
armaments up to a certain amount would very likely 
lead to an increase of armaments, because given that 
information one nation might say “ we find that so- 
and-so are going to spend so much on armaments 
next year and we are not. We shall have to in- 
crease our armaments”? 

Mr. Shrine Stevenson : They might also use 
that as an argument with their neighbour and say 
” If you are going to spend that amount, we also 
shall have to go further ”. It was hoped, particularly 
by the French, that there would he a considerable 
margin for bargaining in that way. They wanted 
particularly to have advance information about the 
amount of arms produced by their neighbours, in 
order that they might either take their own measures 
or persuade them to give up such ambitious pro- 
grammes. 

4274. Sir Philip Gibhs : In your historical survey it 
seems to me that there are certain inconsistencies 
in the views held by the British Government from 
time to time. In the first place, the British Govern- 
ment is a signatory to the League of Nations 
Covenant, in which it says quite clearly, in 
Article 8, that there are grave objections against the 
private manufacture and trade in arms. But in 
paragraph IS of your statement. His Majesty’s 
Government’s reply, drawn up by a suh-committee of 
the Committee of Imperial Defence, is : 

So far as this country is concerned the British 
Government are not aware of any “ grave 
objections ” of a national character 
and they go on to say, with regard to the inter- 
national character, that they also do not see any 
grave objections that are peculiar to private manu- 
facture. That seems to me a very extraordinary 
inconsistency. 

Mr. Shrine Stevenson : You mean it is incon- 
sistent with Article 8 of the Covenant? 

4275. Sir Philip Gibbs : Yes? 

Mr. Shrine Stevenson : I think the diffi- 

culty is that the objections mentioned in Article 8 
of the Covenant have not been defined. Yovi do not 
maintain that it is inconsistent to say that there 
are no grave objections of a national character? 
That is not inconsistent. 

4276. Sir Philip Gibbs : Of an international character. 
1 think there is also a slight inconsistency with re- 
gard to the national character, because I think that 
.\rticle 8 of the Covenant implied that there were 
general grave objections in every nation, not ex- 
cluding Great Britain. 

Mr. Shrine Stevenson: It is not actually in- 
consistent, because it merely says “ We are not 
aware of any grave objections of a national char- 
acter ”. H.M. Government do not deny that such 
objections might exist — and having signed- the 
Covenant they cannot deny that — they merely say 
they are not aware of such objections as far as 
this country is concerned. Tliey do not deny 


that there are objections of an international 
character. They say that these objections are 
shared by state manufacture as well as private. It 
is not inconsistent. 

4277. Sir Philip Gibhs: No. I think there is an 
apparent inconsistency which needs explaining. I 
think it wants a little interpretation. Could you 
give me your own definition of one phrase under the 
head : “ Conclusions reached by His Majesty’s 

Government as a result of their study of the 
subject ”. The phrase that I refer to is near the 
end of paragraph 21 “ Strict national control of 
arms manufacture and trade”. What is in your 
mind? Can you define what yon mean by 
“ strict national control ” ? 

Mr. Shrine Stevenson : I think the definition 
is contained in the articles which are appended to 
this memorandum. For instance, you have in 
Article 1 

Each High Contracting Party assumes . . . full 
responsibility. 

There the responsibility is laid down. In Article 2 
we ensure that the state has the necessary legal 
and constitutional powers to control their manu- 
facture and trade. Article 3 deals only with super- 
vision. In Article 5 you have a description of what 
the actual control would he. Manufacturers must 
have licences before they can manufacture. These 
licences are valid for a period only and they are 
revocable at any time. They can only be issued, 
revoked or renewed by the government. Then in 
Article 7 you have a description of what the licence 
to manufacture should contain and the designation 
of the arms and munitions of war which they are 
allowed to manufacture. In Article 8 there is a 
description of the licences which would have to be 
issued before any export or import of arms is 
allowed. These licences contain descriptions of 
articles and the name and address of the exporters, 
the name and address of the important consignee, 
and references to the import permits. Article 9 
has to do with publicity — a description of the returns 
which have to be made. The control therefore con- 
sists of licensing for manufacture and the giving of 
written permits for import and export. No manu- 
facture shall take place without the licence of the 
government. No arms may be moved either into or 
out of a country without the knowledge and per- 
mission of the government. 

4278. Sir Philip Gibbs : Of course, some of these 
things are already laid down at the moment, are they 
not ? 

Mr. Shrine Stevenson: In this country, yes. 

4279. Sir Philip Gibbs: I should like to ask you 
whether you yourself feel that it would be a fair 
reading of these various committees and sub-com- 
mittees, and so forth, that from the very beginning 
of the League of Nations there was an admission 
that the grave objections mentioned in Article 8 of the 
Covenant did actually exist. Is that a fair interpre- 
tation of the activities of these committees? 

Mr. Shrine Stevenson: Certainly there were 
many members of these committees who firmly 
believed that those grave objections existed. Others 
were more sceptical. 

4280. Sir Philip Gibbs : Would it be fair to say that 
the Temporary Mixed Commission of 1921 and the 
Convention of 1926 and the various sub-committees 
sitting adopted as a basis the fact that the private 
manufacture of arms and the foreign export of arms 
was a dangerous business which ought to be 
controlled more strictly? 

Mr. Shrine Stevenson : They had as a basis, 
obviously. Article 8 of the Covenant. The activities 
of the League in regard to the control of arms are 
based on that article and in so far as that article 
does contain this statement with regard to the grave 
objections that is correct. 

4281. Sir Philip Gibbs: And really the whole pur- 
pose of these various committees and commissions is 
to obtain a stricter control? 
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Mr, Skrine Stevenson : That is right. 

4282. Sir Philip Gibbs : Of private manufacture anfl 
of the export of arms to other countries ? 

Mr. Skrine Stevenson: That is right. What 
His Majesty’s Government consider is that the trade 
should pass through the responsible hands of the 
government. That is to say, that there should not 
be trade without strict control by government. 

Sir Thomas Allen : My questions have been 
alieady piit and the answers have been forthcoming. 

4283. Professor Gutteridge : Can you tell me what 
other countries, European or otherwise, have a 
system of licensing similar to ours.? 

Mr. Skrine Stevenson : France, Belgium and 
a number of other countries. As a matter of fact 
at the moment a great number of countries have 
control over their export of arms. 

4284. Professor Gutteridge : Yes, but I am not refer- 
ring to temporary control. 

Mr. Skrine Stevenson: I knoiv Prance and 
Belgium have the licensing system and other 
European countries as well. 

4285. Professor Gutteridge: The Swedes have it? 

Mr. Skrine Stevenson : The Swedes have it. 

.4286. Professor Gutteridge : The Danes and Nor- 
wegians ? 

Mr. Skrine Stevenson: I think most of the 
Scandinavian countries have it, but I am not 
certain. 

4287. Professor Gutteridge: Have you compared the 
system at all? Are they mostly on the same lines as 
our licensing system ? 

Mr. Skrine Stevenson: Mostly. 

4288. il/r. Spender : Is there any country of consider- 
able importance which has not a licensing system ? 

Mr. Skrine Stevenson: I do not think Japan 
has a licensing system. I am very sorry, I cannot 
answer definitely. 

4289. Sir Philip Gibbs: Has the United States anv 
such system? 

Mr. Skrine Stevenson: They have recently 

enacted one. 

4290. Sii Philip Gibbs: Is it actually in force? 

Mr. Skrine Stevenson : Whether it is legally 

in force, I do not know. I should think so. 

4291. Professor Gutteridge : Were the Soviet Re- 
publics parties to this committee or not? 

Mr. Skrine Stevenson : Yes. They were repre- 
^nted on the latest arms committee which sat in 
Geneva. 

4292. Mr. Spender: Have they a system of export 
licence? 

Mr. Skrine Stevenson: All their export is state 
controlled. 

4293. Professor Gutteridge: That brings me to a 
matter that is rather troubling me. I suppose it is 
contemplated that every civilised country in the 
World should come into this scheme. 

Mr. Skrine Stevenson : Certainly. It would be 
unless all the producing countries came in. 

4294. Professor Gutteridge : Would it be of any use 
even if all producing countries came in ; because a 
country might produce for internal use only. 

Mr. Skrine Stevenson: They would have to 
come in. 

4295. Professor Gutteridge : I am thinking of certain 
countries which are not members of the League If 
you had any scheme which did not include them, 
would there not be difficulty? 

Mr. Skrine Stevenson: It would not be a 
possibility. I think every producing country would 
demand that all other producing countries should 
be members. 

4296. Dame Bachel Crowdy : They were all repre- 
sented in an observing capacity at the Conference. 

Mr. Skrine Stevenson : Except the Germans. 

4297. Dame Pachel Crowdy: Japan and the United 
States were there. 

Mr. Skrine Stevenson: The United States is 
an active member. 


4298. Professor Gutteridge : Germany may become 
a very great export country as far as we 
know. You were asked a question just now by Sir 
Kenneth Lee with regard to the nature of the in- 
formation. I have here a Geneva blue book which 
gives the text of a draft convention prepared by 
the Technical Committee on National Defence 
Expenditure.* You are familiar with that? 

. Mr. Sk fine Stevenson : Yes. 

4299. Professor Gutteridge : And at the end there is 
an Appendix called Model Reconciliation Tables? 

Mr. Skrine Stevenson : Yes. 

4300. Professor Gutteridge : Are those the documents 
of which you are speaking? 

Mr, Skrine Stevenson: No. That is a slightly 
different thing. One aspect of the Arms Committee 
was the National Defence Expenditure Commission 
They produced a draft convention which dealt with 
budgetary publicity onlj'. In connection with the 
convention which we suggested, as a result of the 
work in Geneva, a year ago, the information which 
would have been given would have been rather more 
“‘■‘‘^/"tailed merely by the budgetary publicity. 

4301. I rofessor Gutteridge: Is that something that 
runs parallel to it? 

Mr. Skrine Stevenson: Yes. It is something 
^vhich runs parallel to it. It would have to be 
concluded at the same time. One would be incom- 
plete without the other. 

4302. Professor Gutteridge : It does not necessarily 
exclude this scheme, does it? 

Mr. Skrine Stevenson: No. That could he 
enacted without the arms manufacture scheme. 
4jm. Professor Gutteridge: They are independent 
or one another? 

Mr. Skrine Stevenson : Yes. They are inde- 
pendent of one another, but the arms conventio'n 
" 7 ,® «"less you had that as well. 

4304. Pro/essor Gutteridge: It seems to me that on 

occasion, inspection of plant might be hiirhly 
inconyenient? “ ^ 

Mr. Skrine Stevenson: Yes; it might. 

4305. Professor Gutteridge: In the present state of 

European relations, it would be highly inconvenient, 
would it not? ’ 

Mr. Skrine Stevenson : Conceivably very in- 
convenient, but also entirely ineffective. 

4306. Professor Gutteridge: You mean it would be 
brutuni fulmen; you simply would not find anything 
out. In other words, the thing might easily develop 
into a farce? 

ion -7 Stevenson: That is conceivable. 

4307. 1 rofessor Gutteridge: It cannot work unless 
there is goodwill? 

Mr. Skrine Stevenson : It cannot work unless 
there is goodwill. 

4.308. Professor Gutteridge: That applies to a good 
deal of this disarmament business? 

.onn Stevenson: The whole of it. 

4309 1 rofessor Gutteridge: If you do not get the 
goodwill of the people it cannot work ? 

Dame Pachel Crowdy: Is it not good faith 
more than goodwill that you require? 

Mr. Skrine Stevenson : Yes. Unless you have 
good faith, it does not matter how much goodwill 
you have. 

Professor Gutteridge: You must have good 
faith, but I should put goodwill before good faith. 

If you get goodwill, you get good faith. 

Chairman : There are two points of view. 
Professor Gutteridge : I am a person who 
believes that if anything comes oiit of this, it will 
be done by the brotherhood of man, the friendship of 
man, you cannot do it by machinery. 

4310. Dame Pachel Crowdy : In connection with the 
possible licensing system, you said that His Majesty’s 
Government was particularly anxious that the move- 
ments of all arms should be in the hands of re- 
sponsible people? 

Mr. Skrine Stevenson : Yes. 


* [Conf. D/C.G. 160 (1)] [Conf. D/C.D./C.T. 239 (1)]. 
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7 May, 1936.] 


Mr. R. C. Skrine Stevenson. 


[Continued. 


4311. Dame liachel Crowdy. You spoke of a licensing 
system for the export of arms and then, as far as I 
remember, you said the consignee, importer and 
exporter’s address must he known. Before His 
Majesty’s Government or any government gave an 
export licence, would they ask to see an import 
licence issued- by the government of the importing 
country covering the respectability of the importer? 

Mr. Skrine Stevenson : Yes. No import would 


be allowed without an import licence, and so no ex- 
porting country would take the risk of letting any 
consignment go until they knew that it would be 
authorised. 

4312. Dame Bachel Crowdy: That covers export and 
import ? 

Mr. Skrine Stevenson : Yes. 

Chairman: Thank you, Mr. Stevenson. We 
are much obliged to you. 


(Adjourned.) 


4 N 


36613 


568 ROYAL COMMISSION ON THE PRIVATE MANUFACTURE OF AND TRADING IN ARMS 


APPENDIX I 


THE NEWSPAPER PROPRIETORS ASSOCIATION, 
LIMITED. 

6, Botjvebie Street, 

London, E.C.4. 

5th February, 1936. 

To the Secretary of The Royal Commission on the 
Private Manufacture of and Trading in Arms. 

Dear Sir, 

This memorandum is submitted on behalf of the 

N.P.A., the membership of which includes the follow- 
ing morning, evening and Sunday newspapers : 

The Times. 

Daily Telegraph. 

Morning Post. 

Daily Mail. 

News Chronicle. 

Daily Express. 

Daily Herald. 

Daily Mirror. 

Daily Sketch. 

Financial News. 

Financial Times. 

Morning Advertiser. 

Sporting Life & Sportsman. 

Evening Standard. 

The Star. 

Evening News. 

News of the World. 

The Observer. 

Sunday Times. 

Sunday Dispatch. 

Sunday Express. 

Reynolds’s. 

The People. 

Sunday Graphic <& Sunday News. 

Sunday Pictorial. 

Svmday Referee. 

Sunday Sportsman. 

While a number of people holding shares in various 
newspaper companies may also be interested in firms 
making armaments, we can find no evidence whatever 
that any of the Directors or Proprietors of the news- 
papers mentioned above are identified with firms 
manufacturing armaments in this country in such 
manner as would justify the slightest suggestion that 
the newspapers under their control are used for the 
purpose of advocating the manufacture of armaments 
in order that pecuniary gain might accrue to them 
by s6 doing. 

Any innuendo that the National newspapers which 
comprise our membership are influenced in editorial 
policy on such vital questions as armament or dis- 
armament by the fact that advertising space is taken 
by businesses or organisations concerned in manufac- 
turing or opposing the manufacture of armaments. 


can be answered iby any person of average intelligence 
who cares to examine the columns of these news- 
papers. 

Evidence concerning advocacy by the Daily Mail 
and Daily Mirror of an increase in the Air Force 
was discoimted by Mr. Arnold Forster himself when 
he recognised the good intentions behind this cam- 
paign. 

It is, of course, unnecessary to remind the Com- 
mittee that the late Lord Northcliffe’s keenness on 

this question has been maintained by his brother 

Lord Rothermere. 

Several references have been made to the fact that 
The Times has had foreign correspondents interested 
in armament firms. Twice during recent months this 
paper has published replies to these statements to 
the following effect ; — 

“ Mr. George Boncescu was appointed as local 
occasional Correspondent in Bucharest in January, 
1920. He was selected by our Staff Correspondent 
in the Balkans on the ground that, having served 
as Commercial Attache in the Rumanian I.,egation 
in London for several years, he was au fait with 
British standards and requirements. Mr. Boncescu 
remained Correspondent until March 1927, when he 
accepted the appointment of Commercial Counsellor 
in the Rumanian Legation in AVashington. 

Mr. Roland Bryce was appointed as local 
occasional Correspondent in Belgrade in August, 
1923. His correspondence discontinued in April’ 
1926, when he left Yugoslavia. 

It should be pointed out that these appointments 
were Ideal and secondary. The Times has always 
had a Staff Correspondent or Staff Correspondents 
in charge of the Danubian and Balkan countries. 
They are assisted by Correspondents who are locally 
appointed to transmit news, ibut who could exer- 
cise no influence upon the policy of The Times. 
Their occasional work for The Times in the trans- 
mission of news did not involve any connexion 
between The Times and commercial undertakings 
in general or armaments firms in particular. 

It will be seen that the two men mentioned 
ceased to be connected with The Times nine years 
and ten years ago respectively. 

The third person mentioned, Mr. Mavrocordato, 
merely deputised on a few occasions for Mr. 
Boncescu.” 

If the Committee desire to put any oral questions 
on the above statement, or on any evidence given 
by witnesses, the Chairman (The Hon. Esmond 
Harmsworth), or the Alice-Chairman (Colonel the 
Hon. E. F. Lawson) and myself would attend for 
that purpose. 

Yours faithfully, 

T. AV. McAba. 
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APPENDIX II 


MEMORANDUM PREPARED BY THE FOREIGN OFFICE SUMMARISING 
THE WORK OF THE LEAGUE OF NATIONS IN REGARD TO 
PARAGRAPH (5) OF ARTICLE 8 OF THE COVENANT 


Article 8 of the Covenant deals with, the reduction 
of armaments, and paragraph (5) of this article is as 
f 0 II 0 .WS : — 

“ The Members of the League agree that the 
manufacture by private enterprise of munitions 
and implements of war is o,pen to grave objections. 
The Council shall advise how the evil effects at- 
tendant upon such manufacture can he prevented, 
due regard being had to the necessities of those 
Members of the League which are not able to 
manufacture the munitions and implements of 
war necessary for their safety.” 

The work of the League in regard to this para- 
graph may, for convenience, be divided into three 
phases. From 1920-1925 it was considered by the 
Temporary Mixed Commission; from 1926-1929 by 
the Council through a Special Commission ; and from 
1932 to the present time by a Committee of the Dis- 
armament Conference. 

A. The Temporary Mixed Commission. 

2 . The Temporary Mixed Commission was appointed 
by the First Assembly (1920) to prepare reports and 
proposals for the reduction of armaments as provided 
for by Article 8 of the Covenant. It was composed 
of persons chosen for their individual competence, 
not of government representatives. Paragraph (5) 
of Article 8 was considered by a sub-committee of 
the Commission. 

3 . The sub-committee produced an interim report 

in 1921. (a) This report was an attempt to clear the 
ground and was in two parts. The first part dealt 
with private manufacture. The “ grave objections ” 
to the manufacture by private enterprise of war 
material were not defined in the Covenant : they 
could not be deduced from the deliberations of the 
committee which drafted the Covenant. The com- 
mittee therefore drew up a list of the objections 
which had been formulated : and without making 

any positive recommendations put forward observa- 
tions on the problems and difficulties to be solved 
(«) if private manufacture were prohibited (b) if 
private manufacture were to be subject to control. 
Finally the committee considered a proposal that an 
international conference should be summoned to 
deal with private manufacture and arms traffic. The 
committee recommended the Assembly to decide in 
principle in favour of such a conference. ^ 

The second part of the report dealt with the 
traffic in arms, and was principally concerned with 
the position as regards the ratification of the Con- 
vention of St. Germain, signed on September 10, 
1919 . (b) The committee recognised that the key 
to the general acceptance of this convention lay in 
the attitude of the United States and recommended 
that the principal aim should be to bring the 
vention into operation at the earliest possible 
moment. 

4 . The Second Assembly (1921) resolved that an 
international conference on the private manufacture 
of and trade in arms should meet as soon as possible, 
and that the Temporary Mixed Commission should 
prepare the programme of the Conference, and a 
draft convention for its consideration. The Council, 
however, decided in October that it was premature 
to fix a date for a conference in view of the fact 
that the manufacture of arms was carried 
countries not yet members of the League. e 
Commission reported in 1922. (c) As regards private 
manufacture the report gave an account ^ 
preparatory studies which it was conducting (includ- 
ing the study of the project of a draft agreement 
put forward by Sir Hubert Llewellyn Smith) and 

(a) League of Nations document A. 81. 1921. 

(b) Cmd. 414. 

(c) League of Nations document A. 31. 1922. 


expressed the opinion that “ the subject of private 
manufacture could hot be divorced from the subject 
of traffic in arms ”. On this latter subject the Com- 
mission reported that the refusal (which had been 
formally made known) of the United States to ratify 
the Convention of St. Germain constituted a new 
situation, and that the question of a convention on 
arms traffic must be reconsidered in its entirety. 
The Commission also approved the principle of apply- 
ing a system of national licences to private manu- 
facture of arms. 

5. The Third Assembly (1922) passed a resolution 
in favour of an international conference on private 
manufacture, but added that the United States 
Government should be asked to formulate its objec- 
tions to the Convention of St. Germain and to put 
forward proposals to meet them; and that the Tem- 
porary Mixed Commission should prepare a scheme for 
the control of traffic in arms for consideration by a 
conference, in which non-members of the League 
should be invited to participate. The Council in Janu- 
ary 1923 however decided that the question of private 
manufacture and trade were so closely connected that 
it was inadvisable to summon a conference solely 
to deal with the former. The Temporary Mixed 
Commission in February 1923 decided that neither 
the preparation of a new scheme for the control of 
traffic nor the execution of a scheme for the control 
of private manufacture could be successfully under- 
taken until the co-operation of the United States 
Government had been obtained. On the Commission s 
recommendation the Council accordingly addressed 
in April 1923 a communication to the United States 
Government, the reply to which had not arrived 
when the Commission made its third report in 
August 1923. (d) The reply was sent in September 
and was considered at the Assembly ; it reiterated the 
objections of the United States to ratification of 
the Convention of St. Germain but it “ proposed no 
method and made no suggestion likely to permit 
of an international solution of the problem in co- 
operation with the United States ’ . Accordingly 
the Third Assembly resolved that, as regards traffic, 
the Temporary Mixed Commission should prepare a 
new convention to replace that of iSt. Germain, and 
that United States representatives should he invited 
to collaborate in the work. As regards private manu- 
facture, the Temporary jMixed Commission was in- 
vited to refer the project of agreement (referred to 
in the preceding paragraph) to the Economic Com- 
mittee of the League and to endeavour, in co-operation 
with the Committee, to draw up a draft conven- 
tion. The Council on receiving draft conventions 
both on traffic and private manufacture was to con- 
sider the question of summoning an international 
conference. 

6. The Temporary Mixed Commission reported its 
efforts to execute this resolution to the Fifth 
Assembly (1924). (e) As regards traffic, it obtained 
the unofficial collaboration of the United States and 
was able to draw up a draft convention. In under- 
taking this work the Commission was guided pri- 
marily by Article 23 of the Covenant, which runs as 

follows: — . 

“ Subject to and in accordance with the pro- 
visions of international conventions existing or 
hereafter to be agreed upon, the Members of the 
League : 

(d) will entrust the League with the general 
supervision of the trade in arms and ammunition 
with the countries in which the control ^of this 
traffic is necessary in the common interest. 


(d) ibid. A.35. (Part II) 1923. IX. 

(e) ibid. A.16. 1924. IX. 
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lu carrying out the intention of this paragraph the 
Commission had, however, as its secondary object 
the implementing of Article 8 (5) of the Covenant 
and, by controlling the general international trade, 
to prevent as far as possible the evil effects which 
the Covenant attributed to private manufacture. 
The Commission took as the basis of its work the 
Convention of St. Germain, and modified it to meet 
the. objections of the United States representatives. 
As regards private manufacture, the sub-committee 
of the Temporary Mixed Commission were unable 
to reach an unanimous decision. -The majority report, 
which was subsequently endorsed by the Commission, 
took the view that as it had been asked to examine 
a draft convention for the control of private manu- 
facture it should leave out of consideration the 
question of the prohibition of private manufacture. 
Secondly, the majority maintained that the control 
of private manufacture should be “ exclusively 
national ” though based on principles common to all 
countries. They drew a distinction between trade 
in arms which extended beyond national frontiers 
and private manufacture which was “ a purely 
national matter, the regulation and inspection of 
which should be left to the national authorities.” 
The minority of the sub-committee (including the 
French representative) were in favour of the absolute 
prohibition of private manufacture, and, though 
they were prepared in certain circumstances to 
accept an intermediate solution, they insisted on 
international control. The majority of the Tem- 
porary Mixed Commission endorsed the principle 
of national control ; and drew up a document con- 
taining the principles recommended as a basis for 
an international convention on the national control 
of private manufacture of arms. This document was 
examined by the Economic Committee of the League, 
which made two principal assumptions; that a con- 
vention on manufacture should be complementary 
to a convention on traffic ; and that the convention 
on manufacture would only come into force after 
ratification by all the principal manufacturing 
countries. It also offered detailed criticism. It 
should be noted that the United States representa- 
tives did not take part in the discussion of the 
control of private manufacture. 

7 . The Fifth Assembly was therefore able to 
summon a conference to consider the draft con- 
vention on the control of traffic, but as regards 
private manufacture was only able to instruct the 
Temporary Mixed Commission to investigate the 
question anew, “ with an entirely open mind,” and 
to prepare a draft convention to serve as the basis 
for the discussions of an international conference. 
The Assembly further suggested that United States 
representatives should b© invited to collaborate in 
this work. The Temporary Mixed Commission was, 
however, dissolved and replaced in 1925 by the 
Co-ordination Commission, ■which was largely com- 
posed of government representatives. 

8. To sum up, in the years I92I-I924 the League 
considered the questions of private manufacture and 
of trade in arms together, and progress on both 
questions was blocked by the attitude of the United 
States to the Convention of St. Germain. In 1924 
the questions were separated, the co-operation of the 
United States made possible the summoning of a 
conference on the control of trade, while, as regards 
private manufacture, fundamental divergencies of 
view rendered any material advance impossible of 
achievement. 

9 . The Fifth Assembly also considered the results 
of a statistical inquiry which had been undertaken 
by the Secretariat on the traffic in arms and war 
material. A Statistical Year-Book of the Trade in 
Arms and Ammunition has since been published 
annually by the League. 

10. The International Conference on the Trade in 
Arms met at Geneva in May, 1925, and the Inter- 
national Convention for the Supervision of the Inter- 
national Trade in Arms and Ammunition was signed 
at Geneva on I7th June, 1925. (f) The Conference 


adopted in its final act a declaration that “ the 
convention must be considered as an important step 
towards a general system of international agreements 
legarding arms and ammunition and implements of 
war, and that it is desirable that the international 
aspect of the manufacture of such arms, ammu- 
nition and implements of war should receive early 
consideration by the different Governments.” 

11 . The Sixth Assembly (1925) adopted this 

declaration ; it was recognised that control of private 
inaiuifacture was indispensable to the establishment 
ot equality between producing and non-producing 
states : for the latter would be placed in a position 
of inferiority by the licensing and publicity pro- 
visions of the 1925 Convention. The Council was 
accordingly invited to take steps to prepare a draft 
convention as speedily as possible, and to invite the 
United States Government to co-operate in the pre- 
paratory work. ^ 

B. The Special Commission. 

12. The short-lived Co-ordination Commission re- 
ferred to in paragraph 7 above (the dominating part 
111 which was played by the so-called Council in Com- 
mittee, or Committee of the Council) met in February, 
1925, and came to the conclusion that in view of the 
close connection existing between the control of 
private manufacture and that of trade, the drafting 
of a convention on private manufacture should be 
adjourned pending the outcome of the Traffic in Arms 
Conference. Meanwhile, a committee of inquiry 
should bo set up to obtain the views of govern- 
ments on the nature and importance of the grave 
objections mentioned in Article 8 of the Covenant 
and information as to the measures already existing 
m each country for the control of manufacture. 
The Council approved these recommendations and 
authorised the issue of a questionnaire to govern- 
ments. The Committee of Inquiry drew up a pre- 
liminary draft convention, and the results of its work 
were before the Seventh Assembly, (g) In the mean- 
time, however, the Preparatory Commission of the 
pisarniament Conference had been constituted : and 
in view of the connection which existed between the 
question of private manufacture and the general 
problem of disarmament under investigation by the 
Preparatory Commission, there was some difference 
of opinion as to whether a conference on private 
manufacture should be summoned, or whether the 
question should be considered at a general confer- 
ence on disarmament. In its resolution the Assembly 
drew, attention once more to the close connection 
existing between the supervision of private manu- 
facture and the trade in arms. But, in recognising 
the relation between the problem of private manu- 
facture and the general problem of disarmament, it 
decided that priority must be accorded to work on a 
disarmament convention. The Assembly added a 
rider to the effect that, if a disarmament conference 
was not called within a year a special conference 
on private manufacture should be convened. 

13. In pursuance of this resolution the Council 
appointed a Special Commission for the preparation 
of a draft convention on private manufacture : and 
the United States Government were invited to assist 
in the work. This Commission adojited as the basis 
of its ■work the draft submitted by the Committee 
of Inquiry of 1926. (h) The Special Commission was 
again confronted with a fundamental difference of 
opinion as to whether the convention should deal with 
the supervision of private manufacture only, or 
whether state manufacture should be included. The 
latter view was taken by the United States Govern- 
ment, and by many non-producing countries who 
would be placed in an inferior position as regards 
security if the publicity provisions of the Arms 
Trafiio Convention were brought into force. The 
Special Commission were unable to reconcile the two 
points of view and produced alternative texts. (i) 
The Commission also recommended that the study of 
a convention concerning private manufacture should 


(g) League of Nations document A.47 1926. IX. 

(h) ibid. 

(i) tfiid. C.219. 1927. IX, 


(f) Cmd. 3448. 
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be continued pari passu with the work of the Pre- 
paratory Commission concerning the general con- 
vention. In these circumstances the Eighth Assembly 
(1927) reaffirmed the importance it attached to the 
conclusion of a convention which would enable pro- 
ducing and non-producing countries to be placed on 
an equal footing, and which would facilitate the 
entry into force of the Arms Traffic Convention of 
1926 : and referred the question back to the Special 
Commission. 

14. In 1928 the Special Commission again failed to 
agree on a single text, although it agreed that the 
principle of publicity should be extended to state 
manufacture, (j) The Eighth Assembly accordingly 
resumed all the previous resolutions on the subject, 
and appealed for a re-examination of the diver- 
gences of opinion by governments in order that a 
special conference on private manufacture might be 
summoned to meet at the same time as a general 
disarmament conference or at an earlier date. 

15. The Special Commission held two meetings in 

1929 but after exhaustive discussion made little 
further progress. Fundamental as well as subsidiary 
disagreements on principles and methods remained. 
The difficulties may be summed up as follows : The 

Covenant only dealt with private manufacture of 
arms, but experience had shown that private manu- 
facture could not be considered in vacuo, but had 
to be related to other questions. The Arms Traffic 
Convention could not be put into force until private 
manufacture wms controlled, but if private manu- 
facture and not state manufacture were controlled, 
non-manufacturing states would be placed at a dis- 
advantage. Control of state manufacture could not, 
however, be discussed without raising problems which 
lay within the province of the Preparatory Com- 
mission (e.p. publicity of war materials). The 
Special Commission accepted the impasse and 
abandoned the attempt to agree upon a single text 
of a draft convention, (k) 

16 . The Tenth Assembly (1929) took note of the 
work of the Special Commission, and requested the 
Council to consider the desirability, “ as soon as the 
Preparatory Commission for the Disarmament Con- 
ference had concluded its work in connection with 
the publicity of implements of war ”, of convening a 
further meeting of the Special Commission to com- 
plete the text of a preliminary draft convention. 
When the Eleventh Assembly, met the Preparatory 
Commission had not completed its task and the 
Assembly merely repeated the wish that the Special 
Commission on Private Manufacture should be con- 
vened immediately after the Preparatory Commission 
had brought its work to a close. 

C. The Disarmament Conference. 

17 . The Preparatory Commission completed its 
work in December, 1930; the Council in January, 
1931, convened the Disarmament Conference for 
January, 1932, and gave instructions for conducting 
the work of technical preparation for the Con- 
ference. The Conference met on 25th January, 1932, 
and constituted a Bureau (which acts as a steering 
committee) and a General Commission (consisting 
of one representative of each participating power). 
The General Commission was authorised to con- 
stitute such commissions, sub-commissions, etc., as 
it might deem desirable; but it did not ajipoint a 
commission on private manufacture of and trade in 
arms. It should indeed be noted that the question 
of private manufacture of and trade in arms was of 
secondary importance compared with the wider 
problems of disarmament. The subject was not con- 
sidered during the first phase of the Conference, but 
the general resolution of 23rd July instructed the 
Bureau to set up a special committee to submit pro- 
posals to this conference on the resumption of its 
work. The Bureau duly constituted a Special Com- 
mittee on the Trade in and Manufacture of Arms in 
September, 1932, and the first meeting was held in 
October. 


(i) ibid. A.43. 1928. IX. 
(k) ibid. A.30. 1929. IX. 


18 . The Committee submitted a preliminary 
report (1) on 12th November, 1932, recording differences 
of opinion of a fundamental character. The Com- 
mittee had only taken two positive stejis, it had 
appointed sub-committees to discuss private manu- 
facture and trade respectively, and had drawn up a 
questionnaire which w'as circulated to governments. 
The Bureau of the Conference considered this report 
on 22nd November : it instructed the Committee 

to resume work as quickly as possible on the assump- 
tion that the provisions concerning private manufac- 
ture of and trade in arms would be included in 
the General Disarmament Convention. In particular 
the Committee was invited to consider in what con- 
ditions equality of treatment might be attained (a) 
between producing and non-producing countries, (b) 
between the different contracting countries (e.ff., in 
regard to si5ecial zones) and (c) between state manu- 
facture and private manufacture. The Committee 
was further instructed to consider the question of 
supervision, but to postx^one any final formula con- 
cerning limitation of and publicity in regard to war 
material, until solutions of these questions had been 
found by the competent organs of the Conference. 

19. On 3rd June, 1933, the Cominiltee submitted a 
progress report (m) to the General Commission re- 
questing decisions on points of principle on which 
the Committee had not been able to agree; namely 
whether private manufacture ought to be abolished, 
and w'hether the manufacture of arms ought to be 
internationalised. In addition the majority of the 
Committee (including the United Kingdom, United 
.States and Italian delegations) expressed the opinion 
that decisions on certain questions, which were out- 
side the competence of the Committee, were neces- 
sary before the difficulties confronting the Com- 
mittee could be overcome. These questions were 
publicity of W'ar material, supervision, quantitative 
limitation of w'ar material and the control of civil 
aviation. A minority of the Committee (including 
the French delegation) asked the General Commis- 
sion to take a decision on certain principles wffiich 
they embodied in a list of questions. The same 
fundamental causes of disagreement which had 
divided the sub-committee of the Temporary Mixed 
Commission and of the Special Commission of the 
Council therefore reappeared in the discussions at 
the Disarmament Conference. 

20. On 8th June, however, the United Kingdom 
Draft Disarmament Convention was accepted by the 
General Commission as the basis of a future con- 
vention. As the competent committees had not sub- 
mitted reports, the draft did not contain chapters 
on private manufacture and trade, wdiich weie left 
for insertion at a later stage; and the draft was 
expressly accepted without prejudice to amendments 
or proposals submitted before or during the second 
reading “ particularly as regards additional chapters 
concerning the manufacture and trade in arms. 
The General Commission did not meet until October, 
and was then faced with the situation created by 
the withdrawal of Germany from the Conference. 
Efforts to clear up this situation failed, and on 29th 
May, 1934, the GeneraF Commission met again to 
decide on the future course of the Conference. At 
this meeting three points w^ere singled out for urgent 
solution, security, air disarmament, and manufac- 
ture and trade in arms. On the latter question the 
United States representative made an important 
declaration as to the willingness of his government 
“ to work out by international agreement an effec- 
tive system for the regulation of the manufacture of 
and traffic in arms.” The people of the United 
States were aroused at the evils which had been 
revealed in connection with the production of, and 
traffic in, munitions of war, and the United States 
Government w'ere prepared to negotiate, in connec- 
tion with disarmament, a treaty which would deal 
“ drastically ” with the problem. The Bureau there- 
upon instructed the Special Committee on trade and 
manufacture to resume its work forthwith and in the 
light of the statements made by the United States 
delegate to report to it on the solutions it recom- 
mended. 

(i) ibid. Conf. D.146. 

(m) ibid. Conf. D.160. 
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21. It is important to note at this point the effect 
of the resolution taken hy the Bureau on June 8th. 
While the Conference was engaged on the wider 
objective of general disarmament the discussions of 
private manufacture had taken a secondary place : 
but the wider question was now committed to private 
conversations betwen governments, w'hile agreement 
on trade in and private manufacture of arms became 
an immediate objective. Secondly, the United States 
initiative infused new life into the discussions, and 
it was accompanied hy a marked moderation of the 
French attitude, which had all along favoured pro- 
hibition, or at least international control, of private 
manufacture. 

22. The Committee on Private Trade and Manufac- 
ture reported on July 2nd.(n) Its work had been 
assisted by a memorandum from the United States 
delegation, and it submitted a draft text, commonly 
known as the Geneva Articles. These articles em- 
bodied the following principles : (1) national respon- 
sibility for the control of manufacture and trade: (2) 
equality of treatment for private and state manufac- 
ture: (3) international supervision: (4) publicity of 
licences for manufacture and export. 

23. The Geneva Articles were however designed to 
form part of a disarmament convention and were not 
intended to he embodied in a separate instrument. 
At the meeting of the Bureau on November 20th the 
decision was taken to proceed with the negotiation of 
separate instruments on manufacture and trade, the 
constitution of a permanent disarmament commission, 
and budgetary publicity. At this meeting the United 
States delegation put forward composite draft articles 

(o) dealing with manufacture, trade, and the con- 
stitution of a permanent disarmament commission. 

(n) ibid. Conf. D/C. G.171. 

(o) ibid. Conf. D.167. 


This draft, which borrowed features in a modified 
form from the Arms Traffic Convention of 1925, the 
Geneva Articles and the United Kingdom Draft Con- 
vention, was accepted as a basis of discussion hy the 
Committee on Trade in and Manufacture of Arms 
when it met at Geneva on February 14th, 1935. 

D. SUMMARY. 

24. The question of private trade in and manufac- 
ture of arms has therefore been under discussion for 
fourteen years. The slow progress made in its solu- 
tion has been due, as the preceding paragraphs have 
shown, to four principal reasons, which may be sum- 
marised, very briefly, as follows: 

(1) The close connection between the control of 
manufacture and the control of trade, recognised 
ah initio and proved experimentally by the failure 
of the Arms Traffic Convention of 1926, was not 
maintained at an important stage of the work. 

(2) An over-riding condition for the drafting 
of a convention has been the participation of the 
United States : but the United States Government 
which showed a positive interest in arms traffic in 
1925, did not take an active part in the discussions 
on private manufacture until 1934. 

(3) The discussion of private manufacture of and 
trade in arms for obvious reasons has been merged, 
and frequently submerged, in the general dis- 
armament negotiations. 

(4) Disagreement on principles. The main dis- 
agreement has been on the issues, first of prohibi- 
tion versus control of private manufacture, and 
secondly of national versus international control. 
Secondary difficulties have been the establishment 
and application of the principle of equality of treat- 
ment (a) between private and state manufacture, 
(b) between producing and non-producing states. 
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APPENDIX III 


MEMORANDUM OF EVIDENCE SUBMITTED ON BEHALF OF THE FOREIGN OFFICE 

EXPLANATORY NOTE 


I submit herewith a Memorandum of Evidence 
dealing with item (2) of the Terms of Reference of 
the Royal Commission, which runs as follows: — 

(2) “ To consider and report whether there are 
any steps which can usefully be tahen to remove 
or minimise the hinds of objections to which 
private manufacture is stated in Article 8 (5) of 
the Covenant of the League of Nations to be 
open.” 

MEMORANDUM 

Article 8 (5) of the Covenant states that : 

The Members of the League agree that the 
manufacture by private enterprise of munitions 
and implements of war is open to grave objec- 
tions. The Council shall advise how the evil effects 
attendant upon such manufacture can be pre- 
vented, due regard being had to the necessities 
of those Members of the League which are not able 


This Memorandum of Evidence after recapitulating 
briefly the work of the League of Nations in regard 
to Article 8 (5) of the Covenant, explains the 
attitude of His Majesty’s Government in the United 
Kingdom, notes certain complementary conclusions 
they have reached and details the manner in which 
they consider the problem can best be dealt with. 

(Signed) R. C. Skrinb Stevenson. 

OF EVIDENCE 

to manufacture the munitions and implements of 
war necessary for their safety. 

2. A summary of the work of the League of 
Nations in regard: to this paragraph of the Covenant 
is already in the hands of the Royal Commission in 
the form of a memorandum supplied by the Foreign 
Office,* and it is unnecessary to do more than re- 
capitulate briefly the various stages through which 
the international study of the twin problems of 
arms manufacture and trade in arms has passed. 


PART I 

HISTORICAL SKETCH 


3. First stage. — The first stage is represented by 
the work of the Temporary Mixed Commission, a 
body composed of individual experts selected for their 
technical qualifications. It produced reports in 1921, 
1922, 1923 and 1924. In the course of these years 
progress towards a solution was blocked mainly by 
fundamental divergence of views on the subject of 
the private manufacture of arms, some states holding 
that it should be abolished and others that it should 
be subjected to control. In 1924 the two problems 
were separated and the co-operation of the United 
States made it possible to summon a Conference on 
the control of trade. The work of this Conference 
resulted in the Arms Traffic Convention of 1925 
which, temporarily at any rate, disposed of the 
problem of the arms trade. 

4. Second stage. — The second stage is represented 
by the "work of the Co-ordination Commission which 
replaced the Temporary Mixed Commission. This 
commission consisted of government representatives. 
A Committee of Inquiry set up by it in conjunc- 
tion with a Committee of the Council reported in 
1926, its report being accompanied by a preliminary 
draft convention. 

5. Third stage. — ^The third stage consisted of the 
work of the Special Commission appointed by the 
Council in December, 1926. This Commissioon re- 
ported in 1927, 1928 and 1929. At the outset it was 
confronted with a fundamental difference of view 
on the question wdiether private manufacture only 
should be controlled or whether all arms manu- 
factui'e should be included. In 1928 part of this 
difficulty was solved bj' the attainment of agree- 
ment on the extension of publicity to state manu- 
facture. In 1929 the Special Commission reported 
that it was still unable to eliminate certain funda- 
mental differences. 

6. In the meanwhile opposition to the 1926 Arms 
Trade Convention on the part of a number of states 
caused it to remain a dead letter though it had 
been ratified by the United Kingdom (subject to 
ratification by certain other powers). 

7. Fourth stage. — The fourth stage is represented 
by the work of the Special Committee for the Regula- 
tion of the Trade in and the Private and State 
Manufacture of Arms and Implements of War, set up 
Dy the Disarmament Conference and usually known 


as the Arms Committee. It should be noted in this 
connection that in the earlier stages of the Confer- 
ence the problems of arms manufacture and trade 
were regarded as altogether secondary to that of 
disarmament. It was not therefore until September, 
1932, that the Arms Committee was constituted. 
After reporting in 1932 and recording the same 
differences of opinion as had been previously en- 
countered the committee was instructed to resume 
its work and in particular to consider how equality 
of treatment might be attained between producing 
and non-iproducing countries, between the various 
high contracting parties and between state and 
private manufacture. As this committee had not 
reported in March, 1933, no mention of arms manu- 
facture and trade was made in the British Draft 
Disarmament Convention. It was however well 
understood that the eventual convention would have 
to include provisions to deal with these matters, and 
the Draft Convention was accepted in June, 1933, 
by the Conference as the basis of the future Dis- 
armament Convention with an express stipulation to 
this effect. 

8, The Arms Committee submitted a Progress Re- 
port in June, 1933, which in fact demonstrated 
clearly how little progress had been made. The 
General Commission of the Conference to which the 
report had been submitted did not meet again until 
October, 1933, when it had to deal with the situation 
created by the withdrawal of Germany. Diplomatic 
conversations were undertaken in an effort to clear 
up the situation, but without avail, and the General 
Commission met in May, 1934, to decide upon the 
future of the Conference. It was at this meeting 
that the United States representative made .an im- 
portant declaration on the willingness of his govern- 
ment “ to work out by international agreement an 
effective system for the regulation of the manu- 
facture of and traffic in arms ”. 

9. By the time this point in the proceedings of the 
Conference was reached the whole position had 
changed. .The possibility of reaching agreement on 
reduction or limitation of armaments had receded 
into the background and the energies of the Con- 
ference were being directed towards finding certain 
subjects on which it might be possible to agree pend- 
ing the outcome of further direct exchanges of view 

* See Appendix II, p. 569. 
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between governments on the main problem. Among 
these subjects was that of arms manufacture and 
trade, agreement on which became an immediate 
objective of the Conference instead of being a 
secondary consideration. The initiative of the United 
States, which was welcomed and seconded by the 
United Kingdom representative, gave fresh impulse 
to the study of the question and the Arms Com- 
mittee met early in June, 1934, to consider a 
memorandum put forward by the United States 
Delegation. The ensuing weeks saw greater progress 
towards general agreement than had been achieved 
hitherto. Early in July, 1934, the Committee re- 
ported and annexed to their report a set of articles, 
generally known as “ The Geneva Articles ”, which 
were intended for insertion into a Disarmament 
Convention. They were based on the principles of 
national responsibility for arms manufacture and 
trade, equality of treatment as between state and 
private manufacture and as between producing and 
non-producing countries, and international publicity 
and supervision. 

10. These articles were referred to the Governments 
represented on the Conference for detailed study. 


At the meeting of the Bureau of the Conference in 
November, 1934, it was decided, pending a settle- 
ment of the main problem of disarmament, to pro- 
ceed with the negotiation of seiparate instruments, 
which could, if necessary, be brought into force in- 
dependently, dealing with arms manufacture and 
trade, publicity of national defence expenditure and 
the constitution of a permanent disarmament com- 
mission. At this meeting the United States Delega- 
tion put forward a set of draft articles covering arms 
manufacture and trade and the permanent disarma- 
ment commission. Those articles were considered by 
the Arms Committee at Geneva in February, March 
and April, 1935, with "the result, broadly speaking, 
that the divergencies of view were narrowed down 
to two aspects of. the question viz., the degree of 
international publicity to be accorded to arms pro- 
duction and trade, and the method of supervision 
to be employed. The Committee reported in April, 
1935, and the report is being considered by the 
governments represented at the Disarmament Con- 
ference. It is contained in League of Nations docu- 
ment Conf. D.168, which is in the hands of the 
Royal Commission. 


PART II 


11. The foregoing historical sketch will serve to 
show the background of the whole question. It is 
proposed in the ensuing paragraphs to explain the 
attitude of His Majesty’s 'Government in regard to 
the existence of, and the remedies for the “ grave 
objections ” to the private manufacture of arms 
and the “ evil effects ” attendant upon it which 
are mentioned in Article 8 (5) of the Covenant. 
It is then proposed to note certain complementary 
conclusions which His Majesty’s Government have 
reached as a result of their study of the subject and 
of the experience they have gained in recent years. 
It is inevitable that these sections of this memoran- 
dum should also be to some extent historical. In 
the final sections, however, an attempt is made 
first to show the attitude of His Majesty’s Government 
towards the latest international effoi't to solve the 
problem, which is represented by the United States 
Draft Articles (see paragraph 10 above), and 
secondly to give the Royal Commission some idea of 
the lines on which His Majesty’s Government con- 
sider that this problem should be dealt with. 

ATTITUDE OF HIS MAJESTY’S GOVERNMENT. 


“ (i) Tho nature and extent of the ‘ grave ob- 
jections ’ of a national or international character, 
to the private manufacture of arms etc. 

“ (iii) Any possible obstacles to the conolusion 
of international agreements on the control of the 
private manufacture of arms. 

“ (v) The provisions which should be inserted in 
any convention on the subject ”. 

15. The replies of His Majesty’s Government which 
were drawn up by a sub-committee of the Committee 
of Imperial Defence under the Chairmanship of Lord 
Cecil .were : — 

“ (i) So far as this country is concerned the 
British Government are not aware of any ‘ grave 
objections ’ of a national character. As regards 
objections of an international character the British 
Government do not know of any that are peculiar 
to private manufacture. In any case the Conven- 
tion for the Supervision of the International Trade 
in Arms and Ammunition and in Implements of 
War, signed at Geneva on June 17th 1925, when 
in force, will deal with the international aspects ’’. 


12. It will have been observed that the first stage 
in the study of the problem was carried out by 
the Temporary Mixed Commission which was com- 
posed of technical experts and not of government 
representatives. Governments, as such, were brought 
into the discussion on the formation of the Co- 
ordination Commission which first met in February 
1925. It was as a result of the deliberations of this 
Commission that the Committee of Inquiry was 
set up (see paragraph 4 above) and recommended 
that Governments should be approached with a view 
to ascertaining their opinions. This .was duly done 
by means of a questionnaire despatched to Govern- 
ments early in 1926. 

13. Grave objections to private manufacture. 

It will be recollected that the relevant passage in 
the Covenant which is quoted at the beginning of 
this memorandum refers first of all to the “ grave 
objections ” to which the private manufacture of 
armaments is open and secondly to the “ evil 
effects attendant upon such manufacture ”. The 
attitude of His Majesty’s Government on this matter 
has been consistent throughout the many years 
spent on the study of the .problem. It is best 
described by citing first of all the replies of His 
Majesty’s Government on three of the points in the 
questionnaire referred to in the preceding para- 
graph and secondly by quoting the views placed on 
record by His Majesty’s Government in the Progress 
Report submitted to the General Commission of the 
Disarmament Conference by the Arms Committee in 
June 1933. 

14. The three points in the Council Comrnittee’s 
questionnaire were: — 


“ (iii) There are no obstacles. 


“ (v) Any convention on the private manufac- 
ture of arms ammunition and implements of war 
should be based on the principles contained in The 
Firearms Act, 1920 ”. 

“ It is regarded as vital by the British Govern- 
ment that : — 

“ (a) The participation of all the principal 
manufacturing countries must be secured. 

“ (b) The scheme must not operate in time 
of war. 

“ (c) Control must be national and not inter- 
national ”. 

16. Evil effects attendant upon private manufacture. 

The views of the United Kingdom, Belgian, Ger- 
man, Italian, Japanese and United States Govern- 
ments in regard to the alleged evil effects attendant 
upon the private manufacture of arms were set forth, 
as stated above, in the Progress Report of the Arms 
Committee of .June 1933. They were as follows: — 


“ (1) The evil effects alleged to result from 
private manufacture fall roughly into two 
classes : 

“ (a) ‘ Misconduct ’ by individual concerns 
(interference with the Press, improper influence 
on Parliaments, etc.) 

“ (b) The supply of arms to undesirable quarters. 
“ Evil effects of the former class, if and where 
they exist, can be adequately dealt with by 
national legislation : evil effects of the latter class 
(which may also arise from state manufacture) 
.would be obviated by proper regulations for the 
international traffic in arms. 
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“ Such evil effects of all kinds as may result 
from the manufacture of arms, both state and 
private, will be automatically reduced by the ac- 
ceptance of an effective limitation and reduction 
of war material 

17. It may be convenient here to sum up and illus- 
trate the attitude of His Majesty’s Government as 
set forth in the foregoing quotations. 

(a) His Majesty’s Government, while expressing 
no views in regard to the existence in any particular 
part of the world of “ grave objections ” to private 
manufacture and evil effects ” attendant upon it, 
are not aware of any grave objections of a national 
character in the United Kingdom and they are of the 
considered opinion that such objections and evil 
effects, if and where they exist, can be dealt .with by 
a combination of national legislation and interna- 
tional regulation. 

(b) While convinced that the control of arms 
mianufacture and trade should be( a matter |of 
national responsibility. His Majesty’s Government are 
in favour of the conclusion of international agree- 
ments on the subject. The following quotation from 
a speech made in the House of Commons on 8th 
November, 1934, by Sir John Simon, Secretary of 
State for Foreign Affairs, provides proof, if any is 
needed, that this is the case. 

“ His Majesty’s Government like previous 
Governments are not able to agree with the view 
that the remedy for this situation lies in State 
monopoly. Neither national security nor the over- 
whelming needs of peace can be served by this 
method. The true method is by international 
agreement. We have done and are doing our best 
most energetically to promote such international 
agreement and strict regulation and control by 
every State in which arms are manufactured and 
exported.” 

(c) In the view of His Majesty’s Government a 
convention dealing with the manufacture of and 
trade in arms can only come into force with the 
participiation of all the principal manufacturing 
countries. This view it may be mentioned received 
endorsement in an unanimous report by the Economic 
Committee of the League of Nations in 1924. 

(d) The evil effects of an international character 
which are alleged to be attendant on the private 
manufacture of and trade in arms are not confined 
to private manufacture. They can and should be 
dealt with by proper international regulations. The 
ratification by His Majesty’s Government of the 
1925 Arms Trade Convention furnishes a proof that 
they have been and are ready to deal with this 
aspect of the problem on international lines. 

(e) An effective international convention for the 
reduction and limitation of armaments would by lay- 
ing down limits for each high contracting party, 
tpio facto remove any inclination on the part of 
any power to indulge in competitive arming and 
would thus act as a powerful agent for the reduc- 
tion of the evil effects of all kinds of both state 
and private manufacture of arms. 

CONCLUSIONS REACHED BY HIS MAJESTY’S 
GOVERNMENT AS THE RESULT OF THEIR 
STUDY OF THE SUBJECT AND OF THEIR 
EXPERIENCE DURING RECENT YEARS. 

18 . The experience gained by His Majesty’s 
Government during the international discussions of 
the last fourteen years has shown that the problems 
of arms manufacture and of arms trade cannot be 
dealt with separately. An attempt was made to 
separate them in 1924 (see paragraph 3 above). 
This effort resulted in the 1925 Arms Trade Con- 
vention which was signed or acceded to by thirty- 
eight states. Of these only twelve states ratified it, 
viz., the United Kingdom, China, Denmark, Egypt, 
France, Latvia, Netherlands, Poland, Spain, Sweden, 
Venezuela and the United States of America: and 
three have acceded to it, viz., Australia, Iraq and 
Liberia. The ratification of His Majesty’s Govern- 
ment was to become effective on ratification of the 
Convention by nine of the principal arms manufac- 


turing countries, i.e. Austria, Belgium, Czecho- 
slovakia, Germany, Italy, Japan, Spain, Sweden and 
the United States of America. Despite the efforts 
put forward by His Majesty’s Government to per- 
suade these powers to follow their example only 
three of the countries in question, Spain, Sweden 
and, very recently, the United States of America 
have actually ratified it. The Convention therefore 
is, in fact, a dead letter. It is, moreover, likely to 
remain so because it does not provide equal treatment 
for producing and non-producing countries. Inci- 
dentally, the Convention created a number of special 
zones which rendered it inacoeptable to Iran in 
particular. But the main objection to it lay in the 
fact that it provided for a certain degree of publicity 
to be accorded to war material exported by any of 
the High Contracting Parties. This would have had 
the effect of putting non-producing countries under 
a disadvantage in comparison with producing 
countries in that the steps taken by the former to 
fulfil their defence requirements would have been 
a matter of public knowledge while those taken by 
the latter would have remained secret. It is not 
surprising therefore that the purchasing countries 
were unanimous in maintaining that control of 
trade must be accompanied by control of manufac- 
ture. This state of affairs has convinced His 
Majesty’s Government that equal treatment, so far 
as .this is feasible, must be accorded by any con- 
vention to both producing and purchasing countries. 
The latter are and must inevitably remain to a 
certain extent in a position of inferiority in regard 
to the former in that the amount of their purchases 
is naturally known in the markets where they are 
made. But it is the present aim of His Majesty’s 
Government to minimise this natural disadvantage 
as far as possible and they are consequently in 
favour of a convention which will provide for con- 
trol and publicity for both manufacture and trade. 

19 . Secondly, His Majesty’s Government have 
reached the conclusion that any convention provid- 
ing for control by means of publicity for arms manu- 
facture must cover both state and private manufac- 
ture. Holding, as they do, that the evil effects of 
an international character attendant upon private 
manufacture may also arise from state manufacture 
they could reach no other conclusion. Moreover, 
were private manufacture alone to be subject to 
control by means of publicity, those countries with 
large state manufacture would be placed in a posi- 
tion of great advantage. 

20. Thirdly, the experience of His Majesty’s 
Government in recent years in connection with the 
international prohibition of the supply of arms to 
belligerent states has convinced them that it is 
only by the enforcement by all states of a uniform 
system of national control of arms manufacture and 
trade that any international action of the kind can 
possibly be effective. Every state should assume 
by legislative or other means the necessary power 
(as is now possessed by the United Kingdom) strictly 
to control the export of war material from its terri- 
tories. Every state should also possess the power 
to prohibit the transit of war material. In such 
conditions only will it be possible to rely on an 
effective prohibition of the supply of arms to any 
quarter of the globe should such action be interna- 
tionally decided upon. 

21 . Fourthly the history of international negotia- 
tions more particularly since the War, has clearly 
shown that success can only be achieved by slow 
degrees and by taking modest steps in the desired 
direction. Where only two or three powers are con- 
cerned progress may be relatively rapid but, as the 
number of powers involved increases, the difficulties 
also increase and the rate of progress becomes corre- 
spondingly slower. In the case of a convention for 
the control of arms manufacture and trade where 
the participation of all the principal manufacturing 
countries is essential the difliculty of securing agree- 
ment is immeasurably greater than in the case, for 
instance, of the Abyssinian Arms Treaty of 1930 
which was concluded between only four powers, has 
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been ratified and is now in force.* The length of 
time the .problem has been under discussion and the 
many checks and disappointments which have been 
encountered in the course of these years have con- 
vinced His Majesty’s Government that to attempt too 
much is only to incur failure once again. In any 
undertaking and more especially in international 
negotiations it is the first step that counts, and, in 
the view of His Majesty’s Government, it would re- 
present an achievement of great value if all the 
principal manufacturing countries could agree to a 
convention which would entail the acceptance of the 
following principles : 

(1) Strict national control of arms manufacture 
and trade. 

(2) Publicity for arms produced, exported or 
imported. 

(3) Establishment of an international super- 
visory organ. 

(4) Responsibility to that international organ for 
the accuracy of returns of manufacture and trade 


UNITED STATES DRAFT ARTICLES. 

22. Moved by these considerations His Majesty’s 
Government not only welcomed the initiative taken 
by the United States Delegation in May, 1934, in 
making an agreement on arms manufacture and 
trade one of the immediate objectives of the Disarma- 
ment Conference, but found themselves in general 
agreement with the Draft Articles submitted to the 
Bureau of the Conference by the United State* 
Delegation in November, 1934. 

23. As stated above, these Articles formed the 
subject of the deliberations of the Arms Committee 
of the Conference in February, March and April, 
1935, and a very considerable measure of agreement 
was reached. The Committee was unanimous in 
(a) considering that control on national lines of arms 
manufacture and trade, by means of a system of 
licences, was essential, (b) accepting the principle 
of equal treatment of producing and non-producing 
countries, (c) accepting the principle of equal trea^ 
ment of state and private manufacture of arms, 
(d) accepting the principle of publicity for all pro- 
duction, export and import of arms, (e) agreeing to 
thh desirability of establishing the Permanent Dis- 
armament Commission as an international super- 
visory organ and (/) accepting the principle of the 
responsibility of states to that organ for the accuracy 
of returns of arms manufacture and trade.- It was 
on the methods of giving effect to certain of these 
principles that agreement could not be reached. This 
was particularly the case in respect of the degree of 
publicity to be accorded to arms manufacture and 
trade and in respect of the method of supervision to 


* This is the only international treaty now in 
force regulating the supply of arms to any parti- 
cular part of the world. It was signed at Paris on 
21st August, 19^, by representatives of Abyssinia, 
France, the United Kingdom and Italy. Its con- 
clusion was rendered necessary by the non-ratifica- 
tion of the Convention of St. Germain of 1919 and 
of the Arms Trade Convention of 1925, Abvssinia 
having, on admission to the League of Nations 
undertaken to conform to the principles laid down 
former Convention, and having signed the 
latter Convention, which contained in Article 28 
a specific undertaking in regard to the special zones 
regime._ The preamble of this Treaty states that its 
object IS to ensure an effective supervision over the 
trade in arms and munitions in Abyssinia and the 
adjacent territories so that the Emperor of Abyssinia 
might obtain all the arms necessary for the defence 
of his country and for the preservation of internal 
order and that it might be possible to prevent the 
menace to the peace of Abyssinia and of the adjacent 
territories of the other three powers which is caused 
by the acquisition of arms and munitions by un- 
authorised persons. The Treaty provides for the 
import of arms into Abyssinia only by the express 
authonsation of the Abyssinian Government, for the 
special marking of any firearms imported and for 
the publication of periodical returns of exports and 
iniports of arms and ammunition from or into 
Abyssinia. It should be remarked that if at any 
time the attitude or disturbed condition of Abyssinia 
constitutes a threat to peace or public order the 
authorities of the adjacent territories can refuse 
to authorise the transit of war material. 


by the Permanent Disarmament 


be exercised 
Commission. 

+1 o'' P'^ovisions.— As regards publicity, 

the United ^ States Draft Articles provided, on the 
manufacturing side, for the communication to the 
Permanent Disarmament Commission of all orders 
for war material received by state and private 
factories and of returns of production, giving 
quantities of weapons produced. Similarly, on the 
trade side, provision was made for the communica- 
tion to the Permanent Disarmament Commission of 
copies of export and import permits, which would 
give the actual quantities of weapons ordered, and 
of returns, also giving quantities, of all exports and 
imports effected. It should be remarked that during 
the deliberations of the Committee these proposals 
were expanded and extended, at the instance of the 
French Delegation, until they became a most com- 
plicated system whereby the whole process of arms 
manufacture and supply would be controlled from 
the time an order for war material was contemplated 
until the weapons concerned were actually delivered 
to defence forces. 

25, His Majesty’s Government consider that the 
original United States proposals, and a fortiori the 
system advocated by the French representatives on 
the Arms Committee, would involve a degree of 
publicity inappropriate to a convention which does 
not provide for any limitation of armaments, and 
known to be unacceptable to some of the manu- 
facturing powers. It might well be that if the 
Articles under discussion ever came to form part of 
a general convention for the limitation of armaments 
detailed publicity of arms production and trade would 
be desirable in order that some check might be kept 
on the observance of quantitative or qualitative 
limits. For present purposes, however, the only 
publicity required is that which would give to the 
world sufficient information of the general trend of 
the production and movements of war material. 
Moreover His ^lajesty’s Government are convinced 
of the desirability of securing international accept- 
ance of the principle of publicity for arms manu- 
facture and trade and they are equally convinced 
that oyer-elaboration of the methods to be employed 
in giving effect to that principle will only defeat its 
own ends by inevitably leading to the rejection of the 
principle itself. They have accordingly proposed 
a system of publicity for the purposes of this con- 
vention which is simple, entirely adequate for the 
purpose in view, likely to prove internationally 
acceptable and entails the acceptance of the basic 
principle. It consists of provisions for (1) an advance 
annual return by each signatory showing the pro- 
grarnme of exipenditure during the year under each 
heading of the various categories of war material,* 
(2) a quarterly return of the total value, under each 
heading of the categories, of the war material pro- 
duced during the preceding quarter; and (3) a 
quarterly return of the total value, under each 
heading of the categories, of the war material im- 
ported and exported during the previous quarter, 
showing the countries of origin and destination. 

26. Method of supervision. — As regards super- 
vision, the United States Articles, as amended by 
the United States Delegation shortly after the Arms 
Committee began its sessions, provided for a some- 
what over-elaborate and complicated scheme whereby 
regional committees would be constituted by the 
Permanent Disarmament Commission at Geneva and 
would be entrusted with the task of carrying out, 
each in its allotted geographical sphere, a system of 
permanent and automatic supervision with local 
inspections. For the purpose of these inspections 
the committees or their representatives would have 
powers to visit and investigate the storage and 
shipping departments of factories and the war 
material contained therein, and to examine on oath 
officials and other persons. Here again the French 
Delegation sought to extend the scope of these pro- 
posals by advocating the appointment of resident 
inspectors in each of the signatory states as repre- 
sentatives of the Permanent Disarmament Com- 
mission. 


* See Article 4 on page 578. 
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27. His Majesty’s Government have made it clear 
on numerous occasions in the past that they are 
prepared to accept a system of permanent and auto- 
matic supervision as part of a general convention 
for the limitation of armaments. They have recog- 
nised that the obligations entailed by such a con- 
vention would be of a kind which might well demand 
the application of permanent and automatic super- 
vision w'ith local inspections, and despite the great 
technical difficulty, not only of devising a satisfactory 
system, but of applying it, they are willing to accept 
it if thereby they can promote that international 
agreement on the limitation of armaments which 
remains the object of their policy. 

28. The obligations, however, which are entailed 
by a convention for the control of arms manufacture 
and trade are very different. Here there would be 
no question of limiting armaments either quali- 
tatively or quantitatively. The obligations of the high 
contracting parties towards each other and towards 
the international supervisory organ would consist of 
the application by themselves within their own terri- 
tories of a uniform system of national control r.f 
arms mamifacture and trade and the rendering of 
certain ijeriodio documentary returns. Such a con- 
vention would, in the view of His Majesty’s Govern- 
ment, call for a different type of supervision from 
that which might be desiriible in connection with a 
general convention for the limitation of armaments. 
For this reason His Majesty’s Government do not 
consider the system contained in the TTnited States 
proposals as altogether suitable and they have 
devised a modified form of supervision which is not 
only adequate for the iJurposes of this convention 
but would, they believe, prove internationally accept- 
able. It would consist of documentary supervision 
at Geneva, where the Permanent Disarmament Com- 
mission would examine the information communi- 
cated to it and would have the right if it so desired 
to request the high contracting parties to supply it 
with further particulars or explanations either in 
writing or verbally. For this purpose the Com- 
mission could ask that accredited representatives of 
governments sho\ild appear before it. Furthermore, 
the Commission would be entitled to hear or con- 
sult any expert or other person who might be in a 
position to throw light on any question which it might 
be examining.’* Should the Commission have reason to 
believe that the information supplied to it was incom- 
plete or inaccurate it would have the power to call 
the state concerned to account. The latter, on being 
thus approached, would be bound to furnish the 
Commission with such explanations as might be 
necessary to establish the facts. The Commission 
would thereafter draw up a reasoned report setting 


forth the results of its inquiry. This report would 
be immediately communicated to the Council of the 
League of Nations and to the high contracting 
parties. 

TEXT OF CONVENTION FAVOURED BY HIS 
MAJESTY’S GOVERNMENT. 

29. As stated above (see paragraph 17 (b) ) His 
Majesty’s Government are in favour of the con- 
clusion of an international agreement regarding 
arms manufacture and trade. It might in these cir- 
cumstances be of assistance to the Royal Commission 
to reproduce the text of such a convention as would, 
in the view of His Majesty’s Government not only 
attain the object set forth in paragraph 17 (a) 
above of dealing with the “ grave objections ” to 
the private manufacture of arms and the “ evil 
effects ” attendant upon it, if and where they exist, 
but would (1) ensure that the world should have 
timely information of the increase of the arma- 
ments of any country whether by import or manu- 
facture, would (2) provide the machinery for the 
immediate imposition of an effective embargo on 
the export and import of arms, if and when such 
action should be internationally agreed upon, and 
would (.3) constitute an international supervisory 
organ. It should be added that, in the view of 
His Majesty’s Government a convention of this 
nature should be supplemented by a separate con- 
vention or protocol providing for publicity of 
national defence expenditure. A draft convention 
with which His Majesty’s Government are in general 
agreement has been prepared by the Technical Com- 
mittee on National Defence Expenditure set up by 
the Disarmament Conference. The text of this 
draft convention is appended as an Annex* to this 
memorandum . 

30. The text which follows is that submitted to 
the Bureau of the Disarmament Conference by the 
United States Delegation in November, 1934, as pro- 
visionally amended by the United Kingdom Dele- 
gation in the course of the work of the Arms Com- 
mittee in February, March and April, 1935. It is 
not by any means a final text as it is the result of 
a first reading only of the original United States 
proposals. It will, however, give the Royal Com- 
mission a clear idea of the general lines on which 
His Majesty’s Government consider that the problem 
could best be dealt with. It might be added that 
their views on this question are shared, in general, 
by the Italian and Japanese Governments and to a 
large extent by the Polish Government. Explanatory 
notes are appended to certain articles where the 
meaning or object of any particular provision seems 
to need elucidation or illustration. 


DRAFT ARTICLES FOR THE REGULATION AND CONTROL OF THE MANUFACTURE OF AND 

TRADE IN ARMS 

{Being the Draft Articles submitted to the Bureau of the Disarmament Conference bg the United States 
Delegation in November, 1934, as provisionallij amended by the United Kingdom Delegation). 


Preamble. 

The High Contracting Parties, 

Recognising their entire responsibility for ensur- 
ing that the manufacture of and trade in arms and 
implements of war are only conducted in their terri- 
tories in conditions which will safeguard public in- 
ternational order and will facilitate, in particular 
cases, the prompt enforcement of any international 
action which may be agreed upon with a view to 
preventing or restricting the supply of arms and 
implements of war — 

have decided to conclude a convention with the 
following objects : 

(i) The national control of the manufacture, ex- 
port and import of arms, in various countries; 

(ii) International publicity at Geneva for manu- 
facture, export and import of arms ; 

(iii) Providing the machinery for the immediate 
imposition of an effective embargo on the export 

* See note on Article 26 on page 581. 


of arms, if and when such action should be inter- 
nationally decided upon. 

Note . — It will be observed that the objects 
and scope of the convention are thus clearly 
set forth. The principle of complete national 
responsibility is emphasised. 

Chapter I. 

Article 1. 

Each High Contracting Party assumes, in the terri- 
tories under its jurisdiction, full responsibility for 
the supervision which is to be exercised over the 
manufacture of and trade in articles coming under 
Categories I to V of Article 4, with a view to ensur- 
ing the regular commtmication and the accuracy of 
the documents for publicity provided for in the 
present Convention. 

Note . — This article lays down clearly the scope of 
the responsibility assumed by each of the high con- 
tracting parties. It was unanimously adopted by 

the Arms Committee. _ 

* See p. 583. 
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Article 2. 

The High Contracting Parties will take the neces- 
sary legal steps to ensure in the strictest manner 
the execution of the proWsions of the present Con- 
vention. 

They will forward to the Permanent Disarmament 
Commission the text of all Laws, Regulations or 
other legal provisions which have been, or may be 
. enacted for this purpose, and of any amendments 
or additions thereto that they may make. 

Note. — This article ensures that states will have 
the necessary legal and constitutional powers to 
give effect to the Convention. It was unani- 
mously adopted by the Arms Committee. 

Article 3. 

The High Contracting Parties undertake to con- 
form to the measures set forth in Chapter IV for 
ensuring the execution of the present Convention. 
Note. — ^This text differs from that favoured by 
the majority of the Arms Committee which ex- 
pressly referred to permanent and automatic 
supervision. 

Article 4. 

For the purposes of the present Convention, five 
categories of arms and implements of war are estab- 
lished as follows ; — 

C.4TEGORY I. 

Military jirmanients. 

Arms, ammunition and implements of war, designed 
or intended for land, sea or air warfare, until such 
time as they may form part of the material coming 
under Categories II or III. 

1. Rifles and carbines, and their barrels and bolts. 

2. Machine-guns, automatic rifles and machine 
pistols of all calibres, and their barrels and bolts. 

3. Guns, howitzers and mortars of all calibres and 
their mountings, barrels, recoil mechanisms and 
recuperators. 

4. Ammunition for the arms enumerated under 1 
and 2 above ; filled and unfilled projectiles for the 
arms enumerated under 3 above, and prepared pro- 
pellant charges for these arms. 

5. Grenades, bombs, torpedoes and mines — filled or 
unfilled, and apparatus for their use or discharge. 
Periscopes for submarines. 

6. Tanks, armoured vehicles and armoured trains 
and armour and bullet proof plates shaped for these 
vehicles. 

Category II. 

Naval Armaments. 

Vessels of war of all kinds, including aircraft-car- 
riers and submarines and their arms, ammunition 
and implements of war mounted on board and form- 
ing part of their normal armament. 

Category III. 

Air .Armaments. 

1. Aircraft, assembled or dismantled, both heavier 
than and lighter than air, which by reason of their 
design or construction are adapted or intended either 
for military or naval reconnaissance, or for aerial 
combat by the use of machine guns or artillery, or 
for the carrying and di'opping of bombs, or which are 
equipped with or prepared for any of the arms or 
appliances referred to in paragraph 2 below. 

2. Special guns and machine guns for aircraft, 
and their gun mounts and frames. 

Bomb racks and torpedo carriers, and bomb or 
torpedo release mechanisms. 

Category IV. 

Arms and ammunition capable of being used 
for both military and non-military purposes. 

1. Revolvers and automatic pistols provided the 
weight of the weapon is over 630 grammes (1 lb. 

6 ozs.) and ammunition therefor. 

2. Firearms designed, intended or adapted for non- 
military purposes such as sport or personal defence 
that will fire ammunition that can be fired from 
firearms in Category I. 


Category V. 

1. Aircraft, assembled or dismantled, both heavier 
than and lighter than air, other than those included 
in Category III. 

2. Airscrews, fuselages, hulls, tail units and under- 
carriage units. 

3. Aircraft engines. 

4. The following essential component parts of air- 
craft engines covered by paragraph 3 above : crank- 
shafts, cylinders, superchargers. 

IV^ofe.— These categories of arms obtained general 
support in the Arms Committee but it may prove 
necessary eventually to re-arrange them to some 
extent, more particularly in order to bring them 
into line with the proposals for publicity of national 
defence expenditure (see Annex*). 

Chapter II. 

Provisions for the Manufacture of Arms and 
Implements of War. 

Article 5. 

The High Contracting Parties undertake to forbid, 
in the territories under their respective jurisdictions* 
the manufacture of arms and implements of war (as 
set forth in Categories I, II and III of Article 4), 
unless the manufacturers have, in the case of private 
establishments, obtained a licence, and in the case 
of state establishments, an authorisation, to manu- 
facture, issued by the Government. 

Note . — This Article was unanimously adopted by 
the Arms Committee subject to reservations by the 
Italian and Japanese Delegations in regard to the 
issue of authorisations to state factories. It does 
not in fact appear to be necessary that the issue 
of such authorisations should be obligatory. The 
provision however was inserted partly in order to 
carry to its logical conclusion the principle of equal 
treatment for both state and private manufacture, 
but principally to ensure that all factories should 
be included within the scope of the Convention 
regard being had to the fact that in some countries 
there exist establishments in which there is both 
state and private participation. 

Article 6. 

The licence to manufacture will be valid for a 
period not exceeding (five years) ; it will be revocable 
at any time, and will be renewable for further 
periods of (five years) or less than (five years) by 
decision of the Government. 

It will give : 

(1) the name and address of the manufacturer 
or the name, head ofliee and principal works of 
the firm; 

(2) a designation of the articles, by the headings 
of Categories I, II and III in Article 4, the manu- 
facture of which is authorised by the licence. 

Note . — This Article ensures that governments 
shall have the power to revoke or renew licences 
to manufacture. It will be observed from this 
and from the preceding Article that it is left 
to individual governments to lay down the quali- 
fications of manufacturers and the conditions on 
which licences to manufacture shall be issued, 
revoked or renewed. This Article as it stands 
was adopted unanimously by the Arms Com- 
mittee. The majority of the Committee was 
however in favour of the addition of a para- 
graph providing for the communication to 
governments by manufacturers of all orders 
received by them. 

Article 7. 

The High Contracting Parties in so far as it 
pertains to their respective jurisdictions, will send 
to the Permanent Disarmament Commission : 

A. Within three months after the entry into force 
of the Convention, a list of the state establishments, 
manufacturers of articles appearing in Categories I, 
II and III of Article 4, specifying for each : 

(1) the name and location of the establishment; 


See p. 583. 
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(2) the designation by headings of the articles 
the manufacture of which is authorised, 
and thereafter, within thirty days after their occur- 
rence any changes in the information required under 
(1) and (2). 

B. Within three months from the enti-y into force 
of the Convention, a copy of the licences to manufac- 
ture already issued to private establishments, within 
the thirty days following the end of each quarter, a 
return, even if blank, showing copies of all licences 
to manufacture granted, amended, renewed or re- 
voked during the previous quarter. 

C. At the beginning of the financial year (on a 

date to be determined) : a return showing, by head- 
ings, for headings . . . . (to be determined) and 

by a total figure for the remaining headings, the 
national defence expenditure proposed in respect 
of the manufacture and purchase of articles in Cate- 
gories I, II and III of Article 4. 

D. Within sixty days of the end of the quarter, 
a quartei-ly return of the total value, under each 
heading of the categories in Article 4, of the articles 
the manufacture of which has been completed during 
the previous quarter, distinguishing in the case of 
articles under Category V — headings 2, 3 and 4, 
between those manufactured for the State and those 
manufactured for other purposes. 

E. — 1. Within thirty days of the laying down of 
each war vessel laid dow'n in State or private ship- 
yards in the territories under their jurisdiction, 
whether on behalf of the Government in whose terri- 
tory the vessel is being constructed or of any other 
Government, a return giving the information de- 
tailed below : 

The date of laying down the keel and the follow- 
ing particulars : 

Classification of the vessel and for whom built; 

Standard displacement in tons and metric tons; 

Principal dimensions, namely, length at water- 
line, extreme beam at or below water-line; 

Mean draught at standard displacement ; 

Calibre of the largest gun. 

2. Within thirty days of date of completion of each 
war vessel, a retui-n giving : 

The date of completion together with the fore- 
going particulars relating to the vessel at that date. 

Note . — This Article sets forth the publicity pro- 
visions in respect of manufacture or purchase (see 
paragraph 25 of this memorandum). It will be 
observed that publicity for vessels of war (para- 
graph E) is by quantities and not value as is the 
case with other weapons. Vessels of war are, how- 
ever, subject to a certain degree of limitation in 
virtue of the naval treaties now in force. The 
opening phrase of the Article, paragraph B, and 
paragraph E, were adopted unanimously by the 
Arms Committee. 

Chapter III. 

Provisions concerning the Trade in Arms and 
Implements of War. 

Article 8. 

The High Contracting Parties undertake to pro- 
hibit, in the territories under their jurisdiction, the 
export of articles in Categories I to V inclusive, 
of Article 4, and the import of Articles in Categories 
I to III inclusive, of Article 4, without an export 
or import permit (declaration) issued by the Govern- 
ment. 

The High Contracting Parties undertake to issue 
transit certificates in accordance with the stipula- 
tions of Article 16 (a) in respect of exports of articles 
in Categories I, II and III of Article 4 passing 
through the territories of third countries on their 
way to their authorised destinations. 

The export permit (declaration) shall contain : 

(a) A description of the articles in Categories I 

to V inclusive, the shipment of which is authorised, 
their number, aggregate weight and type (calibre 
for guns, tonnage for tanks, unladen weight and 
engine power for aircraft, etc 

(b) The name and address of the exporter with 
a reference to the authority to manufacture, • if 
any. 


(c) The name and address of the importing con- 
signee, with a reference to the import permit for 
articles in Categories I, II and III. 

The import permit shall contain; 

(a) A description of the articles in Categories I 

to III inclusive, the import of which is authorised, 
their number, aggregate weight and type (calibre 
for artillery, tonnage for tanks, unladen weight 
and engine power for aircraft, etc ). 

(b) The name and address of the importing 
consignee. 

Note . — This Article provides for a system of 
licensing for export and import and lays down 
what particulars should be included in the per- 
mits issued ill respect of the exports from 
private establishments and in the declarations 
issued in respect of those from state establish- 
ments. It also laj’s down the particulars which 
should be included in the import permits. These 
particulars are necessary for purposes of national 
control and there is nothing to prevent govern- 
ments from laying down that such permits or 
declarations should contain information addi- 
tional to that provided for in this Article. It is 
not intended that these permits should be pub- 
lished like the manufacturing licences and 
authorisations as, were this done, the purchasing 
countries would be under a disadvantage in com- 
parison with the producing countries. 

Article 8 (a). 

{Article dealing with licensing of agents.) 

Note . — The Swedish Delegation on the Arras 
Committee put forward with the support of the 
Danish, Spanish and Swiss Delegations the text 
of an Article making all occupation in the capacity 
of agents for the sale of certain categories of arms 
conditional upon the grant of a special government 
licence (see page 16 of League of Nations docu- 
ment Conf. D.168). This article has not yet been 
discussed at Geneva and His Majesty’s Government 
are examining it to see if it can be accepted. 
The principle underlying the proposal appears to 
be worth serious consideration. 

Article 9. 

The High Contracting Parties, in so far as it per- 
tains to their respective jurisdictions, will forward 
to the Permanent Disarmament Commission within 
60 days of the end of each quarter a quarterly re- 
turn giving the total values of the articles, under 
the headings of the Categories in Article 4, imported 
and exported during the previous quarter, showing 
countries of origin and destination and distinguish- 
ing in the case of articles in Category V — headings 
2, 3, 4 — between those exported to or import^ 
by a Government for its own use, and those exported 
or imported for use by private persons. 

Note . — ^This Article contains the publicity pro- 
visions in respect of export and import (see para- 
graph 25 of this memorandum). The passage from 
the words “ and distinguishing . ...” to the end 
of the Article is intended to deal with component 
parts of aircraft and aircraft engines which might 
be destined for use in military machines. This 
remark also applies to an analogous passage in- 
Article 7D. 

Article 10. 

The High Contracting Parties undertake that the 
export of articles in Categories I, II and III shall 
be for direct supply to the Government of the im- 
porting State, or with the consent of such Govern- 
ment, to a public authority subordinate to it. 

Article 11. 

Nevertheless, export for supply to private persons 
may be permitted in the following cases : 

(1) Articles covered by Categories I, II and III 
exported direct to a manufacturer of war material 
for use by him for the requirements of his industry, 
provided their import has been duly authorised by the 
Government of the importing country. 

(2) Rifles and carbines and their ammunition ex- 
ported for supply to rifle associations formed for the 
encouragement of individual sport and duly 
authorised by their own Government to use them 
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provided their import is not contrary to any other 
provisions of the present Convention; such arms 
and ammunition shall be sent direct to the Govern- 
ment of the importing country for transmission bj' 
such Government to the associations for which they 
are supplied. 

(3) Samples of articles covered by Categories I, II 
and III, exported for demonstration purposes direct 
to a trade repi-esentative of the exporting manu- 
facturer, provided such representative is duly 
authorised by the Government of the importing 
country to receive them. 

Article 12. 

The High Contracting Parties undertake, in the 
territories under their jurisdiction, not to export or 
permit the export of the articles covered by 
Category IV of Article 4 without the export permit 
referred to in Article 8, Chapter III. 

If, in respect of the import of these articles, the 
legislation of the importing country requires the 
endorsement of a duly authorised representative of 
its Government and if this fact has been notified 
by the said Government to the Government of the 
exporting country, then such an endorsement must 
have been obtained and submitted to the competent 
authorities of the exporting country before the ex- 
port may take place. 

Article 13. 

The High Contracting Parties undertake, in the 
territories under their jurisdiction, not to export or 
permit the export of the articles covered by 
Category V of Article 4 unless the export permit 
referred to in Article 8, Chapter III, has been issued 
by the Government of the exporting country. 

Note.— The preceding four Articles deal with 
the conditions in which signatory states may issue 
export permits. The substance of Article 13 which 
deals with Category V of Article 4 is in fact 
already covered by the first paragraph of Article 8 
but it is reinserted here for purposes of balance 
as the other four Categories of Article 4 are dealt 
with specifically in Articles 10, II, and 12. 

Article 14. 

W ithin thirty days of the end of each quarter the 
High Contracting Parties shall furnish a return in 
resipect of each vessel of war acquired during that 
quarter, other than vessels of war constructed for 
such High Contracting Parties within their respective 
jurisdictions. 

This return shall contain the following informa- 
tion : 

(I) Date of acquisition; 

(II) Classification of the vessel and from whom 
acquired ; 

(III) Standard displacement in tons and metric 
tons ; 

(IV) Principal dimensions, namely : 

length at waterline; 

extreme beam at or below waterline; 

(V) Mean draught at standard displacement; 

(VI) Calibre of the largest gun. 

Nofe. — This Article is intended to cover the 
purchase of vessels of war from non-contracting 
states or of vessels of war not constructed to the 
order of the purchasing state. 

Article 15. 

The High Contracting Parties undertake not to 
apply a more favourable regime to imports of articles 
referred to in Article 4, coming from territories of 
non-contracting States, than that which they will 
apply to such imports coming from territories of 
contracting States, and to subject these imports, of 
whatever origin, and exports to non-contracting 
States, to the same conditions of authorisation and 
of publicity. 

Article 16. 

The following operations Shall not be regarded as 
exportation or importation within the meaning of 
the present Convention : 

(a) The shipment of articles coming under 
Categories I to V of Article 4 from a territory 
placed under the sovereignty, jurisdiction, protection 


or tutelage of a High Contracting Party, or from a 
territory in which a High Contracting Party enjoys 
special political or military rights under inter- 
national instruments, and intended for the use of 
the armed forces of such High Contracting Party 
wherever situated ; ’ 

(h) the transfer by the High Contracting Party 
concerned of articles coming under Categories I to V 
of Article 4 from a country to which such articles 
may have been shipped as provided for in paragraph 
(®)l 

(c) the carrying of arms or ammunition by per- 
sons belonging to the forces referred to in paragraph 
(a) or by other persons in the service of a High^Con- 
tracting Party, when such articles are required by 
those persons by reason of their duties or for their 
.personal defence; 

(d) the carrying of rifles, carbines, and the neces- 
sary ammnnition therefor, intended exclusively for 
their awn use, by members of rifle clubs, proceeding 
to marksmanship competitions authorised by their 
respective Governments ; 

(c) the movements of civil aircraft duly registered 
as commercial aircraft when effecting (1) commercial 
transport; (2) industrial or commercial flights: (S) 
tourist flights; 

(/) the carrying _ of arms or amiminition by the 
personnel of civil aircraft on international routes and 
intended for the defence of the passengers or per- 
sonnel of the aircraft. 

Article 16 (a). 

(«) The High Contracting Parties undertake to 
prohibit in the territories subject to their respective 
jurisdictions, the reloading, in the course of transit 
or transhipment, of arms, ammunition and imiile- 
ments of war as set forth in Categories I, II and 
III of Article 4, unle.ss there has been produced to 
the Customs authorities in the country of re- 
loading a certificate, issued by the Government of 
the exporting country, stating that valid export 
and import permits have been issued for the con- 
signment of the articles specified therein to a named 
destination. No such articles shall be allowed to be re- 
loaded for a destination other than that stated in 
the certificate without the issue of a new export 
permit. 

(5) The High Contracting Parties undertake to 
prohibit the overland carriage through the territories 
subject to their respective jurisdictions of arms, 
ammunition and implements of war as set forth in 
Categories I, II and HI of Article 4 unless there 
has been produced to their Customs authorities a 
certificate issued by the Government of the export- 
ing country similar to that mentioned in paragraph 
(a) above. No such articles shall be allowed to be 
be conveyed out of their territories for a destination 
other than that stated in the certificate without the 
issue of a new export permit. 

(c) The certificate mentioned in paragraphs (a) 
and (6) of this article shall contain the following 
details : — 

(1) A reference to the export and import permits 
in virtue of which the shipment is made. 

(2) A designation of the arms, ammunition and ' 
implements of war by the headings of the cate- 
gories in Article 4. 

(3) The destination of the articles and the name 
and address of the consignee. 

The certificate will accompany the consignment to 
which it refers and will be retained by the Govern- 
ment of the importing country. 

(d) The High Contracting Parties undertake to 
apply the provisions of this Article in such free 
ports and free zones as may be situated within the 
territories subject to their respective jurisdictions. 

(e) The High Contracting Parties will take the 
earliest opportunity of freeing themselves from any 
contractual obligations under which they may be 
towards noif-contracting countries, inconsistent with 
the stipulations of this Article and, in the meantime, 
but not for more than two years from the date of 
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ratification of this Convention, only those require- 
ments of this Article which do not conflict with those 
of such contractual obligations need be enforced. 

2yoig,_The object of this Article is to prevent 
the unauthorised diversion of consignments of arms. 
The responsibility of the country of transit is con- 
fined to seeing that consignments of arms are 
accompanied by the necessary transit certificates 
and that they are not unloaded and reloaded for 
despatch to destinations other than those authorised 
without the issue of fresh export and import 
licences. 


Article 16 (b). 


{Export Credits Article). 

Note . — His Majesty’s Government put before 
the Arms Committee the draft of an Article which 
ran as follows ; — 

“ The High Contracting Parties undertahe that 
they will not provide any form of State financial 
assistance for encouraging the export of any 
of the articles enumerated in the Categories in 
Article 4.” 

The principle on which this proposal was based 
was not unsympathetically received by the Arms 
Committee and was referred to a Committee of 
Jurists for closer study. In the latter Com- 
mittee doubts were expressed whether it would 
be proper for the Arras Committee to deal wrth 
a subject not necessarily in direct relation with 
the actual purpose of the Convention. Further 
examination of the problem was, however, not 
ruled out. The United Kingdom Delegation 
took note of the reasoned objections to which 
the proposal had given rise and undertook to 
reconsider it and possibly re-submit it in a re- 
vised form at a later stage. The matter is 
now under consideration by the competent De- 
partments of His Majesty’s Government.^ 

The main objections to the practical realisation 
of the proposal appear to be; 

(1) that it goes beyond the scope of the 
present convention; 

(2) that it would result in inequality of 
treatment as between states manufacturing 
their own arms and those relying on private 
industry ; 

(3) that it would be difficult if not impos- 
sible to cover all the indirect forms which 
state assistance might take ; 

(4) that in some cases the application of the 
principle would prevent states from aflrording 
financial assistance to commercial undertak- 
ings which manufacture arms only incidentally. 


Chaptek IV. 


Article 17. 

There shall be set up at the seat of the League 
of Nations a Permanent Disarmament Commission 
composed of representatives of the Glover^ents of 
the High Contracting Pai-ties. Each such Govern- 
ment shall appoint one member of the Conimission. 
Each member may be accompanied by substitutes 
and experts. -r, 

The Governments of the High Contracting Parties 
shall inform the 'Secretary-General of the League of 
Nations of the names of their representatives, sub- 
stitutes and experts on their nomination and on any 
changes being made. 

Article 18. 

It shall be the duty of the Commission _ to watch 
over the execution of the present Convention. 

Note . — These two Articles were adopted unani- 
mously by the Arms Committee. It is not intended 
that the duties of the Permanent Disarmament 
Commission shall for ever be confined to those set 
forth in Article 18. Provision is made later in 
the draft convention (see Article 32) for an ex- 
tension of the Commission’s duties. 


Article 19. 

The Commission may be assisted by experts chosen 
by itself, not being experts appointed by the High 
Contracting Parties to accompany their represen- 
tative's. 


Article 20. 

The members of the Commission, their substitutes 
and experts and the experts and agents of the Com- 
mission, when engaged on the business of the Com- 
mission, shall enjoy diplomatic privileges and im- 
munities. 

Article 21. 

The Secretary-General of the League of Nations 
shall provide the Secretary of the Commission. 

Note . — This and the preceding Article (20) were 
adopted unanimously by the Arms Committee. 

Article 22. 

The Commission shall set up committees of its own 
members, and shall determine their number, com- 
position, and functions. 

Note . — The majority of the Arms Committee 
while adopting this Article as it stands favoured 
the addition of three further paragraphs dealing 
with the constitution and composition of the 
regional committees (see paragraph 26 of this 
memorandum). 

Article 23. 

The Commission shall receive, co-ordinate, and 
carry out an examination of the information 
furnished by the High Contracting Parties in pur- 
suance of their obligations under the present 
Convention. 

Article 24. 

Within the limits of the obligations assumed in 
the present Convention, the Commission may request 
the High Contracting Parties to supply in writing 
or verbally any supplementary particulars or ex- 
planations in regard to the information furnished 
under the present Convention. 

Such requests shall normally be made through the 
representatives of the High Contracting Parties on 
the Commission. The High Contracting Parties agree 
to meet such requests, and to furnish the informa- 
tion desired through their representatives on the 
Commission or otherwise. 

Note . — The two foregoing Articles were adopted 
unanimously by the Arms Committee. The 
majority of the Committee, however, favoured the 
addition to Article 24 of a sentence necessitated 
by the more complicated scheme of supervision 
which it advocated. 

Article 25. 

The Commission may take into account any other 
information which may reach it from a responsible 
source and which it may consider pertinent to the 
execution of its functions. 

In all cases it will examine all information 
furnished by any member of the Commission. 

Note . — The second paragraph of this Article was 
adopted unanimously by the Arms Committee. 

Article 26. 

The Commission shall be entitled to hear or con- 
sult any person who is in a position to throw any 
light on the question which is being examined by the 
Commission. 

Note . — This does not mean the hearing of 
evidence offered by any volunteer who may come 
forward with information. It deals with the 
evidence of experts who by reason of their situa- 
tion are competent to give evidence on particular 
points which may be engaging the attention of the 
Commission. 

Article 27. 

No national of any High Contracting Party may 
be heard in virtue of Article 26, unless its repre- 
sentative on the Permanent Disarmament Commission 
shall have been duly notified in advance of such 
bearing and given an opportunity to be present 
thereat. 

Article 28. 

The Commission shall publish quarterly a return 
of the statistical data furnished under the provisions 
of Articles 7 and 9, and the results of its examina- 
tion of these data duly co-ordinated and showing the 
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situation as regards the manufacture export and 
import of the articles in Categories I to V. 

Note . — This Article was adopted unanimously by 
the Arms Committee. 

Article 29. 

Should the Permanent Disarmament Commission 
have reason to believe that an infringement of the 
present Convention has occurred, or that information 
supplied to it under the Convention by a High Con- 
tracting Party is incomplete or inaccurate the Com- 
mission will call \ipon the High Contracting Party 
concerned to supply it with such explanations as are 
necessary to establish the facts. 

The High Contracting Parties undertake to furnish 
these explanations, either verbally by responsible 
officials, or in writing, as desired by the Permanent 
Disarmament Commission. 

The Commission will draw up as soon as possible a 
report giving its reasons for the steps taken and the 
result of its examination in the matter. 

Note . — This Article sets forth the procedure for 
the Permanent Disarmament Commission in cases 
where it has reason to suspect the accuracy or 
completeness of returns rendered to it by signa- 
tory states (see paragraph 28 of this memorandum). 
The majority of the Arms Committee were in favour 
of a complicated system of permanent and auto- 
matic supervision with local inspections. This 
system, to which reference is made in paragraph 26 
of this memorandiun, is set forth on pages 25-30 
of the Committee’s report (League Document 
Conf. D.168) which has been communicated to the 
Royal Commission. 

Article 30. 

Each member of the Commission shall be entitled 
to require that, in any report by the Commission, 
account shall be taken of the opinions or suggestions 
put forward by him, if necessary in the form of a 
separate report. 

Article 31. 

All reports by the Commission shall be immediately 
communicated to the High Contracting Parties and 
to the Council of the League of Nations. 

Note . — The two foregoing Articles were adopted 
unanimously by the Arms Committee. 

Article 32. 

In addition to the duties assigned to it under this 
Convention, the Permanent Disarmament Com- 
mission wiU undertake such other duties as may be 
assigned to it hereafter by international agreement. 
Note . — This Article enables the Permanent Dis- 
armament Commission to undertake other duties 
than merely those which it would have in 
connection with this Convention. 

Article 33. 

Within the limits of its functions, the Commission 
shall supply the Council of the League of Nations 
with any information and advice which the Council 
may request of it. 

Article 34. 

The Commission shall meet for the first time, on 
being summoned by the Secretary-General of the 
League of Nations, within three months from the 
entry into force of the present Convention, to elect a 
provisional President and Vice-President and to draw 
up its Rules of Procedure. 

Article 35. 

Thereafter it shall meet at least once a year in 
ordinary session on the date fixed in its Rules of 
Procedure. 

It shall also meet in extraordinary session : 

1. When such a meeting is prescribed by the 
present Convention; 

2. If its Bureau so decides, either of its own motion 
or at the request of one of the High Contracting 
Parties ; 

3. At the request of the Council of the League of 
Nations. 


Article 36. 

Except in cases where larger majorities are pro- 
vided for under the present Convention or in the 
Rules of Procedure of the Commission, the decisions 
of the Commission will be taken by a majority of 
the members present and voting. 

A vote may only be taken on the adoption or 
amendment of the Rules of Procedure of the Com- 
mission if at least half of the High Contracting 
Parties are represented at the meeting. 

A majority of two-thirds of the members present 
and voting will be necessary for the adoption of the 
Rules of Procedure or amendments thereof. 

The Commission may only validly vote upon amend- 
ments of the Rules of Procedure provided that the 
subject of such amendments has been stated 
specially in the notice of meeting. 

Article 37. 

The general expenditure of the Commission shall 
form the subject of a special chapter in the budget 
of the League of Nations. 

The High Contracting Parties who are not members 
of the League shall bear a reasonable share of the 
said expenditure. An agreement to this effect will 
be reached between these parties and the Secretary- 
General of the Commission. 

The travelling expenses and subsistence allowances 
of the members of the Commission and their sub- 
stitutes and experts shall be paid by their respective 
Governments. 

The Commission shall draw up regulations relating 
to the expenditure necessitated by its work. 

Note . — The five preceding Articles were adopted 
unanimously by the Arms Committee. The 
majority of the Committee, however, favoured the 
addition of a paragraph to Article 35 dealing with 
the direction of the activities of the regional com- 
mittees of the Permanet Disarmament Commission 
(see note on Article 22 above). 

Chapter V. 

General Provisions. 

Note . — It will in all probability be necessary to 
have a Chapter of General Provisions. The 
following Articles were adopted by a .Jurists’ Com- 
mittee set up in March, 1935, by the Arms Com- 
mittee at Geneva. They will serve as a basis for 
future discussions but should only be regarded as 
being in preliminary draft form. 

Article a (Suspension of the Convention). 

In time of war and without prejudice to the rules 
of neutrality, the provisions of Articles * of 

the present Convention shall be suspended from 
operation until the restoration of peace so far as 
concerns the manufacture or consignment of articles 
that appear in Categories I to V inclusive, on behalf 
of or to the belligerents. 

Article b (Neutrality). 

It is hereby declared that in such measure as a 
High Contracting Party can remain neutral in con- 
formity with its international undertakings the said 
High Contracting Party shall not be bound to pre- 
vent the export or transit for the use of either 
belligerent of the articles appearing in Cate- 
gories I to V inclusive. 

Article c (Derogations). 

If, tluring the term of the present Convention, 
a change of circumstances constitutes, in the opinion 
of any High Contracting Party, a menace to its 
national security, such Party may suspend tem- 
porarily, the application of the provisions of 
Articles .... 

Such suspension shall compulsorily extend, if the 
High Contracting Party so requests, to manufactures 
effected on its behalf in the territory of other States 
and to exports consigned to it. 

Every suspension shall be subject to the following 
conditions : 

(a) that the High Contracting Party shall imme- 
diately notify the other High Contracting Parties, 


* The Articles referred to are those providing for 
publicity and, in certain circumstances, supervision. 
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and at the same time the Permanent Disarmament 
Commission, through the Secretary-General of the 
League of Nations, of such temporary suspension; 

(fj) that, simultaneously with the said notification, 
the High Contracting Party shall communicate to 
the other High Contracting Parties, and at the same 
time to the Permanent Disarmament Commission, 
through the Secretary-General, a full explanation of 
the change of circumstances referred to above. 

The Permanent Disarmament Commission shall 
meet without delay, and its members shall advise 
as to the situation thxis presented. 

When the reasons for this temporary suspension 
hare ceased to exist, the said High Contracting 
Party will resume the observance of the provisions 


of the present Convention and will make immediate 
notification to the other High Contracting Parties, 
and, through the Secretary-General of the League 
of Nations, to the Permanent Disarmament 
Commission. 

Article d (Treaties of Commerce). 

The High Contracting Parties agree that the 
refusal of any High Contracting Party to issue an 
export licence for, or permit the transit of, articles 
coming under Categories I to V shall not he con- 
sidered as constituting a contravention of any treaty 
stipulation subsisting between themselves prohibiting 
the placing of restrictions or the exportation or 
transit of articles of Commerce. 


ANNEX 

DRAFT CONVENTION 

ON PUBLICITY OF NATIONAL DEFENCE EXPENDITURE 

{Prepared by the Technical Committee on National Defence Expenditure set up by the Disarmament 

Conference.) 


Draft Articles. 

Article A. 

The High Contracting Parties undertake to give 
publicity to all national defence expenditure by 
whomsoever that expenditure is incurred and what- 
ever the nature and origin of the resources out of 
which the said expenditure is met. 

Such publicity shall be given in conformity with 
the stipulations contained in Articles B to_N and 
in the annexes to this part of the Convention and 
on the basis of reciprocity stipulated in those articles 
and in their annexes. 

Article B. 

Each High Contracting Party shall communicate 
the following documents : 

1 _(a) The draft general budget (estimates) of 
the central power, the draft individual budgets of 
each of the departments of National Defence; 

(b) The draft individual budgets (estimates) of 
the other Ministries and draft special budgets 
whenever these documents include national defence 
expenditure. 

2 _(o) The general budget of the central power 
and the instruments enacting that budget, the 
individual budgets of each of the departments of 
National Defence; 

(6) The individual budgets of other Ministries, 
of colonies, protectorates, oversea territories, terri- 
tories under the suzerainty of the High Contract- 
ing Parties or for which a mandate has been con- 
ferred on the High Contracting Parties, and special 
budgets, whenever these various documents include 
national defence expenditure. 

3. — (a) The general closed accounts of the central 
power, the individual closed accounts of each of 
the departments of National Defence; 

(b) The individual closed accounts of other 
Ministries, of colonies, protectorates, oversea terri- 
tories, territories under the suzerainty of the High 
Contracting Parties or for which a mandate has 
been conferred on the High Contracting Parties, 
and special accounts, whenever these various docu- 
ments include national defence expenditure. 

Article C. 

The High Contracting Parties shall forward the 
documents specified in paragraphs 1 and 2 of 
Article B within a period of thirty days of their 
publication, or alternatively, of their receipt by 
the central home administration, and in any case 
within a period of three months from the date on 
which the aforesaid documents are given their final 
form. 

The closed accounts specified in paragraph 3 of the 
same article shall be despatched within thirty days 
of their publication, or, alternatively, of their receipt 
by the central home administration. In any event, 
such accounts shall be published in time to be 


attached to the statement, the communication of 
which is provided for in Article F of the present 
Convention. 

Article D. 

The High Contracting Parties shall forward a 
statement of the estimates of national defence 
expenditure compiled in accordance with the instruc- 
tions given in the annexes in respect of the first two 
financial years after the coming into force of the 
Convention. This statement, accompanied by re- 
conciliation tables, shall be despatched within three 
months of the beginning of the financial year in 
accordance with the conditions mentioned in 
Annex III, 1 (b). 

For the third financial year and following financial 
years, the High Contracting Parties undertake to 
furnish a statement of their estimates of expenditure 
in the simplified form which the Permanent Com- 
mission will indicate. In drawing up the form of 
this statement, the Permanent Commission shall 
endeavour, in the light of the experience gained 
during the preceding years, to reduce the figures 
shown in the statement to one global figure for each 
of the forces. 

Article E. 

The High Contracting Parties shall forward for 
each financial year two summary statements showing, 
in relation to the grand total of the initial national 
defence expenditure authorisations, w'hat changes 
have been made in that total from the time when 
the authorisations were fixed up to the end of periods 
of nine and fifteen months respectively, reckoned 
from the beginning of the financial year. 

The two aforementioned summary statements, com- 
piled in accordance with the instructions laid down 
in Annex IV, shall be despatched within fifteen 
days of the expiry of the two periods of nine and 
fifteen months respectively, referred to in the pre- 
ceding paragraph. 

Article F. 

The High Contracting Parties shall despatch 
within fourteen months of the end of the financial 
year a statement of the payments effected, compiled 
in accordance with the instructions prescribed in 
Annex III. 

This statement shall be based on the closed 
accounts, the communication and dates of despatch 
of which are prescribed respectively in Article B, 
paragraph 3, and Article C, paragraph 2. 

In addition, the High Contracting Parties shall 
attach to the statement the following supporting 
documents : 

A certified statement of the national defence ex- 
penditure included in the accounts of the federated 
States ; 

A certified statement of the national defence ex- 
penditure effected by regional or local public bodies. 


584 ROYAL COMMISSION ON THE PRIVATE MANUFACTURE OF AND 


TRADING IN ARMS 


Article G. 

Without prejudice to the general provisions of the 
Convention relating to supervision, the High Con- 
tracting Parties undertake to communicate, on re- 
ceipt of a special request accompanied by a statement 
of reasons from the Permanent Commission, the 
individual budgets and accounts of civil ministries, 
special budgets and accounts, the budgets and 
accounts of federated States or of regional or local 
bodies, the regular and periodical communication 
of which is not provided for under the terms of 
Article B. 

Article H. 

The High Contracting Parties undertake, so long 
as the Convention remains in force, not to reduce 
the degree of detail of their budgets and accounts 
as submitted to the Conference to an extent which 
would make it more difficult for the Permanent 
Commission to check the accuracy of the figures 
contained in the statements and to follow the finan- 
cial outlay devoted by each State to its armed 
forces. 

Such High Contracting Parties as have laid before 
the Conference unpublished budgetary documents of 
a. more detailed character than those actually pub- 
lished at the time when the unpublished documents 
were submitted, undertake in future to introduce 
into their published budgets and accounts a degree 
of detail at least as great as that of the unpublished 
documents submitted to the Conference. 

As regards the High Contracting Parties whose 
documentary material it was not possible for the 
Conference to examine, the Permanent Commission 
will decide whether the degree of detail of the 
published budgetary documents furnished in support 
of the first statements supplied in execution of the 
Convention is satisfactoryj if necessary, it will 
sp^ify any modification in the detail which, in its 
opinion, should be introduced. 

Article I. 

The Permanent Commission shall verify the state- 
ments provided _ for in Articles D and F of the 
present Convention before publishing them. 

During the examination of these statements, the 
Commission may ask the Governments concerned 
for any additional particulars and explanations 
that it considers necessary. 

If, as a result of this' examination, the Commission 
considers that alterations should be made in the 
figures supplied to it, it shall inform the Govern- 
ment concerned of the changes which it would wish 
to be made in these figures, stating the reasons 
therefor. 

The statements published by the Commission shall 
show the figures as supplied or corrected by the 
Governments. Should agreement not he reached 
between the Commission and the Government con- 
cerned as_ regards the figures in the statements, 
the Commission shall attach to the statements a note 
specifying in detail the changes which it considers 
should be made in the figures submitted to the 
Government. 

Article J. 

The Permanent Commission shall follow the pro- 
gress made by the States in the presentation of the 
documentary material provided for in the preceding 
•rticleB. ^ 


By the continuous examination of the whole of 
this documentai-y material, the Commission shall 
on the one hand, follow the development of the 
financial outlay devoted by each State to its 
national defence and, on the other hand, see the 
changes in the military strength of each country 
by means of the information thus collected. 

Article K. 

The stipulations of the present Convention shall 
apply, in the case of each High Contracting Party, 
to the first financial year following the entry into 
force of the Convention, subject, however, to the 
rules laid down in Articles L to N. 

Tiunsitional Provisions. 

Article L. 

The High Contracting Parties shall forward to 
the Permanent Commission all the documents 
enumerated in Article B, paragraphs 1 and 2, in 
respect of the financial year already in progress 
at the time of the entry into force of the Con- 
vention. These documents shall be dispatched not 
later than two months after the entry into force 
of the a>uvention. Within nine and fifteen months 
respectively, of the beginning of the financial year 
in progress when the Convention comes into force 
the High Contracting Parties shall despatch a list 
of all laws and other instruments by which the 
grand total of the initial national defence ex- 
penditure authorisations in respect of that year may 
have been changed, together with the texts of 
all such laws and instruments. 

Article M. 

The first statement supplied by the States in 
pursuance of the provisions of Article F shall be 
accompanied, not only by the closed accounts re- 
lating to the financial year for which this statement 
is compiled, but also by the closed accounts of 
the three previous financial years. 

If the High Contracting Parties, when presenting 
the first statement, are not in a position to com- 
municate the closed accounts for the three previous 
financial years, they shall lay before the Permanent 
Commission certified statements of payments effected 
for national defence during each of these three 
financial years, it being understood that the closed 
accounts themselves of the last three financial years 
will be despatched as soon as possible. 

Article N. 

The High Contracting Parties referred to in 
Article H, paragraph 2, shall be entitled to des- 
patch their draft budgets and budgets together 
with the accounts in respect of the first two financial 
years in the form in which such documents were 
published prior to the entry into force of the Con- 
vention. In support of the statements, they shall, 
however, append certified statements of estimates and 
payments so compiled as to have the same practical 
value for the purpose of checking by the Permanent 
Commission as the statements of payments sub- 
mitted to the Conference. 

"Note . — These Draft Articles and the Annexes 
thereto are contained in League of Nations Docu- 
ment Conf. D./C.G. 160 (1) [Conf. D./C.D./C.T. 
239 (1)] of 17th December, 1934. 
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Colonel Sir M. P. A. Hanket, 

4313. Chairman : You have been good enough, Sir 
Maurice, to prepare a statement* for us, which we 
have before us in print; but before dealing with 
that I will ask you, if you will, to give us, for the 
benefit of ourselves and also of the Press, what your 
official position is, and also to explain your ex- 
perience in the matters which are the subject of our 
inquiry. 

Sir Maurice Eanhey: I will take your second 
question first, if I may. I first came into Imperial 
Defence as far back as 1901, when, as a young officer 
in the Royal Marine Artillery, I was attached to the 
Naval Intelligence Department of the Admiralty. 
There I used to “ devil ” for my Chief, the Director 
of Naval, Intelligence, who was a member of the 
Committee of Imperial Defence from its inception. 
Then I went abroad in 1906 as an Admiralty repre- 
sentative on a Committee on Re-armament and 
visited the defended ports of the Empire for which 
the United Kingdom was responsible. I was again 
abroad in 1907/08 on the staff of the Naval Com- 
mander-in-Chief in the Mediterranean. In 1908 I 
came for the first time to the Committee of Imperial 
Defence as Naval Assistant Secretary. In 1912 I 
became Secretary to the Committee of Imperial 
Defence, and I have remained in that position ever 
since, and I am still the Secretary. Then came the 
War, and I was Secretary to all the different bodies 
that successively controlled our war effort — the War 
Council, the Dardanelles Committee, the War Com- 
mittee, the War Cabinet, and the Imperial War 
Cabinet. I was Secretary to many inter-Allied Con- 
ferences and consultations during the War, and the 
British section of the Secretariat of the Supreme 
War Council was a branch of my office; so I 
attended every meeting of the Supreme War Council. 
After that I became British Secretary to the Paris 
Peace Conference, and there I was Secretary to the 
Council of Four, of whose meetings I kept the only 
complete record. I had become Secretary to the War 
Cabinet in December, 1916, and after the War I 
remained the Secretary to the Cabinet. When the 
Cabinet passed from the War Cabinet to the normal 
Cabinet I remained Secretary, so that I have been 
Secretary to the Cabinet from December, 1916, until 
to-day, very nearly twenty years. From 1923 until 
to-day I have also been Clerk to the Privy Council. 
I have been Secretary-General to all the Imperial 
Conferences since the War, except Ottawa, and I 
was Secretary-General or else Secretary to the United 
Kingdom delegation on a very large number of inter- 
national conferences since the War. These include — 
perhaps I should mention this — the only two Dis- 
armament Conferences that actually achieved quan- 
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titative limitation (the recent Conference which has 
just closed achieved qualitative but not quantitative 
limitation). I was at the Washington Conference 
in 1921/22, where 1 was Secretary to the British 
Delegation and the British Empire Delegation, and 
the London Naval Conference, where I was Secre- 
tary-General. So I have really been in Imperial 
Defence, in peace and in war and over a very wide 
range of business ever since 1901, or, if you prefer 
it, since 1908, when I came to the Committee of 
Imperial Defence. 

Now I come to the second question, which is the 
status of my eiddence. In my personal capacity I 
appear as one who has been closely concerned with 
the central problems of the defence of the country 
and the Empire for 35 years. I should like to add 
that in preparing this evidence I have been in close 
touch with the government departments principally 
concerned — that is to say, the Admiralty, the War 
Office, the Air Ministry, the Foreign Office, the 
Board of Trade, and the Treasury, to all of whom I 
am indebted for much of my material and for help 
at every stage. In the government service team 
work is now very much the order of the day, both 
in defence matters and in other matters, and my 
two memorandat that I have sent to you may be 
taken as representing broadly the views ^>f the 
officials in those departments, and as the central case 
around which any technical evidence which the Royal 
Commission may require from government depart- 
ments will be dealt with. At the same time, I 
should like to state personally, although no one has 
asked me to do so, that I cannot commit other 
officials to every single word that I say. I cannot 
consult them as to what I say under cross-examina- 
tion. The Prime Minister and, for that matter, his 
predecessor gave me a free hand to help the Royal 
Commission to the best of my ability; hut there ^is 
one point which I must emphasise — ^that while as a 
public servant I have naturally avoided saying any- 
thing that I know to be contrary to government 
policy, my remarks in no way commit the Prime 
Minister or any other Minister. I am not speaking 
for the Government ; I have no authority of that 
kind. 

4314. Chairman: Thank you. Do you wish to make 
a statement independently of your statement of 
which we have copies, or how do you propose to 
deal with your evidence? 

Sir Maurice Eankey : I have thought this over, 
very carefully, Sir John. The memorandum is too 
long to read. On the other hand, as I am stating a 
very large case, I think that perhaps the best plan 
would be if I made a verbal statement to you. Of 
course, it will not be as complete as the written 
statement, but it wil l give the heads, if that suits 
+ For second memorandum see Appendix to Minutes 
of Evidence, Day 22. 
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the Royal Commission. I will do whatever you wish. 

4315. ChaiTman: I think so. We have, of course, 
the full and detailed information in the printed 
statement. 

Sir Maurice Sanhey: Yes. 

4316. Chairman : And, of course, that will be i)art 
of our proceedings and be available to the press; 
but if you think it is convenient to deal with it 
in a more summary manner verbally, by all means 
do so. 

Sir Maurice llankey: It will take me some 

time. 

4317. Chairman : Never mind, we are at your 

service. 

Sir Maurice Mankey : I want to make a few 
preliminary remarks of an explanatory nature. My 
evidence is devoted exclusively to the first item of 
the terms of reference; that is to say, the question 
of the abolition of private manufacture and trade, 
and the substitution of a state monopoly. I do 
not touch the other two items at all. My evidence 
consists of two memoranda; the first contains the 
case in favour of the maintenance of private manu- 
facture and trade from the point of view of imperial 
defence; the second consists of observations on the 
evidence in favour of the abolition of private manu- 
facture. To-day I shall confine myself to the first 
memorandum ; I do not think I can take both in 
one day. 

4318. Chairman: Very well; we are quite content 
with that. 

Sir Maurice Hankey : Taking the two 

memoranda as a whole I can give the results — and I 
think it is best that I should at the outset — in three 
sentences. First, prohibition of private manufac- 
ture would be disastrous to Imperial Defence; second, 
in any case it is out of the question when we are in 
the throes of a great programme of re-conditioning 
our forces; and, third, the case for prohibition 
has not been established. That is what I am going 
to try to state. 

4319. Sir Thomas Allen: TVill you repeat that? 

Sir Maurice Eankey : All three? 

4320. Sir Thomas Allen: No; the last. 

Sir Maurice Eankey: The case for— that is. 
for prohibition— has not been established. Then I 
ought to give a warning: that it is possible that 
there may be some questions asked me which, in the 
public interest, I should not like to reply to in 
public, and I should ask to be examined in private. 
Next, I am not a technical expert, and I do not 
pretend to answer detailed technical questions; those 
you may have to get other evidence on. 

Now I come to my first memorandum, and at the 
beginning of that I mention the White Paper of 
1935*, which sets out the peaceful aims of British 
policy. That is repeated in the White Paper of 
1936, t which was produced after my evidence was 
sent in ; but in both White Papers the case is made 
as to why a re-conditioning of our armaments can no 
longer be delayed. Of course, in the re-conditioning 
of armaments the provision of war material is one 
of the most important items; so that the question— 
that is to say, whether you have private manufac- 
ture or government manufacture or both — is one of 
supreme importance to Imperial Defence. That is 
the only reason why I am here to-day. 

I have a second introductory observation to make. 

I quote Article 8, paragraph (5), of the Covenant, 
with which you are very familiar. Perhaps I had 
better read it : 

The members of the League agree that the 
manufacture by private enterprise of munitions 
•_ and implements of war is open to grave objec- 
tions. The Council shall advise how the evil effects 
attendant upon such manufacture can be pre- 
vented, due regard being had to the necessities of 
those members of the League which are not able 
to manufacture the munitions and implements of 
war necessary for their safety. 


* Cmd. 4827. f Cmd. 5107. 


The point I want to make is that that does not 
prohibition or state monopoly of armaments 
but the prevention of the alleged evil effects. ’ 

In my second memorandum I shall show that the 
alleged “ grave objections ” and “ evil effects ” were 
never investigated officially by the Peace Conference, 
nor nationally, nor internationally before the Peace 
Conference; it was just an assumption. 

Now the third introductory point is some remarks 
on the difficulties in the matter of definitions. The 
first is the definition of what are arms and munitions 
of war. I give a long list, containing everything 
from battleships to boots ; the different categories 
shade off into one another. There are offensive lethal 
weapons; then there are defensive lethal weapons. 
They shade off into protective material, armour, 
anti-gas material, and clothing. Then there are 
scientific accessories; there are scientific instruments 
which are essential to the use of those armaments 
whether offensive or defensive. Next you shade off 
into manufactured or semi-manufactured com- 
ponents and constituents ; then you get raw 
materials. In a parallel category you get transport 
of all kinds by sea, land, and air. You have the 
fuel for the transport — vital. You have radio, tele- 
graph and telephone apparatus, signalling apparatus, 
and in some cases water supplies — in some campaigns 
you cannot carry on without them — railway material, 
and then you get to food supplies, clothing, boots. ’ 
There is an equal difficulty as to where j-ou are 
going to draw the line on the definition of an arma- 
ments firm. There are no armaments firms in this 
country — not purely armaments firms. Vickers is 
the nearest, but they produce also important civilian 
products. Imperial Chemical Industries, I under- 
stand, has been generally admitted not to be an 
armaments firm, though they are very important to 
armaments in war. Then you get sub-contractors 
who make tremendously important things for the 
armaments firms or for the government in their 
factories. Next you get firms constituting reserve 
sources of supply, to which I shall come later. To 
show how difficult it is, the Admiralty tell me that 
nearly one thousand firms are required to build a 
warship. 

I think that a logical definition would be extremely 
difficult to draw. If you limit the definition to lethal 
weapons, most of the alleged objections would be 
raised against some of the excluded items, and com- 
promise would not end the controversy. However, 
the definition is not required unless you have decided 
to recommend prohibition; so I am not going to 
spend any more time on that, since, as I told you, 
the case which I am making at this moment is that 
private manufacture is indispensable to imperial 
defence. 

That brings me to Part II of my memorandum. 
From this point on my evidence follows as closely as 
I can the first part of your terms of reference, and 
takes up in succession the various points that arise 
on the first part of the terms of reference. So I 
deal first with the national aspect of prohibition. 

I have to take the national aspect in peace, and the 
national aspect in war, and I have to take each of 
the three Services. Between peace and war, as I 
show, the distinction is a little artificial; because 
obviously your preparations in peace are designed 
entirely for what you require in war, so they shade 
off ; but I have tried as far as I can to follow the 
terms of reference. 

Now, our general system is set forth at the end 
of paragraph 10 of my evidence, which I am going 
to read, as follows : — 

“ The essence of our system is that private firms 
should keep, in peace, a certain amount of plant in 
working order and at least a nucleus of skilled 
workers, thus ensuring a certain degree of 
immediate production in war. To encourage them 
- to do this they must have orders in peace. 
Particularly in the case of the Army, Government ' 
orders are insufficient for the purpose owing to the 
vast difference between expenditure of ammunition 
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and requirements of all kinds of war material in 
peace and war respectively. Hence the vital im- 
portance to us of trade.” _ _ 

We turn now to the practicability and desirability 
of the abolition of private manufacture in peace, 
and I will turn first to the Navy as the senior service. 
The Navy relies mainly on private firms for its peace- 
time supplies. That is true of shipbuilding and of 
armaments. From state factories they obtain a few 
special requirements, such as torpedoes; they have 
a torpedo factory, although some parts of the 
torpedoes are manufactured by private firms. Then 
they have a cordite manufactory. To a less extent 
also they depend on state establishments for trans- 
ferable gun mountings, fuses, certain shell, and 
ammunition components. From private firms they 
get practically everything else. 

Coming to warships, I want to draw your attention 
to Table 1, in paragraph 13 of my evidence; but I 
have been able within the last few days to have 
that table brought up to date; the original table 
was compiled a year ago, and within the last few 
days, since the publication of the Naval Supple- 
mentary Estimates, I have been able to bring the 
table up to date.* The first part of it shows, as in 
the other table, warships under construction, and 
the second part shows the ships to be ordered. These 
are British ships for the British Navy either under 
construction or to bo ordered in 1936. In comment- 
ing on the original table in my written eiddence I 
drew attention to the large proportion of ships which 
were being constructed in private yards. That pro- 
portion is increased in the new table. In the first 
place, among the ships to be ordered are two capital 
ships, and both of those are to be ordered from 
private yards. That is a tremendous increase. Of 
course, capital ships are very costly, and it alters 
the whole proportions of the thing; it puts the 
proportion much higher in favour of private yards. 
Next, cruisers ; that remains as it was, in the pro- 
portion of 10 to 6—1 am adding together those under 
construction and those on order. Aircraft carriers 
have gone up from one to two, because there is 
one going to be ordered in 1936. Take also another 
very big item ; the 34 destroyers are all being manu- 
factured by private firms. The two aircraft carriers 
are both by private firms, and the 34 destroyers. 
Then submarines — they have gone up from 6 to 4 
to 7 to 4 ; that is seven to private firms against 
four to government yards. Now taking the whole 
lot of the ships, adding up to 55 in private yards now 
under construction, plus the 38 to be ordered in 
1936, you will find it works out at 93 ships under 
construction or to be ordered from private firms, 
and the government 16. So that the proportion has 
gone up from 4 to 1 in favour of the private firms 
to very nearly 6 to 1 to private firms. I stated in 
my original memorandum that if there were 
additional ships it would mean an increase in the 
proportion to private firms. I stress that figure — 
nearly 6 to 1 are built by private firms as against 
government yards, and that iur.lm1e.s the two capital 
ships and the two aircraft carriers, which increases 
the proportion heavily in favour of the private firms. 

But that does not complete the story of the con- 
tribution that private industry makes to naval oon- 
struction — not by any means — because nearly all 
the materials of which dockyard ships are built come 
from private firms ; they come to the dockyards 
where they are fitted together into the ships. I 
am going to read a passage from paragraph 13 of 
my evidence to explain how this came out in terms 
of money in 1935. I cannot give you those figures 
for 1936, hut this explains in terms of money how 
the private firms and the dockyards are affected. 

‘‘ In terms of money the position is this. 
During the financial year 1935 the value of 
work on dockyard-biiilt ships is estimated to be 
£2,195,902, and on contract-built ships £8,147,414, 


* The witness handed in a revise of Table I, see 
Appendix B, p. 646. 
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a total of £10,343,316. But in the case of the 
dockyard-built ships much of this money represents 
the value of the components mentioned above or 
of materials drawn from dockyard stocks. Con- 
versely some of the components of the contract- 
built ships are supplied from the dockyards. A 
fair statement of the position may be taken to be 
that of the £10,343,000 to be spent on warship 
Jauilding in 1935, only about £868,500 will be spent 
ill salaries and wages in the Royal dockyards or 
at Headquarters. 

These figures do not include the cost of the 
armaments proper of the ships, their guns, 
ammunition, torpedoes, etc. The provision for 
this armament in 1935 is £1,372,000, _ and here 
again only a comparatively small part is spent in 
salaries and wages in Government naval or military 
establishments.” 

Now I come to the Army. The Army obtains many 
of its requirements from the ordnance factories, and 
on the whole has less reliance on private firms than 
the Admiralty or the Air Ministry, though it is 
quite considerable. After the War the Army was 
able to live largely on stocks, and the orders to 
trade in those circumstances were relatively small, 
very largely experimental and developmental. The 
position has now changed, and larger orders are 
being given to the trade, especially for tanks and 
shells, and that, of course, is to meet the increase 
for the re-conditioning programme. The articles that 
the Army gets wholly or mainly from the trade are . 
gun forgings, heavy coast defence mountings, heavy 
armour-piercing projectiles, predictors, fire control 
instruments, searchlights, sound locators, tank 
engines, armour plate and gun shields, armoured 
car chassis, motor transport, machine guns and auto- 
matic guns, electric signalling lamps, heliographs, 
and signal and wireless telegraphy stores— so that 
the dependence on trade is pretty considerable. 

The Air Force gets practically everything except a 
little armament, including torpedoes, from 
trade. There are no government factories lor the 
production of aircraft. 

To summarise; with regard to the Navy a very 
large proportion indeed of its peace-time supplies 
comes from private industry; the Army less than 
Ai,.. •NToTT-tr nonsiderable ! and the Air iJorce 


nearly 100 per cent. 

I pass on to the question of what a change or 
system would involve, and I begin with the pre- 
liminary observation that the abandonment of private 
manufacture would involve so vast a disloca,tion as 
to be unthinkable during tbe present re-conditio_mng 
of tbe services. It might easily involve a national 
disaster of the first magnitude if we were caught 
by war in the transition stage. For the Navy, it 
you were to nationalise, it would involve a huge 
expansion of the dockyards, whose present capacity, 
as I have shown, is totally insufficient, and has been 
totally insufficient even for the relatively modest 
programmes up to a year or two ago, and are totally 
inadequate for the present programme; or else it 
would mean taking over the private yards. If you 
took over the private yards you would have to take 
over a very large number if the private firms were 
not to be allowed to go on building warships. My 
point is this: that peace preparations must involve 
with the Naw a capacity for expansion in war; and 
later I am going to show you the gigantic expansion 
that there was in the last war. Now, that capacity 
is at present provided by the private firms. The 
private firms would be of no use in time of war 
for building complicated things like destroyers or 
submarines unless they got their experience in time 
of peace. If you are to have your state establish- 
ments up to a war scale there will never be sufficient 
work for them in time of peace unless you are going 
to enter the market for building merchant ships. 
If they are not up to war scale, then there is 
insufficient potential in time of war. Then, of 
course, apart from the dockyards, the Admiralty, if 
private manufacture were nationalised, would have 
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to take over a great many other factories, or the 
goveriunent would have to take over factories — 
pmour, gun mountings, and all the rest 6f it, accord- 
ing to your definition. It would be very costly and 
very uneconomical. Of course, the private ship- 
building firms that build for the Navy have two 
great advantages; they do a good deal of commercial 
work as well, most of them. With regard to Vickers, 
for instance, I think I saw in the papers that they 
had just got an order for two new liners ; and then 
I give in my evidence the instance of the “ Queen 
Mary she was built on one slip, and on another 
slip close by there was a sloop building. That shows 
how they are mixed up. A merchant ship may be 
followed on a building slip by a warship. After 
launching, the ships, whether they are merchant 
ships or warships, are completed in the stream. It 
would be a very difficult job taking them over, SQ 
I am assured. Certainly, as I have said, it would 
be very costly and very uneconomical. 

Now let me come to the Army. As I pointed 
out, there is less dependence, and though at first 
sight the abolition of private manufacture and 
monopoly might appear less impracticable for the 
Army from the point of view of peace supplies — which 
is all I am on just now — you would have to increase 
your factories to make good the supplies which the 
ordnance factories cannot make, and you would have 
to manufacture that formidable list of articles, 
weapons, and so forth, and apparatus, which at 
present are entirely, or almost entirely, made by the 
trade. That would depend, of course, to some 
extent on what your definition is, but the main 
objection from the point of view of the Army is once 
morei this point that peace preparations include pre- 
parations for war expansion. For the Army you 
have to envisage a 50-fold expansion — it is terrific 
and that means that you have to have behind 
your ordinary source of supply a reserve source of 
supply, to which I shall come later, and which is 
dealt .with in the last White Paper on Defence. The 
policy is to develop for emergency firms that do not 
ordinarily manufacture war material, and only by 
some such schem® can we get a war scale of output. 
Well, if you cannot give an order in time of peace 
because private manufacture is prohibited, you 
cannot have that plan at all. I think that really 
rules out nationalisation of private industry for the 
Army — not so much from the point of view of peace 
supplies, but from the point of view of peace pre- 
parations. You cannot maintain state establish- 
ments in peace on a footing sufficient for war needs; 
you cannot provide that 50-fold power of expansion. 
You must rely on mobilised industry in war, and 
your mobilised industry will not .be efficient unless 
orders are placed in time of peace. 

Now, what does prohibition of private manufac- 
ture mean for the Air Force? Well, it means either 
taking over the greater part of the existing private 
industry or starting up a new system of state 
factories. Once more I return to the same point — 
that it is unthinkable during the present expansion 
of the Air Force. The Air Force is the one force 
which is_ expanding as distinct from re-conditioning, 
and nationalisation would be open to the strongest 
objections, many of which I shall develop later. 

I am coming now to one of the points — still on 
peace supplies— which affects this question of the 
practicability and desirability of abolishing the in- 
dustry and setting up instead a state monopoly, and 
that is the question of the fluctuations .which occur 
in expenditure — peace expenditure — if you would 
not mind turning to Appendices II and III to my 
statement.* Appendix II gives the fluctuations of 
naval and military expenditure over a long term of 
pre-War years. You will find that for the Navy, 
in the last six years before the War, it went up 
from 35 million pounds in 1909 to 51 million pounds 
in 1914 — I just give that as an illustration — or if 
you take 1908 the increase was from 32 million 
pounds in that year to 51 million pounds in 1914 

^ See p. 623. ~ 


(p million pounds). Well, that is a very big fluctua- 
tion. The Army was less-only about two million 
pounds. Now the post-War figures: I have had 

Appendix III brought up to date and added figures 
for the year 1936 (this is, of course, estimated).* For 
the Navy the expenditure, drawn on the same scale 
as the earlier figures, is 60-2 million pounds; for 
the Army it is 40-8 millions; for the Air Force it is 
37-8 million pounds; and the total is 138-8 million 
pounds. The point is this : that from 1932 to 1936 
the fluctuation upwards is as follows : The Navy 

19 millions; the Army, 13 millions; the Air Force! 
21'5 millions. That is a fluctuation of expenditure 
of 53-5 millions in those years 1932 to 1936, and 
that is a very heavy thing to throw on to a national 
system of manufacture. You could spread it in the 
trade, hut it would be a very serious business to 
throw that on to a national system. 

Now, you may ask what are the reasons for those 
fluctuations. Of course, British armaments must 
depend upon what the international situation is. If 
the international situation becomes more serious, 
then armaments increase, and they cannot be wholly 
disconnected from the armaments of other powers. 
That is one reason — the political reason. The second 
reason which may affect armaments is technical 
development. A new weapon comes in; of course, 
that increases expenditure. One always hopes that 
it will reduce it somewhere else, but in fact it 
generally tends to add to the expenditure. Take 
the air arm : that has added to the expenditure of 
all nations very much. Then, when you get these 
technical developments you get counter develop- 
ments, and that involves fresh expenditure — anti- 
aircraft or anti-submarine, or whatever it may be. 
Those are the two main reasons, I think. 

Of course, in theory limitation of armament 
schemes would appear as though they ought to avoid 
these fluctuations, but in practice that is not the 
case._ There is room for a good deal of fluctuation 
within a disarmament treaty, and nations do not 
always build up to their maximum all the time. One 
illustration I give is our own fluctuations for the 
Navy, all within a disarmament treaty. Again, in 
a table in paragraph 28, you will see the United 
States of America and Japan; they, with us, were 
the leading nations in the Washington and London 
Naval Treaties. You see that the United States of 
America, prior to 1933-34, had an expenditure of 
about 350 million dollars annually. That went up to 
492 million dollars in 1934-35, including N.I.E.A. 
funds, and in 1935-36 the projected figure was 580 
million dollars — it had gone up from 350 million to 
580 million in two years. Then Japan, taking ordi- 
nary and extraordinary expenditure together, went 
up from 227 million yen in 1931 to 306 million yen 
in 1932-33, and in 1933-34 to 403 million yen. 

4321. Sir Thomas Allen: Is not that all relative? 
If we go up, naturally the United States of America 
and Japan go up, too. 

Sir Maurice Hankey: I .would rather put it 
the^ other way: that if they go up we go up; but 
it is relative, and I am not making that point ; I 
am only making the point here that these disarma- 
ment conventions do not prevent fluctuations. They 
do check total expenditure, but there is sufficient 
room within the disarmament conventions for a good 
deal of fluctuation. 

4322. Sir Thomas Allen: My point was that it was 
cause and effect; that is all. 

Sir Maurice Hankey: It depends on which is 
the cause and which is the effect, does it not? And, 
besides, disarmament conventions include let-out 
clauses— I do not think they have ever been invoked, 
but, still, they are there in ease the situation 
changes; and that might lead to fluctxiations. 

I come now on to the question of why (as seem.s 
to be the case) private industry is better adapted 
than government industry to deal with these fiuctua- 

The figures in paragraph 24 of the First Memoran- 
dum of Evidence, pages 610-1, and in Appendix HI, on 
p. 623 have been amended accordingly. 
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tions in peace expenditure. If you turn to Appendix 
]V to my statement,* and you study it sufficiently 
closely, you will see that, broadly speaking, the brunt 
of the fluctuation falls on trade. Now, that is very 
remarkable. It applies, with some exceptions, right 
through, but if you take these late years when we 
have just begun re-conditioning — w-e have only just 
begun it — if you take the latest figures they are very 
remarkable. Here, again, 1 have brought the tables 
up-to-date. t In 1936 the toal naval expenditure is 
estimated at £7,511,000. Of that, £2,700,000 will be 
spent in government factories, and £4,811,000 will 
be spent with the trade. Taking the Navy, in 1932 
£2,000,000 was spent on armaments, of which 42 per 
cent, was spent with private manufacture. In 1936, 
when 7^ million pounds is estimated as the expendi- 
ture on armaments, 64 per cent, goes to pi'ivate 
manufacture. Naturally, if you increase your arma- 
ments, private manufacture would expect an absolute 
increase in its orders, but in fact it gets more than 
an absolute increase; it gets a great percentage in- 
crease. You will find in these tables that when 
armaments rise private manufacture gets a larger 
percentage of the expenditure, and when they fall 
you get the reverse — they get a smaller percentage. 
In other words, the government establishments do in 
l)ractice keep a relatively even load, and the fluctua- 
tion goes in the main to the private firms. 

You will find that the Army figures are just the 
same. In 1932, with a low expenditure, 37 per cent, 
went to the trade; in 1936, when £6,000,000 is being 
spent on armaments, 71 per cent, goes to the trade ; 
it is nearly double. That is much more remarkable 
than the naval figures. 

I do not want to press this argument too far, 
because there are other reasons which do affect the 
placing of orders. There may be something which 
you require very much that is made by only certain 
firms, so the order has to be placed there; and some 
departments prefer to give more orders to the govern- 
ment establishments and less to the trade; but, still, 
l)roadly speaking, the rule seems to have worked out 
in practice that the fluctuations did go to the trade, 
and my opinion is that they must go to the trade. 

Now, I suppose that the reasons for this are, first, 
that the trade has a commercial manufacture on quite 
a considerable scale and is - able to keep its skilled 
men and a certain amount of machinery together, 
and it does seem to have greater elasticity, as it had 
in the War; and, secondly, that they get a certain 
number of armament orders from abroad which 
enable them to keep a certain amount of potential 
going, and they are able to utilise some of their 
machinery for commercial products. For instance, I 
give one or two rather interesting instances in 
paragraph 30. There is the case of a large vertical 
boring mill which was provided for armaments which 
one of the firms was using in the construction of a 
winding gear for, I suppose, mining purposes, in a 
Dominion ; and then there was the very interesting 
use, for making part of the hydrogenation of coal 
plant at Billingham, of a forging plant which had 
been provided for heavy gun manufacture. I have 
seen those myself, and I inquired whether that was a 
fact and it was confirmed. Then, of course, there is 
tho interchangeability on the building slips of 
merchant ships and warships, which I have already 
noted. The same principle applies to boilers and 
propelling machinery, civil and military aircraft, 
aircraft engines, and many other classes of work. 

The reasons w’hy government establishments are less 
elastic are, I think, first, that there are no com- 
mercial orders carried out on behalf of the govern- 
ment; second, that the government does not take 
orders for foreign armaments; and then, lastly, I 
think there is a Parliamentary difficulty. After the 
War, for instance, 95 per cent, of the state factories 
were scrapped; there was a great demand after the 
War, of course, for cutting down everything con- 
nected with the War, and 95 per cent, of the state 

* See p. 624. 
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factories were scrapped. Now, I want to put this 
question: Can you imagine that, in the years fiom 
the year up to the beginning of our re-conditioning 
programme, any government could have come forward 
with a proposal to increase the government factories P 
I am assuming that after the War you had had 
government monopoly, and I ask the question : Can 
j'ou imagine that any government could have come 
forward during those years, when the country was 
very strong for disarmament, when armaments were 
being cut down all the time — 'Could a government 
have come forward and said ; “ Well, in 1935 the 
situation may change; we have got to lay down 
factories greatly in excess of our needs against that 
time when we may have to meet a great increase in 
expenditure”? I think it is unthinkable. Just 
think of the arguments that would have been put 
against it. It would have be«n said that the 
government’s disarmament policy meant nothing; it 
was cutting down its armaments, but it was increas- 
ing its war potential. That would have been one 
side, and the other side would have said that, as the 
services were inadequate, the money ought to be 
spent on the first line and not on the second line. 
And supposing you had had government monopoly 
and you had not put down that extra potential, and 
w'G had arrived at the year 1934 and we had suddenly 
discovered that we w’anted an enormous increase in 
armaments — an increase, mark you, which by the 
present time amounted to those very large figures 
which I gave you — the Navy going up from two 
million pounds on armaments to 7^ million, the Army 
going up from 1^ million in 1932 to 6^ million in 
1936 — the state could not have met the fluctuation 
even in time of peace. As it is, it requires all the 
resources of the country to meet these programmes. 
If you had shut down private industry we would have 
been in the most dreadful hole ; I do not like to 
think of it. 

Now I come to a different aspect altogether — still 
on peace supply — and that is inventions, j-esearch, 
design and experiment. Now, all the services are 
very strong on the point that private industry is of 
great importance from this point of view. I think 
it always has been — Galileo, in one of his treatises, 
pays a tribute to the work of the Florence Arsenal 
in scientific development. There is no doubt that 
all the Defence Departments do derive benefit from 
the work in these respects of private firms. The Air 
Ministry tell me that they cannot over-stress the im- 
portance of competing design staffs in the aircraft 
industry, which would not bo retained under state 
monopoly. The War Office depend on private indus- 
try for the design of machine guns, automatic guns, 
tanks, and all precision instruments. In the case of 
tanks, of course, the utilisation of the latest indus- 
trial methods in suspension and transmission gear- 
ing, and so forth, is very valuable. Tlien the wider 
researches of some firms like Firth’s, Hadfield’s, the 
I.C.I., and so on, not strictly for service purposes 
but for other purposes, are invaluable from the 
point of view of armaments sometimes. Many of tho 
Chief Coiistrxictors of the Navy have widened their 
experience by serving with armament firms. 

Since I put in my first memorandum of evidence 
you have heard, of course, a good deal of evidence 
on this subject from other witnesses, and some of 
them think that national and international competi- 
tion in research is not of much value to anyone. I 
do not agree; I think that competition, whether it 
is national or international, is of great value to the 
state. T will give you two recent examples of where 
foreign firms have produced weapons that are of 
value to us. There is the Bren gun; that is a new 
machine gun that has been taken up by the Army. 
That is actually a Czechoslovak gun, I think; it is, 
of course, manufactured here, but it is of Czecho- 
slovak design, and it won the competition that the 
War Office had. Then there is another gun called 
the Browning machine gun, which is an American 
gun and which, I think, Vickers manufacture under 
licence, and which the Air Force uses. There are 
two cases, and quite recent cases. 
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I want here, if I may, to read a passage from my 
written evidence, sub-paragraph (3) of para- 
graph 39: 

“ Illustrations of the value of private industry 
from the point of view of competition are also fur- 
nished by the experiences of the Air Ministry in 
connection with the design of aircraft. For 
example, the Fox machine, which Mr. Fairey in- 
troduced into this country from America about ten 
years ago and which caused a revolution in British 
day-bomber policy, was a private design which 
proved to be an advance upon anything we then 
had ” 

that, you will notice, is another foreign example ; 
the next one is a British one — 

“ The most recent example of the kind is the 
Bristol 142 (‘ Britain First ’), which was built as a 
civil machine to Lord Rothermere’s order but has 
been adopted as a medium bomber for the Royal 
Air Force. There have also been instances in 
which the Air Ministry has rejected a firm’s 
design, tendered to an official specification, but the 
firru has nevertheless built the machine to its own 
design, submitted it for competition, and obtained 
a contract. Examples are the Nimrod, which 
Hawkers entered for a competition with machines 
built to the official approved design, and the 
AVellesley, which Vickers built as a private venture 
in another competition.” 

I want to stress the next sentence: 

“ Whatever working arrangements may be made 
on the business side between firms manufacturing 
armaments, this does not extend (in many cases, 
at any rate) to invention, research, design and 
experiment, and in this respect there is a lively 
competition between private firms, which is by 
no means confined to the manufacture of arma- 
ments.” 

I think you have been told that there is no competi- 
tion between private firms, so I ascertained the above 
facts about competition in research. That is the 
first part of my case about design and experiment, 
but I now want to hand in a list* of more than 100 
inventions which have been produced by private 
firms, as part of my reply to those who say that 
the private firms are no use from the point of view 
of invention and development. 

4323. Da7ne Bachel Groicdy. Have you a list, too, 
of the inventions that have not come from private 
firms? 

Sir Maurice Hcmkey : I have not a list. It is 
a very long list, but I am coming on now to that 
side of it. Before I come to that, there is just one 
detail; 1 do not think I will spend time on that list, 
because you can study it for yourselves. It. is a very 
important list. I come now to this point ; There 
has been an allegation that private manufacture 
endangers secrecy, and there were three examples 
given; there was the Hadfield shell, the Gauntlet 
aeroplane, and the Whitehead torpedo. I think the 
allegation in each of those cases was that national 
secrets had been given away. I have inquired from 
the government departments concerned with these 
matters, and they tell me that in each case the 
department decided that the maintenance of secrecy 
was not required in the public interest. I think 
you are going to get evidence from the departments 
on secrecy, so I will not spend more time on it; 
but I should like to make one point, and that is 
that if you had a government monopoly you would 
still have this problem of secrecy, because under 
Article 8 of the Covenant you would have to take 
your share, I take it, in supplying the needs of those 
countries that are not able to supply themselves; 
whenever they came to you with orders for aircraft, 
or shells, or whatever it might be, you would be up 
against that problem at once. Are we going to 
give them our latest or are we going to give them 
obsolete stuff? You would have just the same 
problem as at present when the firms come to the 
government. In that case the government would 


have to decide for itself. You do not get away from 
that particular difficulty. 

Now I come to the comparisons with regard to 
research between government manufacture and 
private manufacture, I am taking research, design, 
development, and invention all together under this 
head. I do not think that these comparisons are 
of much value. We want both. You get the ad- 
vantage of difr*erent environments; every man does 
not do his best in a government department; some 
work _ better in a government department, some in 
a private firm, some in a university, some in a 
research laboratory. In the wrong environment 
genius may shrivel up; you want all the research 
and invention in different environments that you 
can get, surely. Inventors are often very tempera- 
mental people. You might as well try and 
nationalise music or art as to try to nationalise in- 
vention. Wliat I want to insist on is co-operation— 
you want co-operation between the government 
departments and co-operation between firms under 
all these heads — the sort of co-operation that you 
had between I.C.I. and the government in the de- 
velopment of hydrogenation. I do not think you 
could have done that by the government alone as 
quickly, and I do not think you could have done 
it by private research alone as quickly. It is a 
case of co-operation. 

Then, before leaving research and design, I draw 
attention to the fact that the government’s general 
policy has for a long time been to develop research 
on private lines as well as on government lines. I 
have given you a memorandum on that in Appendix 
yil to my statement.* I cannot stop on it; time 
is not long enough; but that memorandum deals with 
all the main forms of government research, scientific 
and industrial research, medical research and agri- 
cultural research; and you will find there that the 
whole principle is not only to have your very import- 
ant government establishments which do the most 
magnificent work, but also to develop it wherever 
research can bo developed, and it would be a 
departure from that principle if all the service re- 
search was concentrated . in one hand. The results 
have been very good, I think, of the government’s 
policy on research, and there is no doubt that within 
the services there have been a number of very 
valuable inventions made. I have given you a list of 
lOO from the trade. The more research we can get 
and the more widely it is spread the better. 

Then I will leave that aspect and pass on to the 
effect — I am still on peace time supply — of the change 
to government monopoly on civilian industry. Now, 
of course, I am not an expert on this, and I am 
only putting forward a prima facie case for investiga- 
tion. I do know, having talked to some industrialists, 
that some of them do attach importance to the work 
they do for Imperial Defence as aiding civilian in- 
dustry, but they alone could advise you as to whether 
it is correct to say that that is a factor of any 
importance. The prima facie case appears to be that 
it improves the financial position of the establish- 
ments and helps them to carry their overhead charges 
by receiving large orders for arms and munitions of 
war. For instance, in 1914 there were 110 warships 
under construction by British firms, of which 22 were 
for foreign account. Among those 110 warships were 
21 capital ships. Well, that must have been a very 
valuable technical experience. By spreading over- 
head charges I imagine, prima facie, that firms would 
be able to quote lower prices for government work; it 
also would enable them to retain skilled labour and 
acquire machinery. They may improve technique — 
in other industries as well as shipbuiding — owing to 
the high standard of government work, and the rigid 
inspection. I include some extracts from a very 
interesting article by Lord Weir in the Silver Jubilee 
number of “ Engineering,” where he talks of the 
very valuable lessons gained by industry from war 
experience. The Air Ministry gave me something 
here on this aspect from the air point of view. This 
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table which J will hand in* gives the exports from 
the United Kingdom of aircraft, engines and spare 
parts in the years 1930 to 1934. So far as the Air 
■Ministry can estimate, roughly 25 per cent, of the 
total value might be regarded as relating to civil 
aircraft and engines. It should also be noted that 
about 25 per cent, of the exports are to Dominions 
and British Dependencies. The present value of the 
trade is not high, but this is not surprising in view 
of the newness of aviation in general and does not 
mean that the trade has not a promising future. 
lYhether the civil trade is likely to develop in pro- 
portion to the military trade is a matter for con- 
jecture, but there is no doubt that the prestige 
acquired by our firms in military types reacts favour- 
ably on civil sales. For example, the Polish Govern- 
ment, which has bought Bristol engines, for its 
militarj’ aircraft for some years, has now adopted 
them for its civil airlines in American airfraines. 
In addition countries which buy the military version 
of the De Havilland “ Dragon ” aircraft also 
buy the civil version. The sale abroad of 
British products of such high quality and 

efficiency as have been attained by our military 
aircraft and engines is bound to create good- 
will for British products of aeronautical material for 
civil rise. Our military types are admittedly in the 
very first rank. Hawker aircraft have in fact been 
.supplied to the Danish, Greek, Estonian, Portuguese, 
Norwegian. Swedish and Yugo-Slavian services, while 
Fairey machines have been supplied to Bi-azil, 
Argentina, Chile, Peru and Greece. These military 
aircraft, with British engines, must predispose the 
countries which use and know them to favour British 
civil aircraft and engines as well, so that our aircraft 
and engine constructors are, as it were, pegging out 
claims in fields which may yield a rich return at a 
future date -when aviation reaches its full develop- 
ment. It would be most unfortunate if anything 
were done to interfere with the supply of British 
service aircraft to foreign countries and thus to 
handicap us in markets which may be of very great 
importance in the future. As a layman it seems to 
me there would be a loss of efficiency. Perhaps it is 
hardly necessary to say that I hope no one would 
think that I am advocating armaments for the sake 
of stimulating industry, but if armaments are going 
to be provided anyhow and orders to private firms do, 
in fact, stimulate industry then it is just an argu- 
ment which 1 think is worth your consideration for 
continuing the system, or, at any rate, for not 
abolishing the system. 

To summarise the maiutenance of private manu- 
facture is very desirable from all aspects on peace 
siipply; I might have said peace preparation; it is 
necessary for meeting fluctuations ; it is most im- 
portant for research development and experiment, 
and it is probably of some value to civilian industry. 
It is completely indispensable from the point of view 
of peace preparation for war supply. My answer, 
therefore, to the first part of the terms of reference, 
so far as peace supply is concerned, is that the 
abolition of private manufacture is both undesirable 
and impracticable ; never more so than at the present 
timo when the reconditioning of the forces is in 
progress. 

Now I pass on to practicability and desirability 
in war where T get to paragraph 47 of my statement. 
I am not going to read from it yet, but that is 
where I am. The experience of the War showed the 
necessity for great schemes of what you might call 
industrial mobilisation for purposes of supply under 
modern conditions. Every great nation has taken 
up this question, and is preparing some such scheme. 
It is very important, therefore, that we should not 
do anything which would decrease our war poten- 
tial, and the question really that we have to con- 
sider is whether we should be better off or worse off 
by substituting state monopoly for the present system 
of private industry. Now, naturally the experience 
of the Great War is very important in this respect, 
and a tremendous controversy has arisen about it, 


and anticipating that you would have a good deal 
of evidence on that subject I set to work when I 
came home from a tour to the Dominions more than 
a year ago, to work out from the official histories 
what the facts were, and those you will find set 
forth in Appendix V to :ny statement.* It is a 
curious thing that all these allegations with regard 
to private firms were not made at the time. I do 
not remember allegations at the time that private 
firms had failed. There was the allegation that 
industry had failed, and there were tremendous 
attacks on the War Office and the government, but 
I do not remember that they were on the private 
firms. This tremendous drive against private manu- 
facture seems to have cropped up, strange to say. 
with this case. Take General von Donop, he and 
the late much regretted Sir Francis Bingham came 
as unexpected allies to my side of the matter. I 
do not know whether the Royal Commission have 
realised the significance of their evidence. General 
von Donop was tremendously attacked. Most people 
would have been embittered by the attacks that he 
has bad to put up with. What could have been 
easier than to turn the thing on to the private firms? 
But you have seen him. You know he is not th.at 
sort of man, and he never blamed the private firms. 

T have read what he wrote at the time. In the War 
he never blamed the private firms, and he went out 
of his way — and General Bingham, who was his 
assistant, went out of his way — to come down here 
and tell you that the private firms were not to 
blame, and I think that is very significant. 

'Now I shall turn to my summary of Appendix V 
which is contained in paragraphs 53 to 60. Appen- 
dix V gives a very long story about it. There is 
no dispute as to the grave shortage of shells which 
occurred in the spring of 1915 and thereafter. You 
will find the figures in my paper, and you have had 
other figures. There is no dispute about that. There 
is no dispute that the private firms were unable to 
execute the orders which had been placed with them. 

I think where you get on to more controversial 
ground is as to whether the firms were, or were not, 
to blame. I think there is room for doubt as to 
whether you can blame the firms for accepting these 
orders. Remember what the position was. The 
ordnance factories had refused to take any more 
orders. It is quite true they fulfilled within 10 per 
cent, or so what they undertook to do, but they 
would not undertake any more. What they would 
undertake was limited. Some orders had been placed 
abroad and could not be counted upon. There was 
absolutely no other source to which the government 
could at that moment turn, and, of course, there is 
no doubt they pressed these firms pretty hard. The 
firms could only do their best and I do not think 
they ever concealed their misgivings; at least I can 
recall one case, at any rate, where they did not, 
and it certainly very soon began to become clear 
that they were going to fail. 

T pass to another point. Even at the time of their 
failure the achievement of the firms was rather re- 
markable. Y'ou will see from Table III in Appen- 
dix V that, for the four types of ordnance on the 
left, I give the stocks, that is the reserves before 
the War; the total stocks at the outbreak of war; 
then I give the deliveries by the home trade up 
to the end of May. The deliveries up to that time 
were not very far short of the total stocks which 
the government had laid in. But if you turn to 
the next table, Table IV, that is very much more 
interesting, taken in conjunction with Table V, be- 
cause from these two tables this follows : that the 
output of private manufacture up to May, 1915 (the 
worst time) was more than two and a half times 
that of the ordnance factories notwithstanding that 
for the five years before the War the orders by the 
government for gun ammunition to the trade had 
only been one-third of the orders to the Royal 
Ordnance Factories. Well, that does rather tend to 
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illustrate that the trade had a good deal more 
elasticity than the ordnance factories. The ordnance 
factories, of course, had a great deal of other work 
to do; they had their repair work, and so on; but, 
even at that bad time, I suggest that was a con- 
siderable accomplishment. Then in 1914 private 
manufacture produced two-thirds, and in 1915 three- 
quarters of the total output of empty shells at home. 
The Royal Ordnance Factories supplied but a frac- 
tion of our needs. I think in any argument on 
private industry versus government monopoly those 
figures are not without importance. 

Now the next point I make is that the causes of 
the failure of the firms were very largely, almost 
entirely, beyond their control. It is generally said 
that there were three main causes ; the Official 
History puts three : labour, lack of machines and 
the failure of sub-contractors. Take labour. What 
was the main cause of the upset of labour? Un- 
doubtedly it was that the government went on 
recruiting skilled men for the Army. I do not say 
labour would not have been very difficult without 
that, but that certainly was a very important factor 
and very upsetting and cramping to the armament 
firms. That is a matter that they could not change. 
They made their representations. Of course they got 
assistance later from the government, but it was not 
adequate, and they did not get any assistance in 
that at the beginning, I think. Then, of course, 
there was the question of the replacement of labour. 
We to-day certainly should regard labour problems 
in war as a government problem much more than 
a problem for the private firms. Then next is lack 
of machines, delay in home and American supplies. 
Well, I do not think the firms could have done much 
with regard to that. I do not think you could blame 
them if they could not get their machines, especially 
from America, in time. As to sub-contractors and 
the cause of their failure, it was similar to that of 
the armament firms. One of the witnesses told you 
the other day that the government were never told 
of the difficulties of the firms, but that is really not 
the case, and the reason they started up things like 
badges in September, 1914, was because they were 
hearing from the armament firms of their difficulties. 

I myself heard as early as 3rd September of difficul- 
ties. I passed them on, of course. If you read the 
Official History you will see that the failure certainly 
was beginning to become pretty clear by November 
and December. Undoubtedly the government knew. 

Let us take now the indirect causes, if they really 
are indirect, which I think are the more important. 
In the first place there was a vast programme which 
was undertaken for the Navy. Nearly 1,0(K) new 
ships were built in the War for the Navy, and a 
tremendous lot of ships were put in hand at the 
very beginning. I could give you particulars of 
them, ship by ship. The Navy, of course, was our 
first line of defence; it was on the Navy that we 
relied to protect us against invasion and to protect 
our territory. It did .protect us against invasion, 
and it did protect our territory, and it naturally had 
priority. That occupied a good deal of the industry’s 
resources. You cannot blame the private industry 
for that. The next is the enormous scale on which 
we had to expand our armaments. All governments 
miscalculated. The Germans and the French mis- 
calculated their requirements with regard to the 
expenditure of ammunition, but whereas they only 
had to make up the difference between the new rate 
of expenditure and their calculated rate, plus what- 
ever expansions they were making (which were con- 
siderable in the case of Germany) we had to make 
up an expansion from whatever it was — six divisions 
to 70 divisions — and that terrific expansion was a 
matter you cannot blame the trade for. The orders 
were infinitely larger than anything that had ever 
been anticipated. The next thing is that there w’as 
no plan for an expansion of the Army. It had not 
been anticipated, and no warning was given to the 
trade absolutely no warning. That was not their 


fault. Another difficulty was that when this ex- 
pansion began Lord Kitchener could not decide at 
first — it was impossible for him. to decide — how large 
the Army was to be, and the result was that as the 
decisions were taken to enlarge the Army so decisions 
had to be taken to place larger orders for war 
material. In all the early months of the War the 
trade really did not know what they were preparing 
for, nor where the limit was to be. The orders came 
in month after month which must have made it very 
difficult for them, I think. I am not an expert, but 
I should think so. Another thing was the lack of 
experience in estimating for things on these gigantic 
scales. The government had no exiperience, and the 
trade had no experience. I do not think you could 
blame them for that. Finally, the government system 
of organisation was not good. In the early stages 
of the War there was rather a poor system of central 
control. It had not developed up to anything like 
what it was in the later stages of the War Com- 
mittee and the War Cabinet. Above all there was 
no organisation for the control of supply by the 
government. There was nothing like what we have 
to-day in the Committee of Imperial Defence — our 
Principal Supply Officers’ Committee Organisation. 
There was nothing of that kind to enable the govern- 
ment to put the firms in a good position to do their 
best. The critics of private manufacture have made 
the mistake of assxiniing, I think, that those who 
oppose its abolition would contemplate that at the 
outset of any future war there would be no more 
control than there was in the late War. 1 suppose the 
first lesson of the War is that government organisa- 
tion, both before and during the war, is absolutely 
essential if the best is to be got out either of govern- 
ment establishments or regular contractors or reserve 
contractors. So far as private industry failed at 
the outset of the War it was due largely to the lack 
of general government organisation. The creation 
of that organisation in the Ministry of Munitions 
was a very great factor in the later success of private 
manufacture to which I am now going to turn. No 
one can praise too highly the magnificent work which 
the Ministry of Munitions did. What they did was 
to enable private manufacture, supplemented, of 
course, by all sorts of other things, to produce very 
great results, to which I am now coming. The pro- 
cess of recovery is shown in the following figux'es : 
by September, 1915 — that is still in the very bad 
time — only 42 per cent, of the orders to private firms 
had been fulfilled ; by December, 1915, it was 52 per 
cent. ; by March, 1916, 74 per cent. ; and by June, 
1916, 81 per cent. Now I am going to read you a 
little extract from the History of the Ministry of 
Munitions, which shows that even in those early days 
the firms, even though they miscalculated, did not 
do so badly in the light of later experience. Here is 
the extract : ‘ ‘ The time needed for the creation of 
new capacity, though uniformly disappointing the 
expectation of those responsible, differed little in fact 
from that which the large experience of the Ministry 
of Munitions showed to be the normal time required 
for the development of bulk output from new sources 
of supply.” Firms had to set up new sources of 
supply, and although they may have estimated badly, 
at any rate, the working out of the thing was nearly 
as good as that of the Ministry of Munitions later 
on with its magnificent equipment, staff and experi- 
ence. I do not think you can put too much blame 
on the private firms,- if, in the chaotic conditions of 
those early days when they were totally inexperi- 
enced, they failed to exceed what was afterwards 
accomplished by the splendid Ministry of Munitions 
backed by all the resources of the state. 

Up to now I have been mainly on 1915. Now 1 
come to the achievements of private manufacture in 
the War as a whole as set forth in paragraph 58 of 
my first memorandum. For the Navy, a vast new 
fleet of nearly 1,000 ships; guns, 25,500 out of a total 
of 31,200; shells, 73,000 out of 162,000; the regular 
trade being easily the first source; machine guns, 
230,840; rifles, nearly 2,000,000 out of nearly 
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4,000,000; small arms ammunition, nearly all; aero- 
planes and seaplanes, nearly 54,000 compared with 
1,200 produced by the government; aero engines, 
41,000 out of 68,000, the balance being mainly ob- 
tained from abroad. In the History of the Ministry 
of il/u/iitions the private firms are described as “ the 
aristocracy of shell manufacture.” They raised their 
output during the War more than forty-fold. 'The 
national projectile factories were the second largest 
source of supply for shells, I think. They were laid 
out and maintained, on behalf of the Ministry of 
Munitions, by private firms — a great contribution. 
Then as regards aircraft, I draw attention to annex 
III to Appendix V to my statement, ^vdiere the official 
air historian describes the predominance of private 
manufacture in that branch, and how the firms gave 
better results when state interference was reduced. 
I will quote what General Edmonds, the official his- 
torian of the War on the military side, to whom I 
wrote to ask his view, said. He began his letter in 
this way: “The private armament firms saved the 
situation in 1914-1918 ”. 

I was thinking over this last night, and I think 
many of the witnesses have made rather a serious 
mistake in interpreting war experience. What they 
say in effect is that private manufacture failed in 
the early days and that the Ministry of Munitions 
succeeded ; therefore you must have government 
manufacture. That argument is a complete non 
sequitur. The real work of the Ministry of Muni- 
tions was in controlling the whole organisation and 
giving the right conditions in which private manu- 
facture could give its best results. They did not 
supersede; they did nO't take over the firms in the 
sense of displacing management, and so on. What 
they did do was to exercise control and thereby 
enable private manufacture and government manu- 
facture and the new forms of maniifacture that they 
set up all over the country to do their best, to get 
the best results. This was a magnificent work of 
organisation, the importance of which cannot pos- 
sibly be over-rated — the work of Mr. Lloyd George 
and the galaxy of talent that he drew around him. 
I cannot see that that is a case for abolishing private 
manufacture and setting up nothing but government 
state factories. On the very face of it the argument 
seems to me entirely a false one. You had control of 
shipping. You do not for that reason nationalise all 
the firms that run the ships. You had control of 
food, or a good deal of food, but you do not, there- 
fore, nationalise the butchers and the grocers, so why 
should you want to nationalise the private arms in- 
dustry from this point of view on which I am now? 
There are other arguments, I know, which I will deal 
with on another occasion. The moral I draw is that 
adequate output cannot be accomplished either by 
the government alone or by private firms alone. 
Once more I come back to it; we need co-operation; 
the government to organise the country, the private 
firms, with their greater elasticity, to reinforce the 
ordnance factories and give us a good start pending 
the inevitably slower xirogress of national industrial 
organisation. 

Now I come to source of supply in a future con- 
flict. Of course, if my argument is right that 
private manufacture was very important in 1914- 
1918, so it will be equally important in any future 
emergency. Perhaps I ought to add here that, since 
I wrote the evidence I have submitted to you, the 
White Paper of 1936 has come out and has developed 
this aspect a good deal. I was really rather in a 
difficulty because the government’s decisions had not 
been taken; but still, broadly speaking, the prin- 
ciples that I set out hold good. There are five 
sources of supply : first, the stocks accumulated in 
peace; second, those purchased from abroad; third, 
government establishments expanded from their 
nucleus; fourth, normal contractors, and, fifth, the 
adaptation of civilian factories. I will take these 
briefly in order. The stocks, of course, must be 


large enough to tide us over until the other sources 
of output can meet our needs. There are limitations 
to the amount of stocks you can have. There is the 
expense; then, of course, accommodation and main- 
tenance, wastage, and obsolescence, and small turn- 
over, in peace. 

I come now to purchases from abroad. They were 
critically important in the Great War, but to-day it 
would perhaps be unwise to count on them too con- 
fidently. Nevertheless, they are very important if 
they can be obtained, because supjdy from abroad is 
one of the great and supreme advantages of sea 
power on which our Imperial Defence rests. Nothing 
should be done to close up this important source of 
supply. It is a question to which I come a little 
later. 

Next we have government establishments. The 
War showed that their capacity for expansion, 
though considerable, was totally insufficient. Their 
]iowers, as I have said, are not sufficient for peace 
fluctuations, much less for war fluctuations. To 
maintain them on a scale to meet war needs, or even 
to be expandable to war needs, is out of the question. 

Next we get private industry — that is, the normal 
contractors with whom we are concerned. As I have 
already pointed out, they have certain advantages — 
commercial activities and foreign orders — ^which give 
them greater elasticity to enable them to get 
machinery and keep their skilled labour together, 
the higher technical staffs, and so on. They, of 
course, were a good deal reduced after the War, but 
they are expanding under the stimulus of larger 
orders. It is desirable to increase the number of 
private contractors from the point of view of Im- 
perial Defence, even if they devote only a fraction of 
their capacity to munitions work. 

That brings me to the last category, which is the 
adaptation of civilian factories. The policy of the 
government in that respect is contained in para- 
graphs 51 to 54 of the White Paper, to which refer- 
ence has been made. I had intended to read them, 
but I think I will not. Of course, the most serious 
difficulty about the adaptation of civilian factories 
is that there is bound to be a considerable time lag. 
You can reduce it by control of your war effort in 
general and by proper control of supply; by the 
organisation of man power; avoiding indiscriminate 
enlistment of skilled labour; the organisation of raw 
materials; the organisation of industry; the ad- 
vanced preparation of drawings, blue prints and 
process manuals; notifying industry of what is ex- 
pected of it; control of profits; labour co-operation; 
the provision of special machinery, jigs, gauges, etc. ; 
but, however far you carry prior organisation, there 
will still be a certain amount of time before you can 
reach full output. In a word, the organisation of 
civil industry, though vitally essential, is no sub- 
stitute for private firms regularly engaged on arma- 
ments. On the outbreak of war, and until civilian 
industry can reach the stage of adequate output, the 
normal contractors are the only source to which we 
can turn as a “ going concern ” to supplement the 
state establishments and the supplies accumulated in 
peace. 

I reach this conclusion on war and supplies in 
war : 

“ In the extraordinarily difficult business of war 
supply it is vital that the government should have 
a free hand to organise industry in time of peace, 
and not be handicapped by the impossible provi- 
sion that orders are not to be placed with private 
firms until after the outbreak of war.” 

It always comes back to that. My view is that 
private industry, which I have shown earlier to be 
both desirable and essential from the point of view 
of peace supply, is absolutely essential in war. 

I come now to trade in arms. From what has been 
said on “ war potential ” it is clear that the larger 
our trade in arms with foreign countries the better 
from the point of view of Imperial Defence, which 
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is the particular point of view with which I am deal- 
ing at this moment. Here I think I ought to say 
something on a statement which is very frequently 
made : that the United Kingdom is the largest 
exporter of war material. 

4324. Chairman : We have been given the figure, I 
think, of about £4,000,000 worth a year? 

Sir Maurice Mankey: As the amount? 

4325. Chairman: Yes. I do not know whether that 
corresponds with your figure. 

Sir Mauri&e Hankey : There are some figures 
in these tables.* I am really not quite sure; I do 
not carry them in my head. Mine are taken from 
the League of Nations Year Book. When the 
League of Nations statistics for 1934 were published 
it was broadcast and given wide publicity in the 
press that the United Kingdom exported more arms 
than any other country, and I think that has been 
repeated in evidence before the Royal Commission. 
Within recent years the statement is only correct 
if are included in the United Kingdom totals 
exports to the Dominions, India, and the Colonies, 
as in fact is done on page 196 of the League of 
Nations Statistical Year Book. Omitting the 
Dominions, India, and the Colonies, we fall below 
Czechc«lovakia and France, and very nearly below 
Sweden, even on published figures which include 
industrial explosives. That is why I want to 
enlighten the Royal Commission on this. 

4326. Secreta/ry : Do these figures include capital 
ships ? 

Sir Maurice Hankey : No; armaments, but not 

ships. 

4327. Chairman: Czechoslovakia has a government 
factory, has it not? 

Sir Maurice Hankey: No; that would be 
Skoda’s largely, I suppose. 

4328. Cluiirman : I thought that was a government 
factory. 


Sir Maurice Hankey: No; it is a private firm. 
The facts are set forth in Tables A, B and C, which 
I have handed in, which are based on page 196 of 
the League of Nations Statistical Year Book giving 
the trade in arms and ammunition for 1934, but 
have b^n corrected so as to omit the exports to the 
Dominions and Colonies. I would like you to turn 
first to Table C. 

4329. Chairman: Do you say they -have been 

corrected? Is the correction shown on Table A? 

^ Sir Maurice Hankey: No; it is shown on 
Table B, but not on Table A. If you will turn to 
Table C, I have put in italics the United Kingdom’s 
percentage. You will find that in 1929, 1930 and 
1931 we occupied the first place. In 1932, when you 
^ the figure ig 21-9 per cent., we were second- 
loanee with 29-4 was first. In 1933 France was 
^iJi first and we were still second. In 1934 
Czech^lovakia had jumped up to the top place 
with 25 per cent, of the world’s exports; France 
was 21 per cent. ; we had dropped to 11 per cent. ; 
and Sweden was a close runner-up with 10-8 per 
^ matter of fact, however, the percentage 
ot the United Kingdom is almost certainly less than 
that shown m Table C. There are two reasons for 
that For the Srst reason I must refer you to 
iaWa A, which gives in some detail the exports 
^om the United Kingdom to foreign countries 
during 198.3 and 1934. Now, Table A divides itself 
into two parts. The first part down to “ 8 A A ■ 
loaded and empty oases ” consists ot hona fide war 
matcri^, practically nothing except sporting guns 
mended; otherwise, for the most part it is war 
material. From that on to the end— that is the 
eS ™ilr f-*SO"-y-it includes a large amount of 
S h f"'?” As a matter of 

tact, the exports of war material-tliat is in the 

a 633 ™°-’' “ S.A.A.”-have fallen from 

£1,63.3,700 in 19.33 to £8, 54,, 300 in 1934; they have 
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fallen by about half; whereas the category coming 
below, which includes a large proportion of civilian 
explosives for mining, I suppose, and that sort of 
thing, has increased from £377,500 to £428,800. In 
other words, the arm.iments exports have Lllen off 
rather more heavily than that 11 per cent, ivould 
show. 

4330. Ur. Spender : May I ask for one explanation 
With regard to that figure of 28 per cent, for 1931, 
m Table C, which I imagine is the origin of the 
common assertion that British exports are 30 per 
cent. ? Is that the corrected figure or not ? 

Sir Maurice Hankey: Yes, that is the cor- 
rected figure. It was true then. 

4331. Mr. Spender: That is the commonly quoted 
figure ? 

Sir Maurice Hankey. Yes; but the 11 per 
cent. IS probably rather lower for the reason I have 
given. Then there is another reason; for the second 
reason I must refer you to Table B. This table is 
extracted ffom the League of Nations Year Book 
and shows the position of the United Kingdom in 
relation to foreign powers as regards publis-he<l 
values of exports to foreign countries of ammuni- 
tion and explosives, excluding sporting arms and 
ammunition; and it is from Table B that the per- 
centages in Table C are calculated. Table B, how- 
ever, is incomplete for comparative purposes, so 
far as a number of foreign powers are concerned, 
m addition to certain reserves which are mentioned 
in the League of Nations Year Book itself, which 
indicate that all the facts are not set out on the 
same basis for all the countries. I am informed 
that the following should be noted : that almost any 
cross-check of figures for exports and imports be- 
tween the same countries will show diserepancie-s. 
There are no exports of war material from Japan 
shown, although Peru alone imported war material 
to the value of 283,000 gold dollars from Japan in 
1933. All expoi^ of arms from Germany and 
Austria are classified as sporting on page 201 of 
the Year Book, and are therefore omitted from 
Table B and C. There are probably other move- 
ments of arras and ammunition which escape statis- 
tical records in some countries. To sum up, our 
real share in the world’s arms export trade is cer- 
tainly considerably lower than the percentages here 
shown, both because the proportion of industrial 
explosives, etc., in the British totals is probably 
higher than in the case of other countries, and still 
more because our returns are more comprehensive 
than those of some foreign countries. Even on 
the figures as given, however, it has been shown that 
for the last three years the United Kingdom has 
not exported more arms than any other country, 
and for 1934 we only occuniied the third position 
by a narrow margin. 

4332. Dame Dachel Crowdy : Of course, exports to 
the Dominioms would be shown as foreign countries, 
would they not, in any League returns? 

Sir Maurice Hankey. Yes, where that is the 

case. 

4333. Dame liachel Crowdy: Owing to individual 
representation? 

Sir Maurice Hankey : Yes, that is right. 

They are also shown for the Colonies. 

4334. Dame liachel Crowdy: The Crown Colonies? 

Sir Maurice Hankey: Yes. I was on this 

trade in arms when, I am afraid, I made a digres- 
sion ; I think .some one asked me about warships. 

A year ago, when I wrote my original memorandum 
of evidence, there were no warships for foreign 
account on order or under construction here. Since 
then things have picked up a bit in that respect; 
to-day there are 16 ships either under construction 
or on order — they are mainly destroyers or quite 
small ships. I have the particulars if you want 
them. 
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Now aircraft. Since 1925 an important trade in 
aircraft has grown up ; from 1930 to 1934 the pro- 
portion of export of aircraft engines and spare 
parts was from one-quarter to one-fifth of the total 
manufacture. For the moment the aircraft industry 
is very well occupied with home orders, but in the 
long run the loss of foreign orders for military 
aircraft which, as I have pointed out earlier stimu- 
late civilian orders, would be very serious. There- 
fore the restriction of foreign trade would tend 
to impair our war potential and be very serious. 

The next point I take is the moral aspect. I 
think this really ought to have belonged to my 
second memorandum of evidence, but I did not know 
.where I .was going when I wrote the first memo- 
randum, and I did include that aspect. One objec- 
tion is that British weapons and ammunition might 
l)e used against British forces. I think that is an 
objection which must arouse sympathy in any 
generous mind, but I think that when you come to 
it in practice you find that it is not a very serious 
one. Take the Great War; there can have 
been very few British .weaiions used against 
us in the Great War; none, I should think, by 
Germany; none, I should think, by Austria, and 
none, I should imagine, by Bulgaria. The case 
that is generally quoted is the case of the Dar- 
danelles; peoide say that it is a horrible thing that 
British guns were used in the Dardanelles against 
the British forces. No,w, let us get the facts first. 
The total number of guns in the Dardanelles is said 
to have been 234; of those 234 guns, 13 were British, 
a very small proportion; the remainder were mostly 
German. Now think what the construction of those 
guns meant to Germany; it gave them quite a good 
increase to their war potential and to their capacity 
of output; it gave them prestige to get more orders 
like that, and, no doubt, got them other orders of 
the same kind from other countries. What was their 
gain was our loss. We only got the benefit of 13; 
they got the benefit of 221. If those orders had 
come to this country we should have got increased 
war .potential, increased skillecl personnel, and in- 
creased experience; more machinery, jigs, gauges, 
etc. ; more prestige, and .pro'bably more orders. It 
might have become quite an important thing. If 
Tur'key bad been dependent on us for supplies in- 
stead of on Germany, it might have been a decisive 
factor in Turkey coming into the War for us in- 
stead of against us or remaining neutral. They were 
dependent on Germany. 

4335. Sir Philip Gibls : Politics come into it a good 
deal, do they not? 

Sir Maurice Hankey: Of course, politics come 
into all these things. It is only one of many factors. 
I am not suggesting that it was a prime cause, but 
it was very likely a factor, I think. Supposing we 
had refused an order of that kind, our sailors and 
soldiers would not have been, any better off, because 
the weapons would have been supplied anj’how. I 
was at the Dardanelles for four or five weeks myself, 
and I never heard any complaint at all about this. 
It was known, of coui-se, but if we had not been 
shot at by that gun we would have been shot at by 
a gun provided by someone else. Another point is 
that when the attack failed on March 19th, 1915, 
one of the decisive elements in the case was as 
to whether the Turks had ammunition in their 
magazines or not. Well, I am not going to express 
any opinion on that, but a very strong case has 
been made out that the Turks had very little 
ammunition, and that we ought to have renewed 
the attack. If you read the World Crisis and some 
of Mr. Churchill’s other writings you will see that 
case fully developed. But, at any rate, we should 
probably have known if we had made the 234 guns ; 
we should have been in possession of the information, 
and the decision whether to renew the attack would 
perhaps have been taken and a great campaign 
would have been avoided. 

Then there is another point. Supposing that 
before the War private industry had been abolished 


internationally and a government monopoly had been 
set up, there would have been some provision corre- 
sponding to Article 8 of the Covenant to provide 
those countries which have not their own sources of 
supply. Well, Turkey would either have created 
their own source of supply, or, if they had not created 
it, they would have come to the other nations and 
said: “ The defences of the Dardanelles are out of 
date; please carry out such-and-such an order” — 
and what a fine scramble there would have been for 
the order, too. When you came to the day of 
battle you might still have found yourselves up 
against your own guns. 

Now I am nearing the end; I come to the inter- 
national aspect, Part III of my memorandum. I 
agaiu quote Article 8 and the due regard that must 
be had to the necessities of those members of the 
League which are not able to manufacture the muni- 
tions and implements of war necessary for their 
safety. That is very important in considering the 
international aspect. The states referred to include 
most of the smaller states, hut in the Great War 
the states that were not able to manufacture the 
munitions and implements of war for their safety 
included this country and its allies. That is some- 
times forgotten. Take the case of the smaller powers 
fir^t. The nineteenth century and the early years of 
the twentieth century have seen the liberation of 
large numbers of peoples in Europe and South 
America sometimes from oppression and tyranny, or 
even worse. Many new nations were brought into 
existence, often with the enthusiastic support of 
British Liberal sentiment — people like Lord John 
Russell, Gladstone, Palmerston, and others. Now, 
those nations, perhaps, could never hare created, or, 
at any rate, they certainly could not have sustained 
themselves against their former rulers, unless they 
could have got the munitions for their defence and 
for the safeguarding of their independence, and I do 
not think they eoiild have got them without private 
industry. Of course, you may say that those days 
have gone. Well, you can judge of that as well as 
I. Small nations in the past were armed largely 
with the cast-off and obsolete weapons of the larger 
powers. Nevertheless for warships of all kinds, for 
weapons resulting from new developments in war 
material, such as aviation, gas and gas masks, tanks 
and mechanised warfare, as well as for replacements, 
spare parts, fresh supplies of ammunition and such 
new material as they must have, private manufacture 
is the main source of supply. With regard to the 
small powers, therefore, some provision in accordance 
with Article 8 is as necessary as the day it was 
written. 

You then come to the case of the larger powers. 
In the late war, as I mentioned, the great powers 
fighting for the defence of Europe’s liberties became 
dependent on -foreign supplies. I want to read a 
passage from Lord Grey’s book Twenty-five Years; 
it is quoted in paragraph 94 of my statement : 

“ To return to the question of contraband, block- 
ade of Germany was essential to the victory of the 
Allies, but the ill will of the United States meant 
their certain defeat. After Paris had been saved 
by the battle of the Marne, the Allies could do 
no more than hold their own against Germanv. 
sometimes they did not even do that. Germany 
and Austria were self-supporting in the huge 
supply of munitions. The Allies soon became 
dependent for an adequate supply on the United 
States. If we quarrelled with the United States 
we could not get that supply. It was better, there- 
fore, to carry on the war without blockade, if need 
be, than to incur a break with the United States 
about contraband and thereby deprive the Allies 
of the resources necessary to carry on the war at 
all with any chance of success. The object of 
diplomacy, therefore, was to secure the maximum 
of blockade without a rupture with the United 
States.’’ 
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You see Lord Grey, writing with the perspective 
that comes from a lapse of time after the War, 
with full realisation of the decisive part that 
blockade had played in the War, attached even 
greater importance to the continuation of sup- 
plies. He was willing to sacrifice the one supreme 
advantage of sea power — -blockade — to the other — 
supply — because he thought that loss of supplies 
meant defeat. When 3 'ou think that the value of 
the supplies sent from America to the Allies by 
the end of 1916, just before thej' came into the War, 
was 782 million dollars, and when you remember 
that that all came from private industrj-, and that 
in addition we got quite a bit from other coun- 
tries, it gives one to think. Supposing that some 
pre-War government had secured the abolition in- 
ternationally of private manufacture, and we then 
had found the country with a government mono- 
poly probably quite unequal to producing our needs, 
no private manufacture to turn to, and not being 
able to go abroad and order supplies from private 
firms abroad, just think what that would have meant. 

I wonder what public opinion would have said of 
the government that had done that thing, if the 
government had managed to persuade the powers 
internationally to abolish private manufacture. We 
owe our national existence and our liberty to-day 
partly to foreign private manufacture. From 1914 
to 1918, without it, our sea power would have lost 
half its value, and we should have succumbed to 
a better-prepared enemy. W'ith that example in 
their memories, I submit it is inconceivable that 
the Royal Commission could recommend a course 
such as the abolition of private industry inter- 
nationally which would destroy one of the decisive 
advantages obtained by our historic sj’stem of de- 
fence; that is, sea superioritj*. 

I now ask the question whether government manu- 
facture and trade could replace private manufac- 
turers internationally. If private manufacture were 
abolished, nations would have to rely either on 
their own resources or on other governments. I 
think it would be impossible for small governments, 
given the wider range of modern armaments, to 
supply their needs from their own resources. It 
would also, I suggest, be undesirable, because it 
would involve a vast expenditure all over the world 
on the creation of arsenals, dockyards, and manu- 
facturing facilities. But the second course — that is, 
reliance on other governments — seems even more 
undesirable. Competition would arise when there 
were orders being given; some country would be 
going to re-arm its artillery or re-build its fleet, 
and competition would arise between governments 
for those orders. Everyone would want the orders, 
first, to keep their skilled labour and plant effi- 
cient; second, to increase their war potential; 
third, to keep orders away from rival or unfriendly 
nations; fourth, to bring other nations into de- 
pendence upon them and so to secure political sup- 
port; and fifth, to keep other nations out of the 
political orbit of dependence on xinfriendly manu- 
facturing nations. I do not say that all those 
things would operate at once, but they would all 
be factors that would be operating all over the 
place. To get these orders, I have no doubt that 
governments would offer to compete in price ; there 
would be low prices, long-term contracts, financial 
accommodation in the form of loans or tariff con- 
cessions or transport rate concessions, and what not, 
and from such methods it is a short step to com- 
mercial treaties, promises of political support, or 
even alliances in return for orders. All that would 
be very bad in time of peace for international re- 
lations, and in war it would be unsatisfactory both 

(Adjourned for 

On resuming : 

4336. Chairman-. I have very few questions that I 
want to ask you. Sir Maurice, and they are chiefly 
founded upon a passage in your evidence. More than 


to belligerents and to neutrals. Belligerents would 
feel grave doubt as to their reliance on a supply. 
Under a system of universal government monopoly 
we could not have got supplies from the United 
States Government in the first three years of the 
War before they came in; we were able to get 
them from private manufacture, but we never could 
have got them from a government, and that is the 
trouble that belligerents would alwaj's be in. With 
regard to the smaller countries, there is a doubt 
as to whether there would not be all sorts of objec- 
tions to the supply by governments, and they would 
go down for lack of supplies, which would be par- 
ticularly the case with a non-manufacturing coun- 
try which was at war with a manufacturing coun- 
try. I am not sure that the situation is always 
very easy to-day under control, but it is certainly 
easier than any government monopolj'. 

So that from the international aspect my conclu- 
sions are : (1) abolition internationally of private 
manufacture bears very hardly on non-manufacturing 
nations; (2) it woiild be incredibly bad business for 
a power to encourage it which has always depended 
on sea power and which only twenty years ago, with 
its allies, was saved from disaster by foreign manu- 
facture; (3) in peace a government monopoly would 
introduce a most undesirable element into inter- 
national relations owing to competition that would 
grow up for orders from non-producing states; 
(4) there would be a large increase in the establish- 
ments of arms manufacture by government ; (o) in 
war, if private manufacture were abolished, the 
position would be unsatisfactory to non-manufactur- 
ing belligerents whose supplies would be precarious; 
it would also be very uncomfortable for manufactur- 
ing nations. It seems to me that it gives us the 
worst of both worlds. 

Therefore I come now to the final conclusion that 
from every point of view the abolition of private 
manufacture of arms and munitions in war and the 
substitution of government monopoly is to be depre- 
cated — I should have said from the Imperial Defence 
point of view instead of from every point of view — 
in peace-time because government manufacture is 
not sufficiently elastic to meet the ordinary fluctua- 
tions of peace-time expenditure on arms, much less 
the vast expansion in war. Government establish- 
ments cannot, for practical and parliamentary 
reasons, achieve the same elasticity as private indus- 
tr.y. Private industry is incomparably more elastic 
owing to commercial orders and foreign armaments 
orders. Peace-time preparation involves preparing 
your war potential — in other words, pre-organisation 
of civilian industry, by which alone war needs can 
be met. But you cannot organise civilian industry 
if 3 'ou cannot place orders in peace, and that alone 
makes the whole proposal impossible. Abolition is 
also most undesirable owing to the importance of 
private industry’ for invention, research and develop- 
ment. Abolition might mean a serious loss of 
efficiency to private industry; at any rate, it is an 
element in the case. From the point of view of war 
supplies, abolition of private industry, for tho reasons 
I have explained, is out of the question. Private 
industry was our main source of supply in the Great 
War, and to try and do without it in the future 
would be a gamble with the dice loaded against us. 
From both the national and international points of 
view, the adoption of abolition internationally is 
equally undesirable. Even if the alleged evil effects 
had been made out, it would be out of the question 
to aboli.sh private manufacture to-day when we are 
actually engaged in a heavy re-conditioning of our 
forces. That is all. 

Chairman: Thank you. I think it is time to 
adjourn now. 

a short time.) 

once I have noticed that you attach great importance 
to co-operation between the private firms and govern- 
ment manufacture. That is so, is it not? 

Sir Maurice Tlanhey : Y'es. 
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4337. Chairman: Then in another part of your 

evidence you call attention to the great fluctuations 
that there have ibeen in the cost of armaments, and 
the loss has fallen on the private firms. That is so, 
is it not ? 

Sir Maurice Hankey: Is “loss” the right 

word ? 

4338. Chairman : They have suffered as the result of 
the diminution in the demand for armaments more 
than the government? 

Sir Maurice Hankey: Yes, I think that is so. 
On the other hand, of course, they gain more when the 
fluctuation is the other way. 

4339. Chairman: Yes, but one of the witnesses who 
came before us used that as an argument against the 
continuation of the present practice, or the past 
practice; he said that it is very unfair, when there is 
a slump, in the demand for armaments, that the whole 
loss should fall on the private firms if they are relied 
on as a part, and as an essential part, of the national 
defence organisation; and what I was going to ask was 
this: You attach so much importance, and very rightly, 

I think, to co-operation, but do you see any means by 
which what I have called the loss (and I think for this 
purpose may be called the loss) of the private firms 
might be minimised or mitigated? The position now 
is is it not, that the government maintain their own 
factories to satisfy normal requirements with a normal 
staff, and the private firms have to go without orders 
and have to suffer considerable losses. Is there any 
means by which that could be remedied, if it requires 
remedying? 

Sir Maurice Hankey : Of course, the government 
establishments also have to be cut down. I do not like 
to take a case like after the War, when 95 per cent, 
of the factories were scrapped; j'ou are not thinking 
of those large fluctuations; you are thinking of the 
more normal fluctuations? 

4340. Chairman: Yes. 

Sir Maurice Hankey : I cannot recall any from 
my own experience where there has been what you 
might call a normal downwards fluctuation. I can 
recall after the South African War, for instance, that 
there was a great falling off; I think you would find 
that the government establishments went down a great 
deal. I do not think you could say that the whole 
of the burden fell on to the trade, although it is true 
— and I have made the point in ray evidence — that the 
government does keep a more even load, perhaps, 
than it is possible to do in the trade. When you ask 
rac if there is any way by which they can be eased, one 
hopes that the trade w'ill be able to turn to other 
things to some extent — to foreign orders and to manu- 
facturing civilian requirements. Take Vickers; did 
they make merchant ships, liners, and so on, before 
the War? They may have done; I do not remember; 
but they do turn to a greater extent, undoubtedly, to 
civilian work, so far as they can get it. The trouble 
is that there may be a slump after a war — after pl9 
there was a slump in civilian work which coincided 
with the slump frOm every point of view in govern- 
ment orders, so that the firms were very badly hit in 
that way. I cannot suggest anything beyond the firms 
turning to other production. 

4341. Chairman : In paragraph 10 of your statement 
you say: “ The essence of our system is that private 
firms should keep, in peace, a certain amount of plant 
in working order and at least a nucleus of skilled 
w’orkers, thus ensuring a certain degree of immediate 
production in war.” That was written, I suppose, 
before the 1936 White Paper? 

Sir Maurice Hankey : Yes ; it was written a 
year ago. 

4342. Chairm<in: And there is a proposal under 
that White Paper to very largely increase the num- 
ber of firms who would be in a position to manufac- 
ture munitions and arms? 

Sir Maitrice Hankey: Yes. 

4343. Chairman : Are they to be supplied with 

orders ? 

Sir Maurice Hankey : Yes, they will get orders. 
It so happens that we are reconditioning the services 


at this moment, so it is a very convenient arrange- 
ment that we can at one and the same time place 
orders for the re-conditioning and build up a war 
potential ; so that instead of only giving what you 
might call educational orders you probably will be 
able to give larger orders. 

4344. Chairman : Of course, at the present moment 
the condition of things is abnormal? 

Sir Mourice Hankey: It is. 

4345. Chairman: The demand is abnormal? 

Sir Maurice Hankey: Yes. 

4346. Chairman : But one has to look forward to 
consider what the position will be when times are 
more normal? 

Sir Maurice Hankey : Yes. 

4347. Chairman : Assume a time when the abnormal 
conditions have, at any rate, eased down ; is the 
proposal then that such orders as there are should 
be distributed not only to the government factories 
and to armament firms like Vickers, but also amongst 
all these other firms who have been put in a position 
to manufacture? 

Sir Maurice Hankey: Yes, I think so. The 
orders will come down to educational orders just to 
keep them going. 

4348. Chairman : That, of course, will diminish the 
number of orders that are available for armament 
firms like Vickers? 

Sir Maurice Hankey: Yes; but did not you 
rather get it in evidence from Vickers — I seem to 
remember it — that they said they dealt rather with 
specialised products. 

4349. Chairman : Yes. 

Sir Maurice Hankey: Highly specialised pro- 
ducts. 

43-50. Chairman : Yes. 

Sir Maurice Hankey: The sort of orders that 
will go to these firms will be for things like shells; 
and I rather think, from Vickers’ evidence, that 
they spoke somewhat lightly of that type of order. 
43 . 51 . Chairman: Yes; they said they did not deal 
in that class of article — ^theirs was a very different 
class of armament work. 

Sir Maurice Hankey: Yes. 

4352. Chairman: You think that the number of avail- 
able orders for Vickers would not be materially 
affected ? 

Sir Maurice Hankey. That is my impression. 
Of course, I told you at the outset that I am not 
an expert on these supply questions. 

4353. Chairman: The question is an important one 
when you consider the question of the export of 
armaments, because it is a thing to which great 
objection is raised. Qf course, if it was a mere ques- 
tion of manufacture, I do not suppose we should have 
heard so much about the objection, but it is the 
manufacture .plus the export which is the really 
objectionable feature. At the present moment, or 
up to recently, we have been told that the value 
of the exports to foreign countries, including ships, 
is about £4,000,000 a year; of course, that is a 
comparatively small amount; but is that small 
amount, in your opinion, essential in order to keep 
what you call the manufacture of armaments going; 
is it sufficient, and would it be disastrous, in your 
opinion, if this amount (small as it is) were to be 
discontinued? 

Sir Maurice Hankey: The prior question is: Is 
£4,000,000 a small amount? If you look at my 
Tables A and B in Appendix IV to my statement 
you get there the armaments expenditure of the 
Navy and the Army spread over a great many years. 
Take any year you like until the latest year since 
the War; take i926, if you like: there was a naval 
expenditure of £2,^5,000. Let us take it for the 
Army; that year it happened to be £2,000,000, you 
see. Most of that £4,000,000, or a good deal of it, I 
take it, was on armaments and not on ships, because 
the export of ships has been small. I do not think 
it is a small amount in actual armaments expendi- 
ture. That is my first answer ; that I feel great 
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doubt as to whether you can really call £4,000,000 
a small amount; and in the second place I shoiild 
say that, even if it is a small amount, it is worth 
having. 

4354. Chairman: Do you think — take Vickers for 
example — that Vickers could b© kept in a financial 
position to expand rapidly if they were deprived of 
the export trade? Is there any means by giving 
grants, or anything of that sort? 

Sir Maurice Manhey: I suppose if you made up 
the value of the export trade by grants, you would 
get something ; but, you see, what you would not 
get is training of the personnel, the practice in 
doing these things, and that is what is so important. 
That is what I was thinking of when I talked of the 
Dardanelles. You can make jigs and gauges and you 
can keep machines; you can pay for that, which is. 
in effect, I suppose, what we are doing with what 
you might call the shadow firms; but you want some- 
thing more with regard to a firm like Vickers; you 
want them to get the experience, and they do get a 
very varied experience out of their foreign business. 

4355. Chairman: I think you put your view shortly 
in these words, or something to this effect: that the 
adaptation of these private factories was no sub- 
stitute for firms regularly employed in the manufac- 
ture of armaments? 

Sir Maurice Hankey : Yes. 

4356. Chairman: That is your view? 

Sir Maurice Eankey. That is my view. 

Chairman : I think that is all I wish to ask 
you. Thank you. 

4357. Sir Philip Gihhs: I suppose you would agree 
that all the arguments and evidence you have given 
this morning are based on the present situation in 
which there is no international agreement for the 
limitation of arras, and the question I would like to 
ask you is this: do you think that if there were an 
international agreement on the limitation of arms 
that it would invalidate a great deal of your present 
evidence? 

-Sir Maurice Hankey : I am very doubtful about 
that. Of course, it depends how far it got. I went 
very much further than that. If you would not mind 
I would like to turn to the last paragraph of my 
evidence : 


“ When a reliable international system for the 
preservation of peace is evolved, bringing with it a 
vast reduction of armaments, it may he that pri- 
vate manufacture of and trade in arms and muni- 
tions of war will languish and disappear for lack 
of orders. Until that time is reached their pro- 
hibition is fraught with grave danger and objec- 
tion.” 


I think that is_my answer to you on that. Sir Philip. 
^58. Sir Philip Giffis : I was wondering whether, 
for instance, if there were a somewhat drastic limita- 
tion of arms that would affect the foreign export 
trade a good deal, and might in fact cut most of it 
away, and in that case would not you have to 
envisage for the defence of this country, and for 
keeping up normal supplies, a system which was not 
based so much, therefore, upon the values received 
by the armament firms from their foreign export 
trade--some other system would have to be adopted 
in order to make up that difference? 

Sir Ma^irice Hankey. I suppose it would come 
very gradually, would it not? You would still have 
the Dominions, the Colonies, and India as a market- 
and you would be getting orders for a good long 
time, because it would be a good time before the 
world settled down into its very much improved state 
of which you speak; and I think gradually something 
would have to be done by subsidy, or something like 
that to keep the firms going, or something rather 
on the lines of this reserve arrangement which is 
being done now, or an increase in the number of 
government factories. I do not know; I feel it diffi- 
cult to envisage rather because the firms did get 
rather less after the War. There is no doubt about 
that. 

4359. Sir Philip Gibhs : At the beginning of your 
evidence you presented rather a powerful argument. 


with which I think the Commission agrees, that no 
blame attaches to the private manufacturers with 
regard to the impossibility of rapid expansion at 
the outset of the War. I think most of the Com- 
mission are agreed that no blame attaches to them; 
but what I would like to ask you is this : do not 
j'ou^ think that if the state had not relied so ex- 
clusively upon private manufacture before the War 
and had themselves organised a system by means of 
which the general industry of the country could be 
mobilised that the rapidity of expansion would have 
been very much accelerated and that long drag would 
have been avoided? 

Sir Mauince Hankey. Of course I am very 
much _ in agreement with you there. If we had 
organised for an expansion it would have been a very 
different story; but I am not sure that we should 
have organised for expansion by increasing state 
establishments. We did rely quite a lot on state 
establishments. I told you this morning that three 
times the orders for munitions went to the state 
establishments that went to the private firms, but am 
I missing your point? 


. . . * ^ -Aji, cALcpL X want, 

m continuation of what you have just said, to say 
that there is an alternative to state establishments, 
and that is a central government control of industry 
generally? 

Sir Maurice Hankey. That is all industry? 
Not only the armaments industry? 

4361. -Slir P/iihp Gibhs: All engineering industry 
particularly, and, of course, all other industries iii 
which their products are essential to war means. 

Sir Maurice Hankey : You are taking me out of 
my depth there, 1 am afraid. That is rather beyond 
me. I am not an economic or industrial expert. I 
do not think I should like to express an opinion on 
that because that is a very, very much larger and 
wider scheme than 1 have ever envisaged. 

4m Nir PAtiip Gibbs: But you have suggested 
throughout your evidence to-day the necessity in time 
ot war, and to some extent in time of peace, of 
mobilising and guiding the general engineering 
industry ot the country. 

Sir Maurice Hankey: So far as armaments 
are concerned? 


4363. Sir Philip Gibhs: Yes. 

Sir Maurice Hankey : Yes. Close co-operation 
IS going on to-day in the Royal Air Force expansion, 
for instance. There is very close co-operation with 
very good results, I understand, and that progress, 
I think, is continuing now with the other depart- 
ments; and then, of course, the whole are co- 
ordinated in the Principal Supply Officers Committee 
and various other bodies like the Defence Policy and 
Requirements Committee presided over by the new 
Minister of Defence Co-ordination. That is going on 
to-day. “ 

43^. Sir Philip Gibbs : You would agree, would you 
not, and in fact you have actually said, that what- 
ever the efficiency of private manufacture may he 
boWi _ before and during the War that it is not 
sufficient for (we will say a fifty-fold expansion, and 
therefore in time of war or in a time of abnormal 
anxiety regarding war it would be necessary, and is 
still necessary, to mobilise in some form the general 
industry of the country? 

Sir Maurice Hankey : Yes, certainly in a major 
war. Of course you have to remember that wars 
vaiy in their intensity. If you have a war in the 
hinterland of Aden you do not want the same 
machinery as you do for a major war on the con- 
tinent of Europe. You have only to look at the 
wars of the last century to see the infinite variations 
between them; but you are talking of major wars, 
of course? 


4365. Sir Philip Gibbs: Yes. 

Sir Mav/nce Hankey : And for them, of course, 
you will want the mobilisation of industry. 

4366. Sir Philip Gibhs : Might I ask you what 

function is represented in your own mind as to 
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national defence with regard t» the Royal Arsenals? 
What position do you think they occupy in your 
general scheme oh defence P 

Sir Maurice Hankey: The Royal Arsenals, of 
course, manufacture quite a lot of things. As I told 
you, the Army gets quite a lot from the Royal 
Ordnance Factories; and the Navy gets some things 
from them, and the Air Force gets still less. So 
that they are to begin with quite important elements 
in the peace supply. Again talking without being 
an expert on the supply side, I have no doubt that 
they are of great value in chedking prices. Then 
they give you a number of experts in the whole 
business of supply and production. 

4367. Chairman: And a great deal of repairing? 
iS'ir Maurice Hankey: Yes, especially in war. 

Then they have attached to them research depart- 
ments which are very valuable. I do not think they 
entirely replace the private ones, but they are very, 
very important — tremendously important, and very 
good, I think. 

4368. Sir Philip Gibbs: It does seem that in your 
general evidence, in your desire to lay stress upon 
the vital importance of private manufacture, you 
do not say very much really about the possibility 
of expansion and expanding control of the Royal 
Arsenals. 

Sir Maurice Hankey : I did not, perhaps, say 
so much this morning; but I do mention in any 
memorandum, when I am describing the different 
forms of manufacture on which we rely — I give the 
ordnance factories expanded to their utmost, and 
normal contractors in private industry expanded to 
their utmost — I mention both. I had rather taken 
that as read. Of course there were limitations to 
the extent to which they could expand in the War. 

I do not quite know the reasons; it was partly 
because they had so much repair work, but I think 
it was a good deal geographical. They were old 
places and in crowded districts, and that kind of 
thing. 

4369. Sir Philip Gibbs : You mentioned a list of 
articles which are not manufactured (we will say) 
at Woolwich Arsenal. We went to Woolwich, and 
it seemed to me that they were capable of manufac- 
turing ail those articles like, for instance, the very 
lieavy kinds of gun mountings. 

Sir Maurice Hankey: I was giving you a 
summary this morning, of course. I think I told 
you more or less about those in the footnote to 
paragraph 14 of my .memorandum: “The Royal 

Ordnance Factories make forgings for land service 
guns up to 6 in., and can forge up to 9'2 in. (inner 
A tubes). They can also make 4 in. H.A. and 4-7 in. 
naval mountings. They also make heavy coast de- 
fence mountings.” That is why I was rather careful 
to tell you this morning that although that was a 
list of the articles which for the most part were not 
manufactured in ordnance factories there were some 
exceptions. In a further footnote I say: “ Steps are 
being taken to lay out the Royal Small Arms Factory, 
Enfield, for manufacture of tho lighter types. For 
the heavier types of machine guns we rely mainly 
on Vickers-Armstrongs. . . .” That was the informa- 
tion which I acquired about a year ago. I have 
not had it brought up to date. 

4370. Sir Philip Gibbs : What I have in my own 
mind is that the Royal Arsenals and Dockyards and 
other establishments might be regarded as a sort 
of G.H.Q. of an organised system for defence, and 
therefore it seems to me that perhaps not sufficient 
importance is attached to those national establish- 
ments, and that they are perhaps being starved 
unnecessarily in order to hand orders to the private 
manufacturers? 

Sir Maurice Hankey : With regard to them not 
being used, of course they are regarded as tremend- 
ously important. On our Principal Supply Officers 
Committee and the Supply Board, which is a sort of 
executive body of the Principal Supply Officers Com- 
mittee, which has a whole number of supply com- 
mittees under it, Woolwich is strongly represented. 


The Director of Ordnance Factories is a mem- 
ber of the Supply Board. As regards starvation, 

I do not know about that. That is a new sugges- 
tion to me. I do not think anybody is going to be 
starved in the next few years; but I can imagine 
in the lean years that we have been going through 
they may have placed some orders with the private 
firms rather to keep them alivq like they did before 
the War. I do not know. It is a guess. 

4371. Sir Philip Gibbs: I was rather struck by the 
lists you gave of the relative orders given to naval 
dockyards and to private firms. You read out 
various lists showing that the proportion of orders 
received by the private firms tends to increase very 
largely; but I would like to ask you why should not 
more ships be built in the naval dockyards? 

Sir Maurice Hankey : I can answer you by 
reference to a passage in paragraph 13 of my state- 
ment, which I obtained from the Admiralty. I have 
been very carefully into these things with the depart- 
ments. I have had great numbers of conferences 
with them, and I have had a great deal of written 
material: “ If there should be any increase in naval 
strength ” — this was written a year ago — “ 95 per 
cent, of the new orders would have to be given to 
private firms.” That is because the dockyards, I 
take it, were as full as they could be. 

4372. Sir Philip Gibbs: 1 am afraid I did not quite 
catch your answer. 

Sir Maurice Hankey: That is because the 
dockyards were as full as they could be, they could 
not take more than that additional 5 per cent. 
There is another point I could mention on this. 
I mentioned just now Enfield. The Roj'al Small 
Arms Factory at Enfield is being laid out for the 
manufacture of the lighter types of machine guns. 
That does not look as though they were starving 
these establishments. They are finding more work 
for them. 

4373. Sir Philip Gibbs : You laid a good deal of 
stress in your evidence on the efficiency of design 
and inventions created by private firms, but I rather 
want to suggest to you, or at least ask you, about 
the relative values of design coming from the 
national establishments. Now, it seems to me that 
perhaps the private firms are rather apt to exagger- 
ate the importance of their novelty of design and 
of their variety of invention; but when one comes 
to guns and howitzers, and the ordinary type of 
weapon, one finds that the design does not vary 
very much, and in fact that the designs actually 
come from the Royal Arsenals and from the govern- 
ment departments, and are handed down to the 
manufacturers to prodxice. Would you agree with 
that at all? 

Sir Maurice Hankey: Sometimes it is one and 
sometimes it is the other. I remember a case not 
long ago of a coast defence design that one of the 
firms designed for a foreign order. It was a very 
good design and it has been taken up in the 
Dominions. Sometimes the firms get a good idea, 
and sometimes the government gets a good thing. 
I think some of the anti-aircraft designs of private 
firms have been very good indeed. 

4374. Sir Philip Gibbs : I think the normal pro- 
cedure in making contracts for weapons is for the 
design to be handed by the government to a con- 
tractor, and then he has to work to certain specifi- 
cations? 

iS'ir Maurice Hankey: But are not you con- 
fusing two things — specifications and designs? They 
are quite different things. You give a ma.n a 
specification ; that merely tells him what you want, 
the sort of thing you want, and then he has to put 
it into design. I think the Air Ministry, for in- 
stance— in fact, I read a passage which proves it 
this morning — sometimes sends out specifications and 
has a competition on them, but the design is with 
the private firm, and I think that is probably the 
general procedure. I think I am right there. 
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4375. Sir Philip Gibhs : I was rather given to under- 
stand by some witnesses that the specification which 
was handed to the contractor in many cases 
amounted to a design, and in any case I think I will 
base my remarks on the general fact that, apart 
from aviation, the standardisation of weapons has 
now become fairly fixed, and that a 6-inch gun is a 
6-inch gun, and that the private firms do not sud- 
denly develop strange, odd and terrifying weapons, 
but work really to a kind of standardisation. 

Sir Maurice Hankey : "When you except 

aviation do you except anti-aircraft too? I think 
there has been a good deal of development there. 
There is other development going on, there is the 
Bren machine gun and the other one — I have for- 
gotten its name — which I mentioned this morning 

4376. Secretary: The Browning? 

Sir Maurice Eankey. Yes. Then tanks also. 
There is an awful lot going on there in design, and 
in anti-tank work. 

4377. Sir Philip Gibbs : I think a good deal is 
going on at Woolwich, if I may say so? 

Sir Maurice Hanhey : Yes. 

4378. Sir Philip Gibbs : The drift of these (pies- 
tions is that I personally can envisage a situa- 
tion in which it would be rather forced upon you, 
owing to (we will say) an international agreement 
on the limitation of arms, to rely more upon the 
Royal Arsenals as a sort of G.H.Q. for design and 
for gauges and jigs with the general industry of the 
country mobilised. 

Sir Maurice Hanhey : I do not think there 
is really anything between us on that. I think 
we do regard the arsenals ae very important indeed 
for these things. That is the place where .we get 
our own practical knowledge ; that is the place 
where our own very expert people get their ex- 
perience. I do not believe there is anything be- 
tween us there. 

4379. Sir Philip Gibbs: Would not that argument 
also rather include personnel? You keep on saying 
(and of course it is very important) that you must 
keep highly skilled personnel in the country; but it 
seems to me that whatever method is adopted, 
whether you lay more stress on the work in the 
arsenals, or more stress on private manufacture, 
that the same kind of men will really have to be 
employed under one system or another in order to 
supply certain quantities of arme, and that the 
efficiency of the personnel is hardly affected whether 
they are under government employment or private 
employment. 

Sir Maurice Hanhey: I do not see why effi- 
ciency should be affected at all. My point is not 
that they are more efficient or less efficient, but I 
thought the government would not employ so many. 

I think the tendency of the government would be 
to let the thing run down. I took the case of im- 
mediately after the War, and in fact all years after 
the War, and how difficult it would have been if 
you had introduced government monopoly in (say) 
1924 — that is when everything was down pretty low 
— how difficult it would have been to persuade Par- 
liament to put up the extra apparatus as against 
the contingency of a great increase in (say) 1935. 

I think the private firms by hook or by crook, 
either by foreign orders or by making merchant 
ships, or whatever it was they made, did keep a 
good many of those men. One knows they lost 
a lot of them ; a lot of them went abroad to 
America; but they did keep a good many. I think 
they kept a good deal more than the government 
would have kept. 

4380. Sir Philip Gibbs : But is it not rather logical 
that, apart from the foreign trade, the same amount 
of personnel remains in the country whether it is 
employed by the government or by private firms? 

Is not that rather an unanswerable argument? 

Sir Blaurice Hanhey: Actually engaged on 
armaments for the British Government? 


4381. Sir Philip Gibbs: Yes. Whatever system is 
adopted, the number of the personnel and its effi- 
ciency depend entirely upon the orders given by 
the government? 

Sir Maurice Hanhey : Yes. 

4382. Sir Philip Gibbs : On orders given by the 
government apart from foreign trade? 

Sir Maurice Hanhey : I suppose if you can 
keep a man going on other work that is somewhat 
analogous, for instance, we will say you have a 
man who makes heavy forgings and he has been 
working on those for guns — I hope I am not using 
wrong technical terms — and then I.C.T. come along, 
and they have a big project for the hydrogenation 
of coal and they want a forging which is rather 
similar; they buy it from the firm that was making 
it before and that keeps the man employed. 1 
think you have a better chance of keeping men 
occupied on business that is sufficiently, or on oc- 
cupations that are sufficiently near their war 
occupations to keep their hands in. Of course, 
also, there is the point that the variety of foreign 
orders is rather greater than we can give; the firms 
get orders ‘for different sorts of things and they 
get a good deal of experience there and increased 
opportunities for training. They make types of 
things, I suppose, that we do not reqxiire which are 
required for particular countries. 

4383. Sir Philip Gibbs: You used one phrase about 
the greater elasticity of the private trade? 

Sir Maurice Hanhey. Yes. 

4384. Sir Philip Gibbs: And then you say in para- 
graph 29 it would be necessary to enlist engineer- 
ing firms in case of w’ar, and then you talk about 
forging plant for the hydrogenation of coal, 
and so on? 

Sir Maurice Hanhey: Yes. 

4385. Sir Philip Gibbs : Could not a very fair argu- 
ment be put up that the ordinary civil engineer- 
ing in this country does actually provide an enor- 
mous amount of elasticity in invention and scien- 
tific knowledge, and that in the case of need 
all that extraordinary engineering skill could be 
very rapidly adapted to a government controlled 
system ? 

Sir ]\Iaurice Hanhey: Oh. yes; of course it 
can be adapted ; but I have also made the point 
that it takes a good deal of time. We are not 
the only nation who have thought about this. For 
instance, in America there has been a good deal of 
publicity about it, and I think that the point 
always comes out that there is a time lag. The 
great problem is to reduce that lag to the utmost; 
bxit I agree with you. Sir Philip, that in the course 
of the war you will develop all sorts of people who 
develop designs and inventions, and so on. 

4386. Sir Philip G%bs: Bixt is not part of the 
purpose of the White Paper this year to extend the 
possibility of experience by placing orders with the 
smaller firms who have not previously manufactured 
weapons of war? 

Sir Mawice Hanhey. Not only the smaller 
ones; the larger ones, too. 

4387. Sir Philip Gibbs: Although I may bo wrong, 
it seems to follow from that that "with your present 
system, or plan rather, of reorganisation, if you had 
a sort of central laboratory in which jigs and 
gauges, and so on, are kept that could be planted 
out in the general engineering industry of the 
coimtry, that you would be able in any future war 
to avoid that very dreadful lag which "took place in 
the last war? 

Sir Maurice Hanhey : I would go further than 
you, Sir Philip. I would not have all these things 
in the government arsenals; T would have them, if 
possible, somewhere near the place where they are 
going to he used. With regard to blue prints, and 
all that sort of thing, T dare say you remember 
there was gi*eat difficulty about those thing.s at the 
beginning of the War. Firms used to come and 
look at a shell at Woolwichj and that kind of thing. 
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A tremendous lot has been done in all those kinds ot 
directions since the War. 

4388. Sir Philip Gihhs : That does, at any rate, help 
towards the prevention of that lag? 

Sir MauHce Hankey : It helps; but I am 
afraid, in spite of that, there is always going to 
be a lag; although you may have some of the people 
trained you will not have others trained. There is 
bound to ’be a lag. I think everyone agrees in that. 

4389. Sir Philip Gibbs : May I get on to the subject 
of foreign export trade? Of course a very great 
deal of the hostile criticism has ibeen levelled against 
the armament firms on the foreign trafl&c in anns? 

Sir MauHce Sankey : Yes. 

4390. Sir Philip Gibbs : It seems to me — in fact, it 
is quite obvious — that you defend the foreign traffic 
in arms because you think it really is essential to 
our own defence iby giving experience and by 
bringing in money to the armament Anns, and so 
on, but do not you think that is an extraordinarily 
dangerous argument, and that if it is carried a 
little further than you carry it, the_ orders become 
very apparent? For instance, I think you would 
admit that if we sell o\ir most efficient weapons to 
foreign countries, as we do, that that does tend to 
develop a danger with which later we may have to 
deal? 

Sir MauHce Hankey: I have always been vei^- 
dubious about that argument. I do not think it 
does really develop danger. I think most of it goes 
to countries where there is not the least risk of its 
being employed against us, anyhow. I do not really 
know where the danger comes. There may be great 
advantages in it. Supposing you are going to apply 
collective security. You know what has happened 
in all the wars of British history. Wherever we 
have been allied we have had to become the banker 
and the arsenal, right up to the last war. I suppose 
there is some advantage from that point of view, 
and if collective security is going to work these 
people will come to us — our colleagues in the process 
will come to us for supplies, and there will be great 
advantages if we have supplied them before, will 
there not? I must not ask you questions; it is not 
fair. 

AB91. Sir Philip Gibbs: I notice that General 

Edmonds, in a quotation you give in paragraph 88, 
says in fact that the private traffic in arms did 
promote small wars. 

Sir Maurice Hankey: I do not think he goes as 
far as that. 

4392. Sir Philip Gibbs : He says that in parenthesis 

“ . . thus promoting war, according to my know- 

ledge . . .” 

Sir MariHce Hankey : I think “ according to my 
knowledge ” belongs to the next part of the sentence, 
after the comma. 

4393. Sir Philip Gibbs: There is a dash after it; but, 
anyhow, it seems to assume that this traffic in arms did 
promote small wars. 

Sir MauHce Hankey: I should like to know 
which small wars. 

4394. Sir Philip Gibbs : Might I suggest to you two 
small wars which became very important afterwards 
because they were the prelude to the Great AVar, and 
those were the Balkan wars of 1912? 

Sir Maurice Hankey : What were the causes of 
those? You have to go into what were the causes of 
those wars. I suppose the previous war, the Turkey- 
Italy war over Tripoli really started that ball rolling, 
did it not ? 

4395. Sir Philip Gibbs: I think it did; but I think 
also that those people, who were extraordinarily 
primitive people, and who used to fight each other as 
we play football matches on a Saturday afternoon, 
were developed into very highly dangerous groups of 
people by getting all these modern weapons from the 
private firms. In fact, I saw that with my own eyes. 

Sir Maurice Hankey : I have seen things with 
my own eyes, too, in that part of the world ; and I 
should say those wars were prompted very little by 


armaments at all. Of course people cannot fight 
unless they have arms, but I should say it was the 
national societies and the tremendous political move- 
ments that prompted those wars. Right through the 
Levant there were societies of that kind. I remember 
going to a Turkish Island — ^I had been there last in 
1900; then I went in 1907. Well, immense churches 
and schools, and all that kind of thing has grown up 
in many and many a village promoted by a national 
society — not a Turkish society; another nationality. 

4396. Professor GutteHdge : One of those Greek 

national societies ? 

Sir MauHce Hankey : Yes. 

4397. Sir Philip Gibbs: Do not you think those 
political conditions became a menace to the whole of 
Europe when those rather primitive peoples became 
armed with very dangerous weapons? 

Sir MauHce Hankey: I do not believe they were 
very heavily armed. As General Edmonds says, they 
armed themselves a good deal with old stuff, and they 
went into war sometimes with very little armaments. 
Do you remember the war of 1897 ? The Greeks were 
very badly armed in that war. 

4398. Sir Philip Gibbs: Later in the siege of 

Adrianople they were using the most modern weapons 
in the way of big guns and howitzers? 

Sir MauHce Hankey : They had some. 

4399. Sir Philip Gibbs : They had a good many. They 
were able to put up very heavy barrages and very 
heavy (bombardments. 

Sir MauHce Hankey: Those were really what 
I call in my paper irredentist wars. 

4400. Sir Philip Gibbs: I do not think you would 
be able to say that of the war between Bulgaria and 
Serbia. 

Sir Maurice Hankey: No; but remember, the 
origin of that war had nothing to do with armaments 
at all. The origin of that war was fighting over the 
spoils. 

4401. Sir Philip Gibbs: Yes, but I feel myself— of 
course this is rather an argument than an endeavour 
to obtain evidence — that owing to the fact that they 
were heavily armed they became first-class nations 
as fighters, and therefore involved the whole of 
Eiirope, whereas if they had remained primitive they 
would not. 

Sir Maurice Hankey: Supposing they had re- 
mained primitive they might have been over-run by 
their previous masters. I suppose it was rather a 
good thing those coTintries securing their indepen- 
dence in the long run, and they might have been 
over-run if they had not had the means of resistance. 

4402. Sir Philip Gibbs : Generally speaking, it seems 
to me that you do in your last paragraphs of your 
evidence under-estimate the dangers which to my 
mind, anyhow, seem to exist in the foreign traffic 
in arms, and that you do not allude in any way 
at all to any abuses which are included in that 
traffic in arms. The question is : do you recognise 
any abuses? 

Sir Maurice Hankey: I think that rather 

comes into my next appearance, if you can put 
up with another. 

Sir Philip Gibbs : Thank you very much. 

4403. Dame Packet Growdy: I have listened, as I 
am s\ire all the members of the Commission have, 
to your extremely able defence of the private manu- 
facture of arms. Have I understood you rightly — 
and I think I did? Your contentions were that 
private manufacture should not be abolished because 
prohibition would be disastrous — I took your words 
down very roughly — to Imperial Defence. In any 
case it would be out of the question at a time of 
crisis, and the case had not been established against 
private manufacture? 

Sir Maurice Hankey: Yes, I gave that as my 
general siimmary. 

4404. Dame Bachel Croiody : Those were the three 
general contentions? 

Sir MauHce Hankey: I thought I ought to tell 
you where I was going so that you could follow my 
argument better. 

4 S 
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4405. DameltachelCrowdy : I think no one would dis- 
pute the fact that trade certainly played an enormous 
and a very raluable part in the last war ; that it 
plays a very important part, and a very large part in 
the present scheme of Imperial Defence. I suppose it 
is rather more debateable in the minds of some of us 
as to whether it need be such an important part not 
in the defence of to-day but the day after to-morrow. 
Then, again, I think probably a good many of us 
felt great sympathy with what you said about not in 
any case swapping horses when crossing the stream ; 
but when we get to your third contention about 
private manufacture, that the case against private 
manufacture has not been proved, I find myself 
in a very difficult position because I cannot really 
distinguish very clearly between your first memoran- 
dum and your second memorandum, and I am there- 
fore not quite clear as to how far one can question 
you on that third contention. 

Sir Maurice Kanhey : Perhaps I might explain. 
I only mentioned the third contention so that on the 
first day I should make it quite clear where I stood, 
but I rather hoped you would keep your cross- 
examination on that third point until next time for 
the reason that my second memorandum deals almost 
exclusively with that point. 

Dame Backel Croxedy What was in ray mind 
was the footnote to paragraph 103 of your statement, 
and 1 did not want to lose my opportunity of com- 
menting upon it. There is this rather astonishing 
footnote : 

“Since this was written a study of the evidence 
of ‘ grave objections ’ to and ‘ evil effects ’ of 
private manufacture has been made in a second 
memorandum, and it has been shown that the 
whole case against private manufacture is non- 
proven and greatly exaggerated, and that the 
alleged ‘ evils ’ would not he removed by govern- 
ment monopoly.” 

I will take up my remarks on that when we discuss 
yo^ second memorandum, but I would like to say 
this one thing here, that I do not think you will 
find all the members of the Commission are quite in 
agreement .with you on that particular categoric 
statement. I have nothing else to say: I was going 
to talk about that. 

4406. Sir Thomas Allen: You will appreciate. Sir 
Maurice, that there is an aspect of the case we 
have to inquire into that has not been dealt with 
by you in your evidence submitted to-day. Under 
our terms of reference we are delegated to inquire 
into the allied evils of the traffic in arms. Your 
evidence cnis morning has rather leaned towards 
the value, the importance, and the significance of 
private manufacture. Have you any views that you 
could give us on the other side at all, because you 
did tell us this morning that both the present 
Prime Minister and his predeces.sor had told you to 
give to this Commission every service possible. Could 
you help us in that direction? Do you know of 
evils that do exist and which might under some other 
system be removed? 

Sir Maurice Uanhey : No. The whole of my 
second memorandum is devoted to that point really; 
but taking up the question of whether these evils 
do exist or not, the case that I make there is 
that they have not been proved. 

4407. jSzt Thomas Allen : You did remark somewhere 
that it was only recently that attention has been 
called to this matter. Mr. MacDonald, who was 
Prime Minister at the time, made this speech at 
Southampton on 13th November, 1934. He said he 
called the private manufactutre of armaments a 
dangerous trade, and he said that .some of the com- 
petition that is carried on in that industry is bad 
and unsavoury. Moreover, he said it may often 
mean arming against ourselves. Lord Rennel of 
Rodd, who is a famous diplomat, and I think a 
former ambassador, also said the other day it 
would not be without value if associations in this 
country were to direct their energies in investigating 
the control over publicity and the political influences 


exercised hy those vast interests on the Continent 
which are engaged in the manufacture and furnish- 
ing of armaments; and then a witness who came be- 
fore us, not unimportant, in the person of Mr. Noel 
Baker, who has had very great experience in these 
matters of lobbying at the Disarmament Confer- 
ence, said : I am convinced from my personal ex- 
perience that agents of the armaments firms were 
engaged in work like Mr. Shearer with greater dis- 
cretion but with no less pei-sistence. My point is 
with reference to Article 8 of the Covenant, where 
reference is made to this matter, that there are no 
records with regard to prior investigations, that does 
not help us very much. 

Sir Maurice Hankey. Of course I have de- 
ployed the whole case on that side, including every 
point you have mentioned, in the second memo- 
randum. I may be right or I may be wrong, but 
my evidence is there for you, and I think you are 
going to hear me next time about that. 

4408. Sir Thomas Allen: That is my difficulty. 1 
am rather in an awkward position about question- 
ing you at all to-day. I .would very much have 
preferred that we had the second paper before we 
proceeded. 

Sir Maurice Hankey: I see. It is rather late, 
is it not? I am afraid I have been a great nuisance 
to you. I have read all the evidence, the whole 
case being wonderfully deployed on the other side, 
but no one stated the case on the side of private 
manufacture. The armament firms have given their 
side, and I came really to give another side — it is 
not the government’s side; what I call the depart- 
mental side, which is what I gave this morning in 
favour of industry; but I thought it woxxld be just 
as well to put together the whole case in opposition 
to the evidence which has been given against the 
side I am advocating. 

4409. Chairman: It is really the speech of the 
counsel in reply. 

Sir Maurice Hankexj : That is right. 

4410. Chairman: That is a fair summary, is it not? 

Sir Maurice Ilanhey: I am afraid T am a very 

poor counsel, but that does define what I have taken 
on. 

4411. Chairman: It is not any longer evidence — your 
second statement — it is a criticism of the case made 
against private manufacture? 

Sir Maurice Hankey : Yes. 

4412. Chairman : A criticism of the evidence which 
has been given in support of it, and your personal 
contention as to what the correct view should be? 

Sir Maurice Hankey : That is exactly right. I 
cannot help it if it was too long to be done in one 
day. It was such a very big subject. 

Chairman : Any questions that anybody wants 
to ask need not be confined to this. You can wait 
until we have time to go into the second memoran- 
dum and then ask any questions you like covering 
both. 

4413. Sir Thomas Allen: Is it contemplated \indor 
the White Paper that we should have some further 
development in national factories? What some of 
us^ are afraid of is this, that in a state of emergency 
this system is going to be so perpetuated that the 
last position will be worse than the first, and after 
this stunt is over we shall have a lot of people in 
this country trained to make armaments who will 
still want continuity of work, and our position will 
be made more difficult, and that if the government 
even under this rearmament scheme had made some 
further attempt to do something on a nationalisation 
principle we should have had greater confidence than 
we feel at the moment. 

Sir Maurice Hankey : I have already told you 
of one case; the Enfield factory making machine 
guns ; and I have very little doubt that there may 
be other cases. Of course it has not begun very 
long — that is, the re-conditioning of the older ser- 
vices. The X'e-conditioning of the Air Force began 
Lack in 1934, but the re-conditioning of the other 
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services 'lias not gob very far, and perhaps it is 
rather early to answer your question. It is just pos- 
sible I may be able to say something more on that 
next time. I will make a note of that. 

4414. Sir Thomas Allen : Because I have heard 

already that under the new scheme of rearmament 
contracts are going out to recognised armament firms 
and there is a good deal of sub-contracting going on 
at present which must be largely out of control of 
the government. 

Sir MauHce Eankey. It is all being worked 
out very carefully. 1 think the sub-contractors have 
been linked up into the scheme to some extent. 

4415. Sir Thomas Allen-. Do not you think the 
government could have done something even at this 
juncture? Take the case of aeroplanes, for example, 
which is practically a new industry. 80 or 90 per 
cent, of the total output of aircraft is for armament 
purposes. If thex’e had been the will could not an 
attempt have been made to make a start in that 
direction ? 

Sir Maurice Ilankey : The whole experience 
of the Air Ministry is against that — they get 
greater efficiency out of the private firms. What 
the Air Ministry want is the best aircraft they can 
get, and they are quite satisfied that the system 
they are working under is the best, otherwise, of 
course, they would have built factories. 

4416. Sir Thomas Allen : Has any other system been 
really tried as a business proposition? 

Sir Maurice Hankey : To some extent in the 
War. They have war experience. There was a 
certain number of aircraft made towards the end 
— it was very small at the beginning of the War 
certainly. There was the Royal Aircraft Factory 
at Farnborough. That, of course, was mainly ex- 
perimental, but I think it built some. 

4417. Sir Thomas Allen : You have laid great stress 
upon the importance and significance of trading 
in arms. Do you see any reason at all why the 
government should not be the sole salesman? 

Sir Maurice Hankey: Trade in arms? 

4418. Sir Thomcts Allen: Yes. 

Sir Maurice Hankey : Supply other countries 
with arms? 

4419. Sir Thomas Allen: Yes. 

Sir Maurice Hankey : I see very grave ob- 
jections to that. You start this horrible business 
of competition between governments for orders. 
There has been competition in the past where gov- 
ernments have pushed their firms because they 
wanted to get them the orders and get the in- 
creased potential, and so on- It would be worse 
if governments were manufacturing armaments for 
foreign countries. 

4420. Sir Thomas Allen: Could not you limit the 
competition by having one salesman in each coun- 
try as against many? 

Sir Maurice Hankey : A government sales- 
man who sold 

4421. Sir Thomas Allen: One government being the 
salesman to another? 

Sir Maurice Hankey : It is going to be very 
difficult to work. Supposing one country produced 
such very fine things, and offered them so cheaply 
that all the world ordered their arms there, and 
that government thereby was enabled to build up 
a gigantic war potential, it would dominate the 
world. The other countries must compete to pre- 
vent that happening. That would mean the whole 
world being dependent on one or two countries. It 
seems to me to open the door to the most dreadful 
bargainings and difficulties of every sort and kind. 
1 should think the effect on diplomatic relations 
would be absolutely deplorable. 

4422. Dome Hachel Crowdy: But would not diplo- 
matic relations control that situation to a certain 
extent. One cannot imagine country A touting in 
country C for orders in the event of some on-coming 
trouble, if country A had in Geneva (say) a diplo- 
matic delegation trying to ensure peace between 


country C and another country, whereas the pri- 
vate manufacturer would probably rush to the spot. 

Sir Maurice Hankey : Supposing country A 
has not got representation in Geneva at all, and 
does not hold with Geneva, what happens then? 

4423. -Sir Thomas Allen : You are aware, of course, 
of the peace ballot which took place in this coun- 
try ? 

Sir Maurice Hankey : I do not know much 
about it. I was in the Dominions at that time, 
and I really knew nothing at all about it. It was 
all over when I came back. 

4424. Sir Thomas Allen: But I presume you do 
know that 11,000,000 peoide expressed their readi- 
ness and willingness to put their confidence m the 
government and take the risk that it should be 
under the obligation to manufacture arms for itself 
and to prohibit export. Would you regard that 
as a gesture at least on the part of the people of 
this country that the government should make some 
greater attempt than it is making under the White 
Paper to meet the conscience of the people as ex- 
pressed in the peace ballot? 

Sir Maurice Hankey: My reply to that is the 
11,000,000 people never heard the case. I did not 
know the case before 1 went into it, and I do not 
know where they could find it. They have never 
heard the case; but I hope this Royal Commission is 
going to give it to them. I do not attach any im- 
portance to a ballot where opinions can only have 
been given almost by instinct, or something of that 
kind. After all, there has been terriffic_ propaganda 
for years and jears against private industry. I 
should think it is almost unexampled. The pro- 
paganda has been tremendous. I have never seen 
the other case really put in full. It would have been 
very much easier if I had not had to start from 
the beginning to look into the facts and try and draw 
a dispassionate view, because all the propaganda is 
the other way. I do not think I should attach any 
importance at all to a vote if it was taken in those 
circumstances. A vote after the people had had the 
Royal Commission’s report might, perhaps, be a 
different matter — if they read it. 

4425. Sir Thomas Allen: It might be a larger 

number. 

Sir Maurice Hankey: That depends upon the 
report, does it not? I am assuming it gives both 
sides of the case fairly. 

4426. Sir Thomas Allen: Their view was arrived at 
in the calm quiet of their own homes without any 
political, external, or public persuasion. I should 
think it was worth some consideration at any rate. 

Sir Maurice Hankey: I am afraid that in 
the quiet of their homes people had only one side 
of the case before them. I confess until I started 
to go into this carefully I had not any idea of 
the 

4427. -Sir Thomas Allen: In the quiet of your own 
home you have come to your conclusion? 

Sir Maurice Hankey : Yes. I have come to 
my conclusions after a very intensive study. Off and 
on I have spent every week-end on this since I came 
home from Australia. 

4428. Sir Thomas Allen: And your view is that the 
people who voted on that ballot bad not the oppor- 
tunity to study that you have had? 

Sir Maurice Hankey: I think they had not 
that opportunity. 

4429. Professor Gutteridge: Can you tell me any- 
thing about thd French powder monopoly? 

Sir Maurice Hankey : No, I do not know any- 
thing about it. 

4430. Professor Gutteridge : Then I will not pursue 
that. Do not you think there is a case for the 
complete abolition of the trade in obsolete arms. 
Have you applied your mind to that as a separate 
question? 

Sir Maurice Hankey : I have not really applied 
my mind to that question. I think it is in quite a 
different category from the rest from the point of 
view of Imijerial Defence. Beyond that I should 
not like to go very far because I have not thought 
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it out, and I have not discussed it with other depart- 
ments, and so on. 

4431. Professor G^ttendge : Perhaps you would con- 
sider that before next time, because I can only say 
from the evidence which we have heard it seems to 
me, leaving all other questions on one side, there 
is a very strong case for doing away with that trade. 

Sir Maurice Hankey : I will thi rth about that. 

4432. Professor Guiteridge : I think it would lighten 
the task of our government in certain directions very 
much, and also promote the peace of the world. 
Perhaps you will consider that. 

Sir Maurice Hankey : Yes. 

4433. Professor GutteHdge : I am not quite sure 
whether I ought to raise it now or on your second 
memorandum, and that is the question of definition. 
You have alluded to definition at some length here. 

Sir Maurice Hankey : Yes, I have. 

4434. Professor Gutteridge : Perhaps I might put the 
point to you. It seems to me although it would be 
no doubt very difficult to define armaments accur- 
ately, it would be possible to draw up a working 
list such as that which is used by our government 
authorities for licensing pxirposes? 

Sir Maurice Hankey: Yes, it is certainly 

possible to draw up a list. What has been rather in 
my mind is that it is rather difficult to draw up a 
working list that is really on a logical basis. 

4435. Professor Gutteridge : Yes, I agree it may not 
be logical and it may not be scientific; but for my 
own part I cannot see any difficulty in having the 
kind of list that (say) the Board of Trade works on. 

Sir Maurice Hankey The kind of list you 
have in the Convention ? 

4436. Professor Gutteridge : Yes, and there is one 
scheduled to the Order in Council of 1931. 

Sir Maurice Hankey : The objection I see 

to that is that I think afterwards you will find 
that all the allegations as regards grave objections 
and evils which have been so much exa gg erated, will 
be urged against the things that are out of the list. 

4437. Professor Gutteridge : That may be so, but that 
is not my point. I just wanted to have your views 
as to whether it would not be possible for working 
purposes to have a list which would more or less be 
what was required. 

Slir Maurice Hankey. I think there is not the 
smallest doubt you could draw up a list, but what 
I am afraid is you will not settle the controversy. 
That is all. 

4438. Professor Gutteridge : Perhaps that is so. 

Sir Maurice Hankey : And that a lot of the 
arguments will, whether or not they are true at 
all, be brought up against that. 

Professor Gutteridge : Probably the sort of list 
that is used in connection with licensing would do 
all that is necessary I should think. 

4439. Sir Kenneth Lee : I want to ask you two or 
three questions actually on your statement. In para- 
graph 35 you say : In the aircraft industry there 
are a number of competing design staffs which 
would not be retained under a system of state manu- 
facture. VTiy should not they be retained under 
a system of state manufacture? 

Sir Maurice Hankey ; I see that passage is 
actually put into italics. 

4440. Sir Kenneth Lee: Yes. 

Sir Maurice Hankey : I think what is at the 
back of that is that the whole tendency would be to 
reduce your designing establishment to one place if 
you had government manufacture. One knows the 
way parliamentary committees, and so on, work. 
They set on the department and say : it would be 
very much in the interests of economy if all design 
was concentrated in such and such a place whereas 
now you do get in theory your design spread about, 
as I said this morning, in rather different environ- 
ments; in different circumstances. I do not think 
it is more than that. 

4441. Sir Kenneth Lee: But the government have 
actually done research and design work on a much 
larger scale than private manufacture could possibly 
undertake. 


Sir Maurice Hankey: That may be so. I do 
not know what the comparison is between private 
and public research. A great deal is being done 
by both. I remember Lord ,Mond telling me once 
that anything the government was doing was 
ridiculous compared with what his firm were doing, 
but I do not know whether that was right. Of 
course it is done on a big scale in the government. 

4442. Sir Kenneth Lee : Could it be done on a mirch 
greater scale by the state if the state wished ? 

Sir Maurice Hankey: Yes, if you are prepared 
to spend your money, and Parliament was prepared 
to approve it, and you did not get cut down when 
money was a bit short. There would not be anjdhing 
to compete with. At present you have all these 
people in competition with one another. Yoxi would 
rather lose that element. 

4443. Sir Kenneth Lee : They would still be com- 
peting surely if there were different staffs working 
in different places? 

Sir Maurice Hankey: No, I do not think they 
woxild, because they would all go to a central place. 
I do not think you would get that same sense of 
competition that you get in what I know some people 
object to so much, the private element. It gives you 
very keen competition. 

4444. Sir Kenneth Lee : May I now turn to the 
profit element? 

Sir Maurice Hankey: That is in my second 
memorandum. 

4445. Sir Kenneth Lee : There is something about 
it in paragraph 68. If you would sooner deal with 
it on your second memorandum we had better leave 

it. 

Sir Maurice Hankey : I do not know what the 
point is. 

4446. Sir Kenneth Lee: You say "... a better 

control over profits will be exercised . . .” "What 

control is it intended to exercise? Is it percentage 
on profits which is going to be controlled, or absolute 
profits? 

Sir Maurice Hankey. I am not prepared to 
talk about that. You will find in the White Paper 
some remarks about that, and I am not prepared 
to go beyond that. After all, you have all the 
experience of the Ministry of Munitions in controlling 
profits, and you are getting the experience of youx’ 
present reconditioning; but that really is not my 
subject. There have been statements in Parliament, 
and so on, I think, about it. But it is not my 
subject except that it is very much in the programme. 

4447. Sir Kenneth Lee : Of course it is one of the 
objections to the private manufacture of arms? 

Sir Maurice Hankey : Yes. 

4448. Sir Kenneth Lee : It is one of the objections 
which have been brought before us, anyway. 

Sir Maurice Hankey: That they made undue 
profits ? 

4449. Sir Kenneth Lee : Yes. 

Sir Maurice Hankey: And then they were con- 
trolled. 

4450. Sir Kenneth Lee: Yes; the higher the price 
the higher the profit. 

Sir Maurice Hankey : Yes ; but as the Ministry 
of Munitions got going it controlled it, did it not? 
A great deal of control was exercised in the War 
by the Ministry of Munitions over the profits of the 
private firms. They made their bargains, and so on. 
They got all that experience. I think, however, I 
have said in my historical account that I have not 
taken the question of profits into consideration ; but 
sxirely profits must have been a very difficult thing 
at that time. Obviously if you produce much more 
of a thing you can produce it much cheaper; and 
so when the Ministry of Munitions got going, and 
these things were being produced in large quantities, 
naturally they were much cheaper. Moreover, when 
you got the new national shell factories, the national 
projectile factories, they had the very latest lay- 
out; they had all the experience that the other 
people had got. They had all the lessons learned. 
Obviously under a mass production lay-out it must 
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1)0 mucli clieajiJer to produce a thing so long as you 
are j^roducing enough than it is to produce in the 
relatively small quantities such as there were at 
the beginning of the War. I am rather disposed 
to think there has been a good deal of exaggera- 
tion in the criticism of the firms on that. 

4451. Sir Kenneth Lee: I was wondering whether 
there was any national system being adopted at the 
present time to limit the profit. 

Sir Maurice Uankey : I am not an expert on 
that, and, quite frankly, I do not think I ought to 
talk about it. You see, all that is in the hands of 
the Minister for Co-ordination of Defence. 

4452. Dame Rachel Ci*owdy: Do you feel you could 
tell us about it if we had a private meeting? 

Sir Maurice Sankey: I could not tell you 
very much. It is not really fair. There is the new 
Minister. It is not my subject. He has his own 
experts. I should be afraid of queering his pitch, 
or something. I think it would be very wrong of 
me. I am sure I ought not to talk about that. I 
do not want to be aggressively obstructive, but it is 
not my subject. 

4453. Sir Kenneth Lee : I only mentioned it because 
it was ill the memorandum, and rbecause it has been 
mentioned here many, many times as being one of 
the serious abuses. 

Sir Maurice Hanlcey : I could not mention all 
that list of things without mentioning it as one of 
the things to bo tackled, and it is being tackled. 
That is all. 

4454. Mr. Spender: My questions are quite general; 
they are not on any of these points. When we were 
appointed it was assumed that all these questions, 
including nationalisation and other questions arising, 
were open questions which had been submitted to us 
for an impartial consideration ; but you seem to 
say now, either owing to force of circumstances or 
to the action of the government, a very important 
part of the subject must be considered closed. You 
said it was unthinkable that any answer but one 
could be given to it. Is that your view? 

Sir Maurice Hankey : At the present time. 

4455. Mr. Spender : Your view is that it would be 
useless for us to enter into an argument about a 
large part of that case? 

Sir Maurice Hankey : 1 do not know about 
useless, but I do not think the thing could be done. 

I am not speaking for the government ; I am giving 
you my opinion, and my opinion is that it could not 
be done. 

4456. Mr. -Spender : Then a report on it would be 
just abstract theorising? 

Sir Blaurice Hankey : Yes. 

4457. Mr. Spender: I am not expressing any opinion 
about that, but it is rather important. 

Sir Maurice Hankey : Anyhow, it would take 
a good time, would it not? Supposing you made a 
recommendation one way, the time before it could 
be carried into effect would be rather long. That 
is all. 

4458. Mr. Spender : You said you were against 

monopoly, but you do not mean against state con- 
trol. As I understand it, you are for the right 
kind of control and supervision which brings the 
whole of the industry, not only the technically 
called armament departments, under a preliminary 
survey as a potential. That is your general view? 

Sir Maurice Hankey : Yes, very strongly. 

4459. Mr. Spender: There is no real (opposition 
between pure individualism in this matter and pure 
state control. In your view the object is to find 
the right compromise between the two things? 

Sir Blaurice Hankey: That is right. 

4460. Mr. <^ender : The compromise you call co- 
operation ? 

Sir Maurice Hankey : Yes. 

4461. Mr. Spender: We have been a little confused 
in the terminology of this matter. We have been 
talking about private manufacture, and we find the 
witnesses generally seem to be using the expression 


in one sense to mean the. munition firms like Vickers, 
and so forth, and in the next sentence they mean 
all industry. A good many of the witnesses were 
professedly socialist, and to them your argument 
would not apply. 

Sir Maurice Hankey : I think those who de- 
fended private manufacture disclaimed that that in- 
fluenced their opinions, did they not? 

4462. Mr. Spender: I understand the socialist mem- 
bers of the American Inquiry came to the conclusion 
that it must he all or nothing. 

Sir Maurice Hankey : Yes. 

4463. Mr. Spender: With regard to the Turkish 
case which has formed a considerable part of our 
talk to-day aljout the trade in arms. Did not that 
all a'ise out of the attempt in. 1912 and 1913 of 
oue power to control the army and the other the 
navj’. Do you remember that Liman von Saunders 
was ap, pointed to the army and a Britislh Admiral 
to the navy, and was not it part of that arrange- 
ment that we should supply the Turkish fleet ? _ 

Sir Maurice Hankey : My recollection of it 
is that we merely lent the Turks naval men. I do 
not think we controlled the fleet in any way. I 
think the admiral there was absolutely outside the 
orders of the British Government. 

4464. Mr. Spender: It would foUow naturally if 
he wanted certain munitions, or said he wanted 
them, that the munitions would be sent? 

Sir Maurice Hankey: Probably. 

4465. Mr. Spender: Then the other side of that was 
we were consferucting .battleships for the Turks 
which we bad the right to commandeer in case of 
war? 

Sir Maurice Hankey : Yes. 

4466. Mr. Spender : Is not that an important side 
of it? These arrangements are often reciprocal? 

Sir Maurice Hankey : Yes. 

4467. Chairman: I should like to ask you a ques- 
tion with regard to cost. Supposing by experience 
it is found that under present conditions it is not 
possible to obtain the munitions you require at a 
reasonable cost. Assuming that to happen — I do 
not know whether it is possible or not — the only 
alternative then would be nationalisation, would 
it not? If you could not get the goods at a fair 
.price then you would have to make them yourselves? 

Sir Maurice Hankey : Yes, I suppose that 
would be so, hut I think it is very hypothetical. 

4468. Chairman: I hope it is. I will not say I 
hope it is, but I hope people will he able to find 
out what a reasonable cost is and get the goods 
at a reasonable cost so long as this system goes on. 
That is what I mean. It is not always easy to 
find out what a reasonable cost is. 

Sir Maurice Hankey : Of course, it is a matter 
into which a number of very good brains have been 
put. The whole thing is based on real co-operation 
which is the best basis of^ all. I have always stood 
for co-operation all my time — co-operation between 
the services, co-operation between government de- 
partments, and to-day I am standing before yon 
for co-operation in this matter as the pro-per basis. 

4469. Chairman: When you are inviting a number 
of fresh firms to enter into this business co-opera- 
tion may not be quite so easy. 

Sir Maurice Hankey : I am not sure about 
that. I do not think I should like to admit that, 
because I think they have very strong patriotic im- 
pulses, and if they think the country needs their help 
they will give it. Perhaps you think I have too 
high an opinion of human nature. 

4470. Chairman: Oh, no; I do not think you can 
have too high an opinion of human nature. 

Sir Maurice Hankey : I believe if you can get 
the right spirit you will overcome those sorts of 
difficulties completely. I think they are overcoming 
them to-day in the air programme. 

Chairman: Thank you very much; that is all 
for to-day. We shall not meet again until the 
20th. 


{Adjourned.) 
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STATEMENTS OF EVIDENCE SUBMITTED BY COLONEL SIR M. P. A. HANKEY, 
G.C.B., G.C.M.G., G.C.V.O. 


I attach herewith two Memoranda of Evidence 
dealing only with item (1) of the Terms of Reference 
to the Royal Commission, which is as follows: — 

“ (1) To consider and report upon the practic- 
ability and desirability (both from the national 
and international point of view) of the adoption 

(o) by the United Kingdom alone : 

(6) by the United Kingdom in conjunction 
with the other countries of the world : 
of a prohibition of private manufacture of and 
trade in arms and munitions of war, and the in- 
stitution of a Stax© monopoly of such manufac- 
ture and trade.” 

The first Memorandum was prepared before the 
evidence taken by the Royal Commission was avail- 
able, but a few notes have been added subsequently 
at appropriate points as comments on evidence on 
particular subjects. 

The second Memorandum* takes the form of obser- 
vations on the evidence in favour of prohibition up 
to and including the Tenth Day. 

* See Minutes of Evidence, Day 22. 


I would ask the Royal Commission to note the 
following points: — 

(1) Both Memoranda are prepared from the 
general point of view of Imperial Defence, and I 
am indebted to Government Departments for much 
assistance. 

(2) If technical evidence is required from 
Government Departments, application should be 
made to the Secretaries of the Departments 
concerned. 

I enclose, also, short confidential supplements* to 
this evidence, dealing with matters which it would 
not be in the public interest to include in public 
evidence. If the Royal Commission desire to put 
any questions to me on these confidential supple- 
ments, I would request that this be done in private 
session. 

M. P. A. Hankey. 

December, 1935. 


* Not printed. 
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PART I. 

Introduction. 

,1. On 4th March, 1935, a Statement Relating to 
Defence, dated 1st March, was circulated to Par- 
liament by the Prime Minister as a White Paper 
(Cmd. 4827). The first section recalls that the 
establishment of peace on a permanent footing is 
the principal aim of British foreign policy, and 
shows why every British Government is bound to 
use its utmost endeavours to maintain peace. The 
chief methods by which His Majesty’s Government 
have pursued this policy in recent years, the State- 
ment continues, has been by unswerving support to 
the League of Nations by the promotion, in co- 
operation with other nations, of international instru- 
ments designed to produce collective security and a 
sense of security among the nations, by efforts to 
promote international understanding in general, and 
in particular to bring back into the comity of nations 
all the countries which have been enemies in the 
late War ; and by the reduction and limitation of 
international armaments in order to promote the 
work of pacification and steadily to reduce the means 
of making war. Under each heading the Statement 
contains a list of post-War efforts to achieve the 
above objects. The Statement goes on to explain 
in some detail the reasons why His Majesty’s 
Government, while continuing with undiminished 
vigour their efforts to promote peace and while main- 
taining their confidence in the ultimate triumph of 
peaceful methods, feel that additional expenditure on 
the armaments of the three Defence Services can 
no longer be safely postponed. 

2. One of the most imiportant factors in the re- 
conditioning of our defence forces and defences is 
the means available for the supply of war material 
of all kinds in the varying conditions of peace and 
war. This aspect of the questions under considera- 
tion by the Royal Commission necessarily takes a 
prominent place in this Memorandum of Evidence, 
and a good deal of attention is devoted to the 


position occupied by the private arms industry in 
these arrangements. In Part III consideration is 
given to some of the international aspects of the 
problem. Before coming to details there are one 
or two considerations of a general character to which 
it is desired to draw attention. 

The Covenant and Private MANUTAcruaE. 

3. The only mention in the Covenant of the League 
of Nations of manufacture by private enterprise of 
arms and implements of war is contained in the 
following extract from Article 8 : — 

“ The members of the League agree that the 
manufacture by private enterprise of munitions 
and imiplements of war is open to grave objections. 
The Council shall advise how the evil effects 
attendant upon such manufacture can be pre- 
vented, due regard being had to the necessities 
of those members of the League which are not able 
to manufacture the munitions and implements of 
war necessary for their safety.” 

27ote. — The origin of the attribution of ” grave 
objections ” and ” evil effects ” to private enter- 
prise is examined in some detail in my Second 
Memorandum, Part II and especially Annex II, 
where it is shown that the statements were made, 
so far as available records indicate, without prior 
investigations. 

It should be noticed that this passage does not 
suggest the prohibition of the manufacture by 
private enterprise of munitions and implements of 
war, nor the institution of a state monopoly of such 
manufacture and trade. It is “ the evil effects 
attendant upon such manufacture ” that are to be 
prevented. Prohibition is only one of the methods 
by which this might be achieved. 

Remarks on Detinitions. 

4. A point which confronts the investigator at 
the outset is the correct definition of “ arms and 
munitions of war ”. The definition is one which 
the Royal Commission will no doubt determine for 
itself, having regard to the nature of the objections 
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urged against private manufacture. The Inter- 
national Convention for the Supervision of the Inter- 
national Trade in Arms and Ammunition drawn \ip 
at Geneva in 1925 (Cmd. 3448) establishes categories 
of arms, ammunition and implements of war for 
the purposes of the Convention. For convenience of 
reference these are attached in Appendix I.* Tlie 
problem placed before the Royal Commission in 
Item 1 of its Terms of Reference, however, differs 
somewhat from the subject of the said International 
Convention, and the definition of “ arms and 
munitions of war ” may be considered to deserve 
separate consideration. 

5, Presumably the Royal Commission will include 
in the definition lethal weapons and all that is re- 
quired for their effective employment and mainten- 
ance. For example, among lethal weapons would be 
included guns of all kinds (including howitzers and 
mortars). A naval gun is of no value for naval 
warfare without a ship, to which its mounting is 
fastened rigidly. 

It appears necessary therefore to include warships 
(including submarines and aircraft carriers) as well 
as their guns and mountings in the definition. 
Similarly, on land a gun is useless without its mount- 
ing (as in the case of most coast defence guns), or, 
in the case of moveable guns, its carriage and its 
limbers, etc., for ammunition. So gun mountings, 
carriages, limbers, etc., must be included- Sub- 
marine mines, torpedoes, depth charges and appara- 
tus for their discharge, aeroplanes, seaplanes and 
flying boats, bomb-release mechanism, tanks, 
armoured cars, machine-guns, small arms, pistols, 
grenades, bayonets, swords and sabres, must evi- 
dently find a place in the list. There have to be 
considered also a variety of scientific instruments 
(such as fire-control and range-finding instruments), 
sighting-gear for aeroplanes, searchlights, telephone, 
wireless and signalling apparatus for all three Ser- 
vices. The definition of “ munitions ” must include 
shot, shells and air-bombs of all kinds, small-arms and 
machine gun ammunition, certain kinds of fireworks 
and such accessories as propellants (cordite), ex- 
plosives, detonators, fuses, primers and caps. Within 
the general definition of “ arms and munitions of 
war ” would appear to fall protective materials such 
as hardened steel for armour-piercing projectiles and 
for armour-plating and bullet proof plate as used for 
ships, coast defence, gun and machine gun shields, 
tanks, armoured cars, aircraft and steel helmets, and 
all the apparatus of chemical warfare, including pro- 
tective appliances or materials like gas-masks, anti- 
gas clothing and chloride of lime. 

6. An important point arises as to how far manu- 
factured component parts and constituents of arms 
and munitions of war ought to be included in the 
definition. Warships, for example, require boilers, 
engines, propelling machinery, electrical appliances 
of many descriptions, and all kinds of auxiliary 
machinery and apparatus of the highest quality. The 
same principle applies to aircraft, tanks, and 
armoured cars and to such essentials of modern 
warfare as mechanical transport and in some cam- 
paigns railway material, without which neither an 
army nor an air force can take the field under 
present-day conditions. Another ease is that of 
horsed transport. Are these borderline cases to be 
included in the definition? Again a shell is of no 
value without explosive, nor a gun without pro- 
pellant. State factories manufacture explosives and 
propellants, but their constituent chemicals are made 
by private industry. Are we to include in the defini- 
tion of arms and munitions of war nitric and sul- 
phuric acid? What, again, is to be the position of 
shot guns and sporting rifles and ammunition? 
Instances could be multiplied over a wide range of 
materials of war to show how arms and munitions 
shade off from the completed article through its com- 
ponents and essential accessories, first into articles 

* Proposals for a modified set of categories have 
recently been accepted with certain reservations by the 
Committee set up by the Disarmament Conference at 
Geneva to examine the question of the Trade in and Private 
and State Manufacture of arms and implements of War. 
(See Disarmament Conference Document Conf. 100 of 
12th April, 1935.) 


approximating to those of civilian manufacture and 
use, but with a distinctive form, such as uniform 
clothing, boots and equipment, or saddlery, and 
finally into such materials common to military and 
civilian life as medical supplies and equipment, 
lubricants, various kinds of fuel (particularly liquid 
fuel of all kinds and petrol), which often require a 
special specification or standard for Service pur- 
poses. At the extreme end of the scale, perhaps, 
comes food — for an army is said to march on its 
stomach, but presumably no one would propose to 
include it since it is necessary to life itself. And 
in some theatres of war distilling apparatus and 
plant for raising and conveying water may be 
just as essential as food. 

7. A similar difficulty arises as to the definition 
of “ private manufacture ” of arms and munitions of 
war. There is, to the best of my knowledge and 
belief, no firm in this country which manufactures 
arms and munitions of war exclusively. A large 
firm, like Vickers-Armstrongs, which is capable of pro- 
ducing a variety of arms and miinitions of war, is 
engaged at the same time in the output of important 
civilian products. Then there are firms like (say) 
Imperial Chemical Industries, or some of the ship- 
building firms, whose main occupation is to produce 
articles of commerce, but which produce in addition 
a certain amount of war material and provide an 
essential part of our “ war potential ”. There are 
other firms with which small orders may be placed, 
either direct, in order to develop or educate them 
to carry out orders in time of war, or as sub-con- 
tractors. The number of sub-contractors, whether to 
the State or to the private manufacturers, must be 
very large, for there are few weapons or munitions 
of war that are made entirely by one manufacturer. 
To take one example, I am assured by the Admiralty 
that it would scarcely be an exaggeration to say 
that the firms engaged in the different processes 
working up to the production of a warship would 
exceed one thousand spread all over the countr 3 ’, 
and it will be realised that, if all these firms are 
regarded as being engaged in the manufacture of 
armaments, a very wide field of industry has to be 
covered. The case arises also of firms which produce 
articles like scientific instruments, optical glass, 
wireless telegraph or telephone apparatus, etc., 
which, though essential to modern warfare, are 
equally important for industrial, commercial or re- 
search purposes. Here, again, accurate definition 
is extremely difficult. 

8. It is not easy to draw up definitions which will 
conform to some logical principle, since, if private 
manufacture of completed arms and munitions of war 
is to be considered open to objection, it would appear, 
logically, that the same objection applies (though 
perhaps in varying degrees) to constituent parts, com- 
ponents, accessories and other indispensable require- 
ments of the defence Services. Nevertheless before 
legislation could be introduced to prohibit private 
manufacture and to replace it by a state monopoly 
accurate definition in these matters would be essen- 
tial. So far as the first part of the Terms of 
Reference (with which we are now dealing), however, 
is concerned, the question of definitions would appear 
to follow rather than to precede the question of 
principle whether private manufacture is to be pro-^ 
hibited or not. To this we will now turn. 

Note . — In my Second Memorandum of Evidence it 
is shown that, up to date, the case against private 
manufacture has not been made out sufficiently to 
justify the prohibition (whether nationally or inter- 
nationally) or any drastic re-organisation of an indus- 
try which, as shown later in this Memorandum, is 
essential to Imperial Defence. If the Royal Commis- 
sion arrives at a similar conclusion the question of 
definition becomes academic. 

PART II. 

The national aspect. 

9. Taking the various subjects mentioned in para- 
graph 1 of the Terms of Reference in the order in 
which they arise, the first to be considered is the 
practicability and desirability from the national point 
of view of the adoption by the United Kingdom 
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alone of a prohibition of private manufacture of and 
trade in arms and munitions of war and the institu- 
tion of a State monopoly of such manufacture and 

10. In dealing with the matter from the national 
point of vieWj the requirements of all three Defence 
Services, sea, land and air, have to be taken into 
account. In order to comply with the framework 
of this part of the Terms of Reference it is necessary 
to consider the practicability and desirability of the 
proposal from the point of view of both peace and 
war. This distinction however is a somewhat artifi- 
cial one, since manufacture and trade in arms and 
munitions of war in peace, at present form an essen- 
tial part of the nation’s “ war potential.’’ 

The essence of our system is that private firms 
should keep, in peace, a certain amount of plant in 
working oi-der and at least a nucleus of skilled 
workers, thus ensuring a certain degree of immediate 
production in war. To encourage them to do this 
they must have orders in peace. Particularly in the 
case of the Army, Government orders are insufficient 
for the purpose owing to the vast difference between 
expenditure of ammunition and requirements of all 
kinds of war material in peace and war respectively. 
Hence the vital importance to us of trade. With 
this explanation we will turn to the practicability 
and desirability in peace. 

PnACTICABILirY AND DESIRABILITY IN PEACE. 

11, The questions to be considered here are how 
far the peace-time requirements of the defence^ forces 
could be met by Government industries in time of 
peace; and, if Government establishments are in- 
adequate, how far it would be practicable and desir- 
able to expand them to replace private manufacture. 

Peace-time supply. 

12. Navy. — In peace time the Admiralty rely 
chiefly upon private firms, not only for shipbuilding, 
but equally for armaments. Apart from dockyard- 
built ships, only a few special requirements, such as 
torpedoes and cordite, are manufactured to any 
extent in Government establishments. To a lesser 
degree transferable gun mountings, fuses and certain 
shell and ammunition components are obtained from 
the Royal Ordnance Factories, but other naval re- 
quirements, such as non-transferable gun mountings, 
hardened shell, armour, etc., are obtained from 
private manufacturers. Engines and air vessel 
forgings for torpedoes are also obtained from the 
trade. The filling of naval mines, gun ammunition, 
depth charges, etc., is carried out by the Royal 
Ordnance Factories in addition to filling for the 
Array and Air Force. 

13. The numbers of warships under construction 
or on order from the Royal dockyards and private 
firms, respectively, in March, 1935, were as 


follows : — 

Table I.f 

In Private In Government 

Type. 

Yards. 

Yards. 

Cruisers 

8 

5 

Destroyers 

25 

Nil. 

Submarines 

4 

3 

vSloops 

7 

4 

Aircraft Carrier . . . 

1 

Nil. 

Depot Ship 

1 

Nil. 

Other Craft 

2 

Nil. 

Total 

48 

12 

New Ships to Ve ordered in 1935. 


Cruisers 

2 

1 

Destroyers 

9 

Nil. 

Submarines 

2 

1 

Sloops 

4 

2 

Depot Ship 

1 

Nil. 

Other Craft 

1 

Nil. 


Total 19 4 


* Trad ; is dealt with as a separate item in paragraphs 
71-74. 

t Since this Table was produced a few of these ships 
have been completed. — See revised Table, Appendix B, 
p. 646. 
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It will be noticed that at the present time tto 
cruisers are being built in the proportion of 10 in 
private yards to 6 in Government yards; all 
destroyers in private yards; submarines in the pro- 
portion of 6 to 4 in favour of private yards; sloops, 

11 to 6; and that the totals of all ships are in a 
proportion of over 4 to 1 in favour of private yards. 

If there should be any increase in naval strength, 

95 per cent, of the new orders would have to be given 
to private firms. 

This, however, does not represent the sole contri- 
bution that private industry makes _ to naval con- 
struction. The materials of which ships built in the 
Government dockyards are constructed, _ consist of 
manufactured or semi-manufactured articles. The 
steel ribs, girders and plates, engines, boilers, 
armour, part of the armament, non-transferable 
gun mountings, quantities of electrical and other 
auxiliary machinery, many of the instruments used 
for navigation, range-finding, etc., are manufac- 
tured by private firms. Broadly speaking, the Royal 
dockyards put in place the materials, all of which 
are supplied under contract by outside firms. 

In terms of money the position is this. During 
the financial year 1935 the value of work on dock- 
yard-built ships is estimated to be £2,195,902, and 
on contract-built ships £8,147,414, a total of 
£10,343,316. But in the case of the dockyard-built 
ships much of this money represents the value of the 
components mentioned above or of materials drawn 
from dockyard stocks. Conversely some of the com- 
ponents of the contract-built ships are supplied from 
the dockyards. A fair statement of the position may 
be taken to be that of the £10,343,000 to be spent 
on warship building in 1935, only about £868,500 
will be spent in salaries and wages in the Royal 
dockyards or at Headquarters. 

These figures do not include the cost of the arma- 
ments proper of the ships, their guns, ammunition, 
torpedoes, etc. The provision for this armament in 
1935 is £1,372,000, and here again only a compara- 
tively small part is spent on salaries and wages in 
Government naval or military establishments. 

14. Army.— The War Office obtain many of their 
peace requirements from the Royal Ordnance 
Factories. They therefore rely to a lesser extent than 
the Admiralty on private firms for their normal peace- 
time requirements. Since the War and until recently 
the Army has been living to a considerable extent 
on war stocks and the orders available for the trade 
have been relatively small. During this phase, 
however, it was the custom of the War Office to place 
orders of a developmental or experimental nature 
with such civil firms as maintained the necessary 
plant or technical staffs. Private firms have under- 
taken such orders not only to keep their plant 
engaged, but in the hope of securing orders from 
foreign countries for similar types of articles and, 
as will be shown later, it is to our interest that they 
should do so. The position has, however, now been 
modified, and the time has passed when the Army 
can continue to live on stocks remaining from the 
war. Consequently in 1935/6 the War Office are 
getting practically all their tanks and the greater 
part of their shell from the trade. Among the_ classes 
of article for which the Army place orders with the 
trade, and which for the most part are not manu- 
factured in any of the Royal Ordnance Factories, 
are the following: — Gun forgings:* heavy coast 
defence mountings : * heavy calibre armour-piercing 
projectiles : predictors : fire control instruments : 

searchlights : sound locators : tank engines : bullet- 
proof plate, armour plate and gun shields : armoured 
ear chassis: motor transport: mac hine gunsf and 

* The Royal Ordnance Factories make forgings for land 
service guns up to 6 in., and can forge up to 9*2 in. (inner 
A tubes). They can also make 4 in. H.A. and 4-7 in. 
naval mountings. They also make heavy coast defence 
mountings. 

t Steps are being taken to lay out the Royal Small 
Arms Factory, Eiffield, for manufacture of the lighter 
types. For the heavier types of machine guns we rely 
mainly on Vickers-Armstrongs, but the Royal Ordnance 
Factories are making a proportion of the requirements 
of Vickers • 5 in. machine guns. 
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automatic guns : electric signalling lamps : and helio- 
graphs, and all signal and wireless stores. It will 
be seen, therefore, that the dependence of the Army 
on private manufacture in time of peace is very 
considerable. 

15. Air Force. — The Air Ministry have no manu- 
facturing resources* whatever and are entirely de- 
pendent on the various private firms in this country, 
except for such armament as is manufactured for 
them by the Royal Ordnance Factories or the Naval 
Torpedo Factory, Most of the firms which manu- 
facture aircraft and engines for the Air Ministry 
also manufacture for civil aviation. 


What the change wottrxD involve. 

16. From the above very brief summary it will be 
seen that if private manufacture of munitions of 
war were abolished and such manufacture was made 
a state monopoly, the state would require to under- 
take very large commitments in order to provide for 
the needs of the defence services even in time of 
peace. The dislocation of supply during the period 
of transition, if, per impossible, a Government was 
so unwise to make the attempt, would be enormous, 
and is unthinkable at the present time when the 
Government has announced its intention to recon- 
dition our defence forces and defences. 

17. For the Navy there would have to be a huge 
expansion of the Royal dockyards, since the existing 
capacity of the Royal dockyards is insufficient even 
for the relatively modest naval construction pro- 
gramme of to-day, when no capital ships are under 
construction. Existing firms which build men-of-war 
undertake mercantile work as well. A firm like 
Vickers-Armstrongs, which builds warships, also 
builds liners and other merchant ships, while other 
foms which are engaged normally on building mer- 
chant ships sometimes undertake to build warships. 
For example, the same firm that is completing the 
Queen Mary is also building a sloop for the 
Navy. As a rule the portions of the private works 
devoted to the building of warships are not, and 
cannot be, segregated. A merchant ship may be 
.followed on a building slip by a cruiser, sloop or 
destroyer. After launching, the ships, whether they 

merchant ships or warships, are completed and 
fitted out in the stream. These considerations show 
now difficult it would be for warship construction to 
be carried out in its entirety directly by the 
Admiralty, whether by increasing the capacity of 
Royal dockyards or by taking over capacity in 
private yards which may, from time to time, bo 
devoted to building warships. It is inconceivable 
tnat it could be an economical proposition. 

18. Presumably not even the strongest advocate 
of state monopoly would insist on the manufacture 
in state factories of the whole of the steel girders 
plates and even propelling machinery and other com- 
ponents of H.M. ships which, although of a 
special character, are not dissimilar from commercial 
requirements. Even if, however, only the more 
warlike parts of a man-of-war, such as large gun 
mountings armour plate, hardened shell and the 
innumerable articles of mechanical equipment, were 
to be manufactured by the state, the capital ex- 
penditure would be enormous. For example, the 
lar^ gun_ mountings of warships could not be made 
at Woolwich without immense expenditure on plant 
and pits, and only a proportion of the small gun 
mountings are made there. Even the work at 
the Naval Torpedo Factory consists largely of work- 
ing up and assembling parts supplied by ordinary 
engineering firms, and practically all explosives have 
to be obtained from private manufacturers, who also 
make explosives for mines, quarries and sporting 

19. So far as the Army is concerned, owing to the 

depends on private 
industry it would appear at first sight that, from 
the point of view of peace-time supply the abolition 
of private manufacture and the substitution of a 
state monopoly might be less impracticable than 


dpvoTiS Aircraft Establishment, Farnboroui 
devoted to experiment and research, not manufaci 


in the case of the other two Services. Some means 
would have to be found, however, for providing the 
quantities of arms and munitions which the Royal 
Ordnance Factories do not produce in sufficient 
amounts, as well as the fairly formidable list of 
p-ticles that for the most part are not manufactured 
in the Royal Ordnance Factories at all. (ifee 
paragraph 14.) The extent to which new government 
factories would have to be set up, therefore, would 
depend to a considerable degree on the definition of 
anus, e.g., whether it included scientific instruments 
and components of arms and semi-manufactured 
articles, and it would be necessary to decide on a 
clear line of demarcation between what is and what 
is not a munition store. Even from the point of 
view of peace-time supply, therefore, the difficulties 
would be very great. In making arrangements for 
peace-time supply, however, it is necessary to envis- 
age also the immense expansion of army require- 
ments in time of war (over fifty-fold), and even 
as regards finished munitions, it is the policy of the 
War Office (and more or less of all the Defence 
Departments) to develop firms engaged in ordinary 
industry in order that they may be capable of pro- 
ducing war material in an emergency. For reasons 
which will be developed later, however, in dealing 
with “ Practicability and Desirability in War ” 
(paragraphs 61 to 70), in the early stages of a war, 
such measures are a supplement to, and not a 
substitute for the resources of the regular armament 
contractors. 

20. In the case of the Royal Air Force the difficul- 
ties of imposing a state monopoly and prohibiting 
private manufacture in time of peace would be 
very great indeed, owing to the circumstance already 
mentioned — that there are no state factories of air- 
craft or engines. It would be necessary either to 
take over the existing private factories (which, as 
already mentioned, are for the most part concerned 
with civil as well as military aviation) or to start 
an entirely new system of state factories. 

FLlTCrUATIONS IN DEFENCE PROGRAMMES. 

21. Apart from the above, there is another reason 
which renders very dubious the practicability and 
desirability (even from the point of view of peace- 
time requirements) of a prohibition of private manu- 
facture of munitions of war and the institution of 
a state monopoly of such manufacture, namely, the 
fluctuations that occur in the programmes of the 
Defence Services. 

22. Particulars are attached in Appendix II of the 
annual expenditure on the Navy and Army (includ- 
ing Ordnance Factories) from 1897 to 1914. In the 
case of the Navy the expenditure rose from 
£21 millions in 1897 continuously to £31 millions in 
1902. ^ Then it rose in the next year to £35 millions, 
and in 1904 to £37 millions. There was next a 
drop in expenditure to £31 millions in 1906 and 1907. 
In pcceeding years there was a series of sharp rises 
until, in the year before the outbreak of war, ex- 
penditure reached close to £49 millions (an 
£18 millions rise in six years). 

23. Less unevenness appears in Army expenditure. 
In 1897 it amounted to £19 millions. Omitting the 
years of the South African War and its immediate 
aftermath, expenditure on the Army remained in 
the region of £27 millions from 1906 to 1911, rising 
to about £28 millions the year before the War. 

24. Until 1932 post-War (net effective) expenditure 
on the Defence Services was, on the whole, steadier 
than before the War, mainly owing to the disarma- 
ment policy of successive Governments (see Appendix 
III). So far as the Navy and Army are concerned, 
expenditure was on the down grade from 1925 to 
1932. Since then there has been a rise in the Navy 
and Army Votes: — 



Navy. 

Army. 


£000,000 

£000,000. 

1932 

41-2 

27-8 

1933 

44*3 

29*3 

1934 

47-2 

31-5 

1936 

(Estimated) 

65-4 

36-6 

1936 

(Estimated) 

60-2 

40-8 
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Tlie Air Force Estimates rose from £8*6 millions in 
1922 to £16 millions in 1925. After remaining fairly 
steady, i.e., between about £16 millions and £17 
millions, from 1929 to 1934, they have risen in the 
Estimates for 1935 to £26-8 millions and for 1936 
to £37-8 millions, and they will certainly rise a good 
deal higher. The reasons are set forth in the 
White Paper of March 4, 1935. (Cmd. 4827.) For 
the three Services the rise from 1933 to 1936 (esti- 
mated) is from £89-5 millions to £138-8 millions, 
a total of £49-3 millions or 35-5 per cent. — an 
enormous fluctuation. 

25. From the above it will be seen that the same 
principle holds good in post-War as in pre-War years, 
namely, that expenditure on defence in time of 
peace is liable to wide fluctuations, as we are actually 
witnessing to-day. 

26. The fact is that British armaments have to be 
adjusted to some extent to developments in the 
international political situation which are often due 
to internal events in particular countries. This 
loads to oxir proceeding by fits and starts. For 
years expenditure on the Defence Services may re- 
main fairly level, or perhaps with a tendency to 
decline. Then, as is happening to-day, a Govern- 


ment may decide that our security involves larger 
programmes, and another spurt is made. 

27. Apart from developments in the international 
political situation our expenditure on the Defence 
Services may be affected, though to a lesser degree, 
by technical progress or new inventions, such as the 
dreadnought capital ship, the submarine, the 
tank, or the rapid growth of aviation. Technical 
developments are liable to lead to expenditure not 
only on the particular weapon, but on measures to 
counter it, such as anti-submarine and anti-aircraft 
weapons and appliances. 

28. If schemes of international reduction and limi- 
tation of armaments could be arrived at there should, 
in theory at any rate, be greater steadiness in our 
programmes. It is far from certain, however, that 
in practice this would be realised. Nations do not 
always consistently maintain the permitted maximum 
of a Disarmament Treaty, and when they realise that 
they have fallen behind they will make a spurt — 
witness the naval expenditure of the United States 
of America and Japan (parties to the Washington 
and London Treaties), which in recent years was as 
follows : — 


United States of America 


Japan — 

Ordinary 

Extraordinary 


Prior to 1933-34. 

. About S350 millions 
annually. 


1934-35. 

About $492 millions 
(including N.I.R.A. 
funds). 


1935-36 (Projected). 
About $580 millions 
(including N.I.R.A. 
funds). 


1931-2. 

1932-3. 

1933-34. 


Yen (000,000’s). 


138-9 

140-8 

178-8 

88-2 

166-0 

224-9 

227-1 

306-8 

403-7 


Moreover, Disarmament Treaties usually include a 
“ let-out ” clause, and nations would certainly re- 
sort to it when the international situation became 
clouded. This might easily upset the whole balance 
of a Disarmament Treaty and lead to fresh 

spurts.” 

TnE GREATEUl ELASTICITY OF PRIVATE INDUSTRY TO 
MEET FLUCTUATIONS. 

29. Appendix IV contains statistics of naval and 
military expenditure on armaments (Votes 9) over a 
series of years and shows the amount and percentage 
of the total allotted in each year with Government 
factories and trade respectively. The general trend 
of the figures is to show that the Admiralty and 
War Office maintained a fairly even load on Govern- 
ment establishments and that the effects of the 
fluctuations in expenditure fell as a rule more 
heavily on the trade. As a general rule, and sub- 
ject to some exceptions, the trade’s percentage rose 
when the total expenditure was rising, and fell when 
the total was falling. It may be more than a co- 
incidence that, when the Defence Services were ex- 
panding, the trade’s share of the increased expendi- 
ture rose so considerably, but these figures must not 
be pressed too far as evidence of the greater ex- 
pansibility of trade as compared with Government 
establishments, owing to the fact that there are 
many contributory causes w’hich nffoct figures on 
expenditure on Government factories and trade 
respectively. Weightier evidence of the superior 
expansibility of trade is to be found in a later sec- 
tion of this Memorandum dealing with war experi- 
ence. (Paragraphs 54, 58, 69 and Appendix V.) 

30. It is very doubtful whether Government estab- 
lishments could ever achieve sufficient elasticity to 
enable them to grapple successfully even with the 
wide variations in peace-time programmes of arma- 
ments. Unlike the private firms, they could not 
turn to the manufacture of commercial products 
when orders for armaments were slack (at any rate 
not on any appreciable scale without drastic changes 
in our present political and economic system), nor 
could they very well undertake contracts for foreign 
governments. (See Paragraphs 99 to 101.) As an 
example of the adaptability of private industry, I am 
informed that a firm making armaments is using, for 
work in connection with a winding gear for a 
Dominion, a large vertical boring mill, which is an 
essential part of the plant for gun-mountings, etc. 
Again the forging plants of several firms have been 


employed, in recent years, on the production of the 
new plant for the hydrogenation of coal, as I recently 
confirmed by inquiry on the spot at Billingham. 
The interchangeability of building slips for mer- 
chant ships and warships has already been noted, 
and the same principle applies to boilers and pro- 
pelling machinery, to civilian and military aircraft 
and aircraft engines, and many other classes of 
work. Such elastic methods, particularly when com- 
bined with acceptance of orders for armaments 
abroad, enable skilled personnel to be retained and 
justify the maintenance of expensive machinery by 
private fir ms to an extent that would be wholly un- 
economical in a Government establishment that could 
neither accept civilian contracts nor orders for 
armaments from foreign countries.* 

31. It is difficult, also, to imagine that during 
years of stagnation in armaments Parliament would 
allow the state armaments establishments to be 
maintained on a scale sufficient to deal with the 
spurts in armaments that might occur_ some years 
hence. There might, of course, be political pressure 
from the Parliamentary constituencies concerned to 
avoid reductions — for one of the difficulties of state 
factories from the labour point of view is discharges 
—but it would be difficult to convince Parliament 
that the need for an increase could ever arise. 
Imagine, for example, how impossible it would have 
been from a political point of view during the post- 
War years of economy and disarmament for a 
Government to convince either itself, or Parliament 
or the nation that a considerably increased expendi- 
ture in material might be necessary in 1935, and 
that manufacturing resources far in excess _ot 
peace requirements must be purchased and main- 
tained against that contingency. If the Government 
factories were not maintained on a scale to deal 
with an expansion of armaments in a long period 
of tranquility the skilled personnel would gradually 
disperse, up-to-date machinery would not be pro- 
cured and research would be adversely affected, so 
that when the spurt was necessary it could not be 
made. On the other hand, if the establishments 
were maintained on the scale of a peace-time peak 

* Since this was written I have seen suggestions in the 
evidence that Governments could properly undertake 
to supply to foreign countries. There are, however, 
very grave objections to this, which are summarised in 
paragraphs 100-1. 
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year there would be a demoralising lack of work 
and uneconomical waste of effort in slack years : 
it should not be forgotten that 9o per cent, of our 
National Factories were scrapped after the War. It 
would be even harder to induce Parliament in quiet 
times to provide and maintain the war potential of 
the state factories on the requisite scale. 

32. Private manufacture of arms and munitions of 
war, like Government industry, declines when short 
of Government orders, as has happened in recent 
years, but, for reasons already indicated, namely, 
orders from foreign countries, commercial activities, 
and connections with other branches of industry, it 
possesses greater elasticity than Government estab- 
lishments possess or are likely to achieve. This con- 
sideration emphasises the objections to the pro- 
hibition of private manufacture from the point of 
peace time as well as war time supply of arms and 
munitions of war. 

Invention, besearch, design and development. 

33. There are strong objections also to the pro- 
hibition of jjrivate industry from the point of view 
of invention, research, design and development, which 
will now be stated. 

34. All the Defence Departments, in varying 
degrees, obtain considerable advantages from the 
private firms in these matters. The private firms, 
which fulfil orders for British and foreign Govern- 
ments as well as carrying out a good deal of civilian 
work, maintain technical staffs, and these are very 
helpful to the Defence Departments in the develop- 
ment of new equipments. 

35. The Air Ministrj’, for example, attach so much 
importance to this in the rapidly growing art of 
aviation that they prefer to rely, as already men- 
tioned, entirely on private industry both for aircraft 
and their engines, and do not maintain any state 
factories at all. In fact one cannot over-stress the 
importance to the Royal Air Force of a number of 
competing design staffs in the aircraft industry, 
which would not be retained under a system of state 
manufacture. It is the fierce competition between 
designers which alone can keep the Royal Air Force 
ahead of other nations, whilst aeronautical progress 
is still in so fluid and dynamic a state. A successful 
design means production orders — and that is the 
incentive which keeps the design staffs “ on their 
toes.” Only on a basis of keenly competitive indus- 
try can this state of affairs — which is vital to the 
efficiency of the Royal Air Force and therefore to 
national safety — be secured. 

36. The War Office also depends to a very large 
extent on private industry for the design of new 
types of weapon; for example, machine guns, auto- 
matic guns, tanks and all precision instruments. 
In the case of tanks the tendency in design is to 
utilise the most modern methods practised in in- 
dustry, particularly suspension, transmission, gear- 
ing, etc., and private industry (Vickers, for example) 
is in a good position to deal with this. 

37. A number of other firms, such as Firths, 
Hadfields, Barr and Stroud, and Imperial Chemical 
Industries Limited, maintain large technical research 
establishments embracing a much wider field than 
armaments, and are of importance to the Defence 
Services from the point of view of research. No 
organisation set up entirely under Government con- 
trol could hope to give the service which is derived 
from existing arrangements. 

38. It will be remembered that some of the most 
eminent Chief Constructors of the Navy before the 
War enlarged their experience by serving for a time 
with private armaments firms which built warships. 

39. The loss to the three Defence Services in in- 
vention, design, development, in practical experience, 
in competition and in contact with industry would 
be very considerable if the proposals raised in Item 
I of the Royal Commission’s Terms of Reference 
were adopted. 

Note. 

Since writing the above I have read in the 

evidence arguments to show that ” competition is 

not an important factor in the armament industry 

either nationally or internationally ” (Tenth Day, 


page 237). It has been suggested, for example, 
that competition in the international field is of no 
value to us because the Government’s policy is to 
place all armaments orders at home. Internal 
competition, it has been claimed, is discounted by 
the Government’s policy of spreading orders, as 
well as by the rationalisation of industry, collusion 
between firms tendering for contracts, interlocking 
directorships and working arrangements between 
firms (Tenth Day, Appendix, paragraphs 40 to o2). 
Private manufacture also is alleged to endanger 
the secrecy of new inventions (Tenth Day, Appen- 
dix, paragraphs 98 A and B). Yet another argu- 
ment has been built up to show that Government 
Departments, with their large resources, are in a 
better position than private firms to carry out 
inventions, research, design and experiment (Tenth 
Day, paragraphs 89 to 99). 

The tendency of the evidence referred to above 
has been to suggest that private industry is almost 
valueless. Evidence from the opposite standpoint 
has been given which errs on the other side in 
suggesting that there is little or no incentive or 
encouragement to inventors in the Government 
Service* (Second Day, Question 336). 

(2) Whatever may be the importance of the argu- 
ments on the question of the effect of competition 
on costs, on which I have no experience, there is 
no doubt as to the value to the State of com- 
petition in invention, research, design and de- 
velopment. 

In the international field, for example, this has 
been demonstrated recently by the adoption by the 
Army Council of the Bren machine gun, the pro- 
duct of a foreign private firm. Although, of 
course, this weapon will be manufactured in this 
country, it was selected after a competition in 
which a leading British firm was the ” runner-up.’’ 
It provides, therefore, a striking example of the 
value of private industry from the point of view 
of competition. 

(3) Illustrations of the value of private industry 
from the point of view of competition are also 
furnished by the experiences of the Air Ministry 
in connection with the design of aircraft. For 
example the Fox machine, which Mr. Fairey intro- 
duced into this country from America about ten 
years ago and ^vhich caused a revolution in British 
day-bomber policy, was a private design which 
proved to be an advance upon anything we then 
had. The most recent example of the kind is the 
Bristol 142 (“ Britain First ”), which was built 
as a civil machine to Lord Rothermere’s order but 
has been adopted as a medium bomber for the 
Royal Air Force. There have also been instances 
in which the Air Ministry has rejected a firm’s 
design, tendered to an official specification, but the 
firm has nevertheless built the machine to its own 
design, submitted it for competition, and obtained 
a contract. Examples are the Nimrod, which 
Hawkers entered for a competition with machines 
built to the official approved design, and the 
Wellesley, which Vickers built as a private venture 
in another competition. Whatever working 
arrangements may be made on the business side 
between firms manufacturing armaments, this does 
not extend (in many cases, at any rate) to inven- 
tion, research, design and experiment, and in this 
respect there is a lively competition between 
private firms, which is by no means confined to 
the manufacture of armaments. As already sug- 
gested, the disappearance of the research resources 
of firms which, inter alia, manufacture armaments 
or their components, would be a very serious loss. 
Even in modern times a fairly long list could, if 
necessary, be given of weapons or munitions de- 
veloped by private industry for all three Defence 
Services. t 

* There would be no difficulty in refuting this sugges- 
tion, but, in view of the length of this Memorandum, I 
have hesitated to include yet another Annex. Evidence 
could be obtained if the Royal Commission so desires. 

t See list handed in, of inventions developed by private, 
industry, Appendix C, p. 646. 
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(4) Oa the supposed danger to secrecy of new 
inventions and designs involved in private manri- 
facture I have consulted the Defence Departments, 
who are all satisfied that the arrangements made 
with the firms to provide against this risk have 
proved an effective safeguard.* In the back- 
ground, of course, lies the Official Secrets Act. In 
each of the three examples quoted in the evidence 
(the Hadfield shell, the Gauntlet aeroplane which 
is being superseded by a later type and the White- 
head torpedo) the Government Department con- 
cerned considered the desirability of maintaining 
secrecy and decided that this was not required in 
the public interest. It would be interesting to 
know how secrecy would be better provided for 
under a system of Government monopoly, when the 
State establishments were manufacturing for 
foreign non-producing governments. The same 
question would arise for decision in the case of 
state establishments as arises to-day in connection 
with private industry, namely, whether in any 
given instance to allow them to supply foreign 
governments with their latest designs, and w’hether 
the interests of national defence allow, and to 
what extent, the results of costly researches in 
connection with armaments to be made available 
to others. 

(5) On the question of whether research, etc., 
can be conducted better by the Government than 
by private industry my contention is that we 
require both. My belief is that there is advantage 
in encouraging invention and research in different 
environments. One man may work better in a 
Government Department, another in a university, 
a third in a private firm, and a fourth in his own 
laboratory. In the wrong environment genius may 
wither away. It is not every man who can do his 
best work in a Government Department. Even 
from the financial point of view there is, perhaps, 
greater freedom in undertaking expenditure on re- 
search, and especially on development, in private 
industry than in Government service, with its 
necessary concomitants of Treasury control of ex- 
penditure, Pai'liamentary Questions and Debates, 
Estimates, Public Accounts Committees, Commit- 
tees of Inquiry, routine, etc. Is it probable, for 
example, that the Government would have brought 
to a practical stage within the same time the 
large-scale coal hydrogenation plant recently 
opened by Imperial Chemical Industries at Dilling- 
ham? That was an example of that co-operation 
between the Government and private industry in 
these matters which is so desirable. 

(6) In this connection I attach in Appendix VII 
a Memorandum by Mr. Francis Hemming, C.B.E., 
Secretary to the Economic Advisory Council, on 
the organisation of scientific research and the role 
of government in this field. The Memorandum 
has been read by the Secretaries to the Depart- 
ments of Scientific and Industrial Research, the 
Medical Research Council and the Agricultural 
Research Council. From this it will be seen that 
in all the three great branches of civilian research 
— industry, medicine, and agricultux’e — it has been 
the policy of the Government not to concentrate 
their efforts exclusively in government establish- 
ments, but also to organise and encourage private 
researches by outside effort such as private institu- 
tions, associations, universities and individual re- 
search workers, and that government grants are 
made for this purpose, as well as, in the case of 
agriculture, for scholai’ships for the training of 
research workers. 

(7) To concentrate research and development 
entirely in government establishments would run 
counter to this general policy which, as Mr. 
Hemming shows, has been pursued with so much 
success. That large-scale government research is 
essential in the particular field of arms and muni- 
tions of war, as in other branches of industrial 
research, is incontestable. But to cut short the 

* See also official evidence given on the Twelfth Day, 
Appendix I, paragraphs 27 and 36, and for Aircraft, 
Annex I. 


research work of the industries concerned would be 
to deprive the Government of a very valuable form 
of assistance. For as Mr. Hemming remarks; — 

“ Moreover, in the field of invention and 
design it is upon their own research departments 
that industrial firms must depend in the com- 
petitive struggle in -which they are engaged with 
their rivals”. (Appendix VII, paragraph 37.) 
To deprive the State of this valuable result of 
competition — a competition, it should be noted, 
not confined to British firms but extending to 
foreign firms also — would appear an insane pro- 
ceeding. 

(8) For all the above reasons I submit that the 
elements in private manufacture of arms and muni- 
tions of -a-ar embraced under the headings of re- 
search, experiment, design, development and com- 
petition are of vital importance to the State, and 
that this is a factor to which the Royal Commis- 
sion should give great weight in its recommenda- 
tions on the first part of its Terms of Reference. 
The effect of the change on civilian industry. 

40 . Incidentally to the desirability or unde- 
sirability in time of peace of the substitution of state 
manufacture for private industry another point 
arises which, I venture to suggest, might deserve 
examination by the Royal Commission, namely, the 
effect of the change on private industry as a ivhole. 
This is a matter on which I claim no expert know- 
ledge, and I raise it merely in order that it may 
not be lost sight of. Evidently the principal source 
of evidence of this kind would be Industry iteelf, 
which alone can have first hand information. It 
is hardly necessary to say that, in mentioning this 
subject as a possible field for investigation, I am 
far from advocating that the manufacture of arma- 
ments ought to continue because of the advantages 
obtained therefore by manufacturers in their private 
work. My object is only to suggest as a subject for 
investigation that, so long as armament manufacture 
continues, it is probably to the industrial and com- 
mercial advantage of the country that private firms 
should have a share in the work, whether in peace 
or war. 

41 . Prima facie there does appear to be a case 
for investigation. Obviously the more orders a firm 
obtains, the better its financial position would be, 
and it is all to the good if in addition the in- 
dustries concerned derive technical advantage from 
armament orders. It would seem, for example, that 
the private construction of warships, whether for 
national purposes or for foreign countries, must help 
to carry overhead charges and so tend to strengthen 
the competitive capacity for commercial building 
of the firms concerned in the work. This was 
certainly true in 1914 when no less than 110 warships 
(of -tt'hich 22 were for foreign account), including 
21 capital ships (4 for foreign account) were under 
construction at one time. It is not impossible that 
in course of time similar conditions may again arise. 
Among the reasons for this advantage to industry as 
a whole are that warship work, by spreading over- 
head costs, may enable firms to quote lower prices 
for commercial orders : it should enable them also 
to acquire and retain skilled labour, which is of 
great importance in connection with commercial 
work, and help them to develop their general ship- 
building technique because the working out of new 
ideas in building warships leads in some cases to 
valuable progress in respect of commercial work. 
In addition work on naval construction, as already 
mentioned, spreads very widely throughout industry. 
Finally the standards of British Admiralty work 
demands the highest skill practised in the shipyards, 
and a rigid system of inspection should give to the 
operator a training which is unequalled in anv 
class of mercantile work. 

42 . As prima facie support to this proposition 
attention is invited to an extract from an article 
written by Lord Weir for the Silver Jubilee number 
of Engineering. Referring to the period 1010-1-3 
he writes: — 

“ The Na-vy and its needs were prominent in 
their demands on engineering and metallurgy in 
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a way which is not infrequently forgotten to-day, 
and the lessons learned in meeting naval require- 
ments exercised a very wide and important in- 
fluence on peace-time products and practice. 

No one who reviews the period 1910 to 1914 can 
fail to be struck by the immense part played by 
what are termed ‘ armaments ’ in the general 
engineering of the time.” 

43. If engineering industry gains technical 
benefits from armament construction in time of 
peace, these advantages are likely to be intensified 
in time of war — but if mention is made of this 
aspect it must not for one moment be assumed that 
I am giving countenance to the monstrous pro- 
position (if anyone could hold it in these days) that 
war is desirable because it might bring incidental 
technical benefits to particular industries ! Merely 
as piima facie evidence, however, of the value of 
armaments orders to industry I quote some further 
passages from Lord Weir’s article: — 

“ The lessons of the War and the experience 
gained in mass production have undoubtedly given 
force and direction to the structure and methods 
of post-War engineering and industry. The rigour 
of inspection on many War period products estab- 
lished standards of shop practice which have been 
. absorbed into the daily routine of numerous estab- 
lishments to their great advantage. The analysis 
of process necessary to permit of the use of un- 
skilled labour has also had a permanent and 
directive effect on all classes of repetitive manu- 
facture. To all these influences the machine 
makers of our country have ably responded, and 
accordingly their designs to-day are second to 
none. Another development on which the War 
acted as a catalyst was the production and use 
of new materials and especially the steels of 
different characteristics according to their specific 
uses.” 

• • * * 

” The War contributed also to the development 
of the Diesel engine, and the experience gained in 
submarines was reflected in a rapid improvement 
in various designs and its increasing adoption for 
cargo and passenger vessels, while its latest appli- 
cation to road traction opens up a field of vast 
extent.” 

* • » ± 

“ In the sphere of transport and communication 

we find one of the greatest and most important 

effects of the War. The aeroplane was in its in- 
fancy in 1910, but its intensive development 
during the War period placed it in a unique posi- 
tion, and to-day the new fields which are unfolding 
before the inventor and engineer in this depart- 
ment of activity make present achievements seem 
almost negligible.” 

44. Among the industries in which one might ex- 
pect to find that orders for war material are im- 
portant are shipbuilding and marine engineering, 
aeroplanes (including their engines) and aeroplane 
instruments, tractors (especially six-wheelers, cater- 
pillars, etc.) and scientific (including optical) instru- 
ments. 

45. As a layman I should expect the result of an 
inquiry to show that the assumption by the Govern- 
ment of a monopoly of the manufacture of arms and 
munitions of war would be a disadvantage to the 
general industry of the country, the extent of which 
I do not pretend to estimate. 

— PRAOnCABILITY AND DESIUABlIxITY IN WAR. 

46. We come now to the practicability and desir- 
ability, from the national point of view, of the adop- 
tion of a prohibition of private manufacture of arms 
and munitions of war and the institution of a state 
monopoly of such manufacture, from the point of 
view of war-time necessity, 

47. The experience of the Great War 1914-18 
showed that in a major war the needs of the forces 
engaged can _ only be met by a huge system of 
national mobilisation of industry. All the nations 


engaged suffered in some degree in the early stages 
of the War from inadequate preparation in this 
respect. The Central Powers suffered least because 
they were better prepared for war in this as in other 
respects. We suffer^ most, so far as the Army was 
concerned, because (partly owing to the early failure 
of our Continental allies) we were compelled to ex- 
pand our forces from a small nucleus to an army on 
the Continental scale. 

48 . Every nation has taken this lesson of the War 
to heart, and all over the world we hear of huge 
schemes of industrial war mobilisation. Arrange- 
ments are being made in most countries for a com- 
plete and rapid mobilisation of industry for the 
supply of war material in the event of war. 
Enabling legislation has been enacted in some 
countries, and in several the individual citizen has 
assigned to him in time of peace his war post. In 
this matter, of course, the “ authoritarian ” state is 
at an advantage owing to the extent of the control 
it exercises over both organised industry and the 
individual citizen. These developments abroad make 
it the more important that nothing should be done 
to decrease our own “ war potential ”. 

49 . With the experiences of twenty years ago still 
fresh in the memories of many people, no one would 
willingly contemplate that our forces should be liable 
to be sent on active service without doing our utmost 
to ensure to them an adequate and continuous 
supply of war material. The question arises, there- 
fore, as to the part which the private manufacture 
of arms and munitions of war would play in the 
event of such a calamity, and whether, by abolishing 
it and instituting a state monopoly of such manu- 
facture, we should be worse or better off than we 
are to-day. 

The experience of 1914-18. 

50 . Allegations have been made that the private 
arms firms broke down badly during the War; that 
their inefficiency and rapacity were such as to prove 
that reliance on them was the worst way to expand 
our supply of war material in time of war; that the 
prices charged contained an excessive profit; that 
the organisation and management of the works were 
inefficient; that their existence was not a source of 
strength but a source of weakness; that our de- 
pendence upon private munitions manufacturers was 
of no value to us and nearly lost us the War. 

51 . These charges form part of the case against 
allowing private manufacture to continue. It seems 
desirable, therefore, to examine the extent of the 
failure of private manufacture in the War 1914-18, 
the circumstances in which that failure took place, 
whether it was due to the private firms or to causes 
beyond their control, and how far these causes affect 
the question of the future. 

52 . Some attempt has been made to examine this 
question in its main outlines, though not in great 
detail, and the results are set foi-th in a separate 
Memorandum which is reproduced in Appendix V. 
A summary is given in the following paragraphs. 

Summary or experience in 1914-18. (Appendix V.) 

53 . Tlie worst failure of private arms manufacture 
occurred in 1914-1.5 in respect of the delivery of 
shells, which are taken in the iMemorandum in 
Appendix V for purposes of illustration. The failure 
took the form of inability of the private firms to 
make deliveries of ammunition by the dates specified 
in their contracts, or even by the later dates anti- 
cipated by the War Office. During the early months 
of the War, therefore, and indeed up to the middle 
of 1916, though on a decreasing scale, there was a 
grave and dangerous shortage of shells for the 
Army. 

54 . It is shown in the attached Memorandum, 
however, that even during the first and worst nine 
months of the War the private firms, though badly 
in arrears on their contracts, gave a considerable 
output. Dp to the end of May, 1915, they had 
supplied • for the four principal types of ordnance 
then in the field (18-pdr., 13-pdr., 4-5-inch How., 
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60-pdr.) amounts almost as large as the total reserves 
on hand at the outbreak of war. Their output 
during the same period was more than times as 
large as that of the Royal Ordnance Factories, not- 
withstanding that for the five years before the War 
the orders given by the Government for gun ammuni- 
tion to the trade had been only about one-third of 
the orders given to the Royal Ordnance Factories. 
In 1914 private manufacture produced two-thirds 
and in 1915 three-quarters of the total output of 
empty shells at home. It is shown that, while the 
Royal Ordnance Factories estimated their capacity 
much more accurately than the trade, they were 
only able to supply a fraction of our needs; that 
with some exceptions orders given in Canada and the 
United States of America also fell considerably into 
arrears ; that apart from the armaments trade, pri- 
vate firms could not tender or make delivery in those 
early days; and consequently that, notwithstanding 
their serious arrears, the trade was in fact the 
principal source of supply even of shells, and that 
without it we should probably have suffered disaster 
in the first year of the War. 

55. The Memorandum then goes on to discuss the 
reasons for the failure of the trade to deliver the 
goods by the contract dates, and mentions the follow- 
ing as the principal direct causes — labour, machinery, 
sub-contractors. Each of the causes is shown to 
have been beyond the control of the industry. The 
labour shortage was due to factors within the sphere 
of possible control of the Government, but not of 
industry, such as the recruiting of skilled labour for 
the Army, and the inability of the Government to 
enable the industry to replace it in time. In addi- 
tion, notwithstanding the strong patriotism of all 
concerned on both sides, the industry itself was 
unable in the eaidy months to make the best use of 
its labour by securing the suspension during the 
War of such hard-won trade union rules and 
practices as tended to restrict output, and when, 
early in 1915, the Government took the matter up 
they were at first unsuccessful. The second cause, 
lack of machines and machine tools, and especially 
of jigs and gauges, was due firstly to the limited 
capacity of the home industry and, secondly, to delays 
in delivery from the United States of America. Sub- 
contractors failed in their deliveries from causes akin 
to those .which were hampering the armament firms 
themselves, and which were accentuated in their 
case. 

56. A passage is quoted from the Sistory of the 
^linistry of Munitions, which shows how the critics 
of the War Office failed to take into account 
the circumstances which had brought about the 
breakdown of supply and how much the armament 
firms did to educate sub-contractors, enabling them 
“in the summer of 1915 to organise their own 
resources on a wider and more independent basis.” 
The quotation concludes as follows: — 

“ TThe time needed for the creation of new 
capacity, though uniformly disappointing the ex- 
pectations of those responsible, differed little in 
fact from that which the large experience of the 
Ministry of Munitions showed to be the normal 
time required for the development of bulk output 
from new sources of supply.” 

57. The Memorandum then deals with a number 
of subsidiary causes of the failure, .which include: — 

(i) The vast programme undertaken by the 
armament firms on behalf of the Navy — the first 
line of defence. 

(ii) The reasons which gave the Navy a claim for 
first priority. 

(iii) The lack of any Government plan before 
the War for an expansion of the Army or for 
industrial mobilisation, which resulted, inter alia, 
in no warning being given to the trade as to what 
would be expected of them.in war. 

(iv) The vicarious and “ hand-to-mouth ” 
character of the orders given by the Government 
to the trade in the early months of the War, due 
partly to miscalculation (shared by all nations) as 
to the rate of expenditure of ammunition, and 


partly to the delays in deciding on the scale of the 
ultimate expansion of the Army : all of which 
made long-range planning by the armament firms 
impossible. 

(v) Lack of experience in the armament firms, 
as in the War Office itself, for estimating for an 
expansion of output on a vast scale. 

(vi) The unsatisfactory organisation of the 
Government itself, resulting in conditions which 
made the work of the arms industry difficult. For 
example, there was no organisation under the 
Committee of Imperial Defence such as exists 
to-day for the co-ordination of either man-power 
or supply. 

58. The Memorandum ends by citing some of the 
positive achievements of the trade during the War, 
including: — the construction of a vast new fleet of 
nearly 1,000 ships for the Navy; the supply to the 
Army of 25,500 guns out of a total of 31,232 guns; 
73 million out of a total of 162-5 million shell (the 
trade being easily the principal source); 230,840 
machine guns; 1,946,068 out of a total of 3,954,226 
rifles, and mo.st of the small arm ammunition ; the 
supply of 53,891 aeroplanes and seaplanes compared 
with 1,202 produced by the Government, and 41,034 
aero-engines out of a total of nearly 58,000 from all 
sources (the balance being obtained fi-om manu- 
facturers abroad). 

Conclusions drawn from the War. 

59. The conclusion I draw from this examination, 
so far as I have been able to pursue it, is that the 
failure to make delivery by the contract dates in 
1915 was due to new factors, which arose after the 
contracts had been made, and nearly all of which 
were outside the control of the trade ; that the 
Government were at least as much responsible as 
the industry, but that the circumstances of the day 
were such, oiving to lack of foresight, that no one 
could have succeeded ; that even during the days 
of its worst failure the trade was the mainstay of 
our output of munitions; that the trade’s power of 
expansion proved far greater than that of the Royal 
Ordnance factories; that the industry rendered in- 
estimable services to the Navy, our first line of 
defence ; that practically all our aircraft and the 
greater part of our aero-engines were obtained from 
private industry ; and that without the trade we 
should probably have lost the War. 

60. I am confirmed in this latter opinion by the 
following remark with which Brigadier-General Sir 
J. E. Edmonds, the Official Historian of the War 
in France and Flanders, opens some notes which he 
prepared at my request (and of which I have made 
extensive use) : — 

“ The private armaments firms saved the situa- 
tion in 1914-18.” 

That there cannot be much wrong with the principle 
of private manufacture from the point of view of 
efficiencj' is shown by the fact that both France and 
Germany (the most successful of the belligerent 
nations in armaments production) relied on private 
firms to a great extent. 

“ In the days of Wilhelm I of Prussia ”, writes 
General Edmonds, “ the position of Krupps was 
considered with a view to taking it over; but it 
was decided to leave it in private hands, with, I 
believe, a controlling interest.” 

Sources of supply in a possible future conflict. 

61. It is a not unnatural deduction that, if private 
manufacture was essential to us twenty years ago, 
it would again be essential if at any future time 
we were forced into a major conflict. I do not 
rest my opinion that this is the case, however, solely 
on past experience, but on studies of possible future 
emergencies, extended over many years. The ex- 
periences of the War in the matter of supplies, as 
in all branches of Imperial Defence, were carefully 
recorded during the War under instructions issued 
by authority of the Prime Minister (Mr. Asquith) 
in July, 1916, and were compiled after the War 
in accordance with instructions from the War 
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Cabinet dated 29tb November, 1918. Shortly after 
the War a special Sub-Committee of the Committee 
of Imperial Defence was set up to study this ques- 
tion, and a comprehensive organisation known as 
the Principal Supply Officers Committee (with 
numerous Sub-Committees) has been created for the 
co-ordination of the supply arrangements of the 
three Defence Services and other Departments con- 
cerned in time of war. Although much planning 
has been done, the available funds have been 
limited, and the progress made in this branch as 
in other branches of our defensive preparations in 
circumstances which are discussed in the White 
Paper on Defence of March, 1935, has been inevit- 
ably restricted. Steps have now been taken to speed 
up this w'ork. However this may be, it may be 
assumed that the problem of expansion of siipplies 
in time of war has been carefully studied in the 
light of war experience; that there is already in 
existence a very active organisation under the 
control of the Committee of Imperial Defence by 
which the arrangements of the Government Depart- 
ments for the contingency of war are concerted in 
time of peace ; and that developments would take 
place in accordance with pre-arranged plans in the 
event of a conflict. It is desired to emphasise, how- 
ever, that some system of Government control over 
the supply of armaments and munitions in time of 
war is a fundamental assumption in this evidence. 

62. In a future conflict the possible sources of 
supply of war material* would, as in the War, 1914- 
1918, be as follows: — 

(i) Stocks accumailated in time of peace ; 

(ii) Purchase from abroad ; 

(iii) Government establishments expanded from 
their nucleus ; 

(iv) Private manufacture (the normal con- 
tractors) expanded from their nucleus ; 

(v) Adaptation of civilian factories for produc- 
tion of war material, which is especially important 
for the Army owing to the huge expansion of 
Army requirements in time of war. 

Before discussing these it is desired to emphasise 
the vital necessity in the difficult business of war 
supply of the Government’s having a free hand to 
organise industry of all suitable kinds in peace. In 
so doing they would be impossibly handicapped if 
they were forbidden to place armament orders with 
private firms before war had actually commenced. It 
would be manifestly absurd that they should be 
obliged to organise in peace the wartime supply of 
essential arms, without being free to place a single 
order for such arms with our potential suppliers. 

(i) Stocks. 

63. Ideally, the reserve stocks accumulated in time 
of peace ought to be sufficient at the outbreak of war 
to tide us over until such time as industry can 
achieve the output necessary to maintain the Forces. 
Actually, the amount of the stocks that can be so 
accumulated is in most instances limited by such 
considerations as expense (the principal factor), cost 
and difficulties of accommodation and maintenance, 
small turnover in peace time, the wastage involved 
in replacement — whether owing to deterioration or 
obsolescence. Although, therefore, reserve stocks can 
be relied upon to fill a gap on the outbreak of war, 
the gap must be a restricted one and other measiires 
for the expansion of supplies must come into opera- 
tion at the earliest possible moment. 

(ii) Purchases from abroad. 

64. In the War 1914-1918, as shown later (para- 
graph 94), the Allies made very important purchases 
from abroad, without which they might easily have 
been defeated. At present it would be unwise to 
count with confidence on large supplies from abroad, 
owing to the xincertainty of what the attitude of 
neutral nations, and in particular the U.S.A., might 
be towards such deliveries. This attitude would 
depend upon conditions that cannot be foreseen, such 
as the circumstances in which the war arose. It is, 
however, difficult to conceive this country being 

* Not arranged in order of importance. 


involved in war except in fulfilment of some obliga- 
tion for collective security, or to defend itself against 
aggression, or both, and in such circumstances we 
might obtain invaluable assistance from this source. 
Even if we could not obtain bulk supplies, we might 
be able to purchase some accessory that we urgently 
needed. Taking a long view, therefore, it is essential 
that nothing should be done which is calculated to 
close up this important source of possible supply, 
since this is one of the great advantages to be de- 
rived from sea-power. Nevertheless the uncertainty 
as to the receipt of supplies from abroad emphasises 
the need for the maintenance of private manufacture, 
which, in the opinion of those responsible is essential 
to the production of war material. It has to be 
borne in mind, however, that, even if we could get 
delivery, supijlies of war material from abroad, as 
the War 1914-18 showed, would take time to develop. 
They would, generally speaking, not arrive in time 
to help us in the difficult early months of a major 
war, and would in the main consist of supplies of 
raw or semi-finished materials. 

(iii) Goveimment establishments. 

65. As shown above in paragraph 13, the capacity 
of the Royal dockyards for expansion is limited, and 
it is certain that, expanded to the utmost, they still 
could not, even in respect of the classes of work for 
which they are fitted, meet more than a fraction of 
the needs of the Navy in a major war. Actually in 
the event of a major w'ar, it must be anticipated 
that they would be mainly occupied with repair work. 
The Royal Ordnance Factories would, of course, ex- 
pand very considerably in a major war, but, as in 
1914, they could only snpplj’ a very small proportion 
of the Array’s requirements, which might expand 
more than fifty-fold. The Air Force, as already 
mentioned, relies almost entirely on private firms. 
In paragraph 30 reasons were given for the belief 
that Government establishments have less elasticity 
for expansion tJhan private industry even in time of 
peace, and this applies with even greater force in 
time of war. This belief is reinforced in paragraph 
31 by some observations as to the political difficulties 
of maintaining Government establishments in time 
of peace on a scale sufficient to enable them to cope 
even with the need for rapid expansion which, as 
experience shows, arises from time to time under 
peace conditions. To maintain them on a sufficient 
scale to meet the expansion of a major war would 
be out of the question without a huge expenditure, 
and would be very uneconomical. 

(iv) Private Industry. (The normal contractors.) 

66. It has been shown that private industry 
possesses certain features rendering it suitable for 
expansion which are not present or ever likely to be 
present in Government establishments, namely, com- 
mercial activities and manufacture for export. These 
features greatly facilitate its powers of expansion for 
the emergency of war because they enable it to pro- 
vide itself with machinery and, above all, with skilled 
labour and the higher technical staffs which must 
be actively employed in order to retain efficiency, on 
a scale almost impossible of attainment in Govern- 
ment establishments under peace conditions. It was 
by taking advantage of these powers of expansion 
that our normal contractors were able, as already 
shown, to make a huge contribution to our national 
effort in the Great War and probably to save us 
from defeat. These powers of expansion have de- 
creased in the lean years that followed the War 
(except in certain respects, including aircraft), but 
they are still a most important factor. Moreover, 
they are likely to revive, since the orders that have 
already been given in order to carry out the Govern- 
ment’s declared policy of reconditioning all three 
.Services will automatically increase the war potential 
of private industry. On the other hand, these 
powers would be lost if the private establishments 
were abolished and replaced, at enormous cost, by 
State dockyards, arsenals and factories. From the 
point of view of supply in time of war, therefore, 
private industry is of enormous importance. Indeed it 
is desirable, from the point of view of expansion in 
emergency, that as many additional firms as possible 
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should be added to the numbers of the normal sup- 
pliers in peace, even though they may devote only 
a fraction of their peace-time capacity to the pro- 
duction of munitions or their components. 

(v) Adaptation of civilian factories for production 
of war material. 

67. In a future major conflict we should, of course, 
do our utmost from the outset to adapt civilian 
factories which had not been brought into the num- 
ber of our normal suppliers in peace to the pro- 
duction of war material, and much attention has 
been and is being devoted to this subject. But in 
spite of all our eftbrts it is certain that the mobilisa- 
tion of civilian industry which has no experience as 
peace time suppliers cannot meet our needs in the 
early stages of a war, and that several months must 
elapse before large-scale production is reached. And 
even then there are many requirements for which (in 
the absence of some total change in our system) we 
must continue to rely on private armament manu- 
facturers, since they alone are in a position to main- 
tain the necessary nucleus of skilled and higher 
technical staff in time of peace. 

68. On the credit side of our industrial mobilisa- 
tion ledger the Royal Commission may assume that 
our Cabinet system for the control of our own war 
effort in general, and of supply in particular, would 
be better that it was in 1914; that our man-power 
would be better organised; that we should not allow 
the indiscriminate recruitment of skilled labour for 
His Majesty’s Forces; that the situation in regard 
to raw materials would be known and prepared for ; 
that we should have greater knowledge of the 
potentialities of ordinary industry for conversion to 
the ijroductiou of war material; that the Govern- 
ment would be in a much better position than in 
1914 to help industry by supplying drawings and 
process manuals; that industry generally would be 
better informed of what was expected of it; that a 
better control over profits will be exercised ; and 
that a great many detailed preparations w'ould have 
been made. Against this improved organisation 
must be set new difficulties with which we should 
be confronted, some foreseen but not necessarily easy 
to measure in their effects (air warfare, for example), 
others (as in all wars) that we cannot foresee. The 
main difficulty, however, is that, however careful the 
organisation may be, the conversion of civilian 
industries into w’ar industries, and bringing them 
to the point of reliable large-scale production, 
requires time. 

69. To some extent, of course, the time can be 
shortened by providing special machinery in time of 
peace to firms that are to be diverted in time of 
war to the manufacture of war material. In 
practice, however, there are limits to the extent to 
which this can be done. The machines occupy a 
good deal of space, which, it is understood, 
is the reason why so much of the war 

machinery, jigs, gauges, etc., was scrapped by 
private firms after the War. Machinery must 
be kept in proper condition and renewed from 
time to time to keep it up-to-date. “ No private 
enterprise can be expected to maintain a plant in 
stand-by condition merely because such plant may be 
needed by the Government in war.”* In some form, 
therefore, the cost has to be borne by the Govern- 
ment. In addition, if firms so equipped are to be 
able to undertake at short notice so skilled a busi- 
ness as, say, manufacture of shells and fuses, with- 
out running the risk of repeating the experience of 
1916-17, when a propoidion of our munitions proved 
defective, t they must be given some orders in time 
of peace, and this is the reason why it is important 
to add to the number of peace-time suppliers. And 
when all this has been done, ordinary industry, even 

* Extract from the United States War Department’s 
Statement of Policy, read to the Senate Munitions Com- 
mittee on 21st December, and published in the New 
York Times on Saturday, 22nd December, 1934. 

t For the terrible defects of our munitions in 1916, see 
pages 122-4 of the Official History, France and Belgium. 
1916, Vol. I. 


after heavy expenditure on both capital and current 
account, cannot be tuned up to a pitch at which 
it would of the outbreak of war provide a substitute 
for the resources in machinery, skilled personnel 
and experience of the firms engaged in peace in 
private manufacture of arms and munitions of war. 

In a word the adaptation in emergency of ordinary 
industry, unaccustomed to peace-time supply, though 
essential in a major war, can never be an effective 
substitute, especially in the early stages of a war, 
for those private manufacturers of arms and muni- 
tions of war with peace-time experience. 

(vi) Conclusion. 

70. From the above it will be seen that at the 
outset of a major war we should have to rely on 
stocks accumulated in time of peace, supplemented 
by the output of Government establishments and 
regular contractors and both the latter would be 
expanded as rapidly as circumstances permit, but 
private industry possesses certain advantages in this 
respect, and is likely, as in 1914-15, to expand on 
a larger scale. Purchase from abroad cannot be 
relied on with any certainty, but might, in favour- 
able circumstances, provide a valuable but rather 
belated supplement to our own efforts ; the facility 
to purchase abroad, however, is one of the great 
advantages of command of the sea, and nothing 
ought to be done to weaken it. Everything possible 
must be done both by previous preparation and on 
the outbreak of war to expand ordinary industry 
as rapidly as possible for production of war material 
in order to meet the day-to-day requirements of the 
Defence Services; but whatever stage of _ completion 
our arrangements may have reached, this will take 
time. One reason why, in this system, private 
manufacture is of tremendous importance, is its 
capacity for ultimate expansion, as proved in the 
Great War. Another is that on the outbreak of 
war and until civilian industry, adapted to the 
manufacture of war material, can realise an ade- 
quate output, the normal contractors mil be the 
only source to which, we can turn as a “ going con- 
cern” to supplement the output of our state estab- 
lishments and the supplies accumulated in time of 
peace. To attempt to replace civilian industry by 
an extension of state manufacture would be a gamble 
which we cannot afford, especially at_ the present 
time. This, 1 have reason to believe, is the unani- 
mous view on these matters of the responsible ad- 
visers of all the Government Departments concerned. 
Moreover, in the extraordinarily difficult business of 
war supply, it is vital that the Government should 
have a free hand to organise industry in time of 
peace and not be handicapped, by the impossible pro- 
vision that orders are not to be placed with private 
firms until after an outbreak of war. 

C. — TkADE IX ARMS. 

71. Foreign orders have always played an im- 
portant part in our armaments and shipbuilding 
industries. In 1914 about one-fifth of the naval 
construction then being undertaken in British ship- 
yards was for foreign account, and this included 
orders for four capital ships, costing many millions 
of pounds. The money thus received was nearly 
all spent in this country and must have gone some 
distance to pay for the overhead charges, not only 
of the armament firms, but of all the ancillary firms 
with whom they placed orders, whether for raw 
materials and its transport or for machinery, fittings 
and equipment. A statement in the House of Com- 
mons to the effect that some 80 per cent, of the 
money spent on shipbuilding in this country went 
in wages indicates the importance of this. Since 
the War, however, foreign naval orders have 
declined. 

72. It is difficult to compare the foreign orders for 
land armaments received in this country prior to 
1914 with those received since the War. In pre-War 
days it was mainly guns and ammunition that wpe 
exported, whereas, since the War, it is special equip- 
ment of a highly technical nature that forms the 
bulk of our orders. Until quite recently our arma- 
ments industry has been to an increasing extent 
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dependent on foreign orders, owing to the reduced 
demands on home account. Those foreign orders are, 
however, decreasing in quantity, and orders for land 
armaments which were formerly placed in Great 
Britain are now being secured by our foreign com- 
petitors. 

73. In the aircraft industry of Great Britain an 
export trade in aircraft and aeronautical material 
has grown up since 1925. This has stimulated the 
British aircraft industry and has led to increased 
orders and employment. Spread over the five-year 
period 1930-1934 the proportion of aircraft, aero- 
engines and spare parts exported represents from 
one-quarter to one-fifth of the total manufacture. 
A substantial sum of foreign money thus finds its 
way into British pockets and goes some way towards 
carrying the overhead costs of the aircraft industry, 
enabling firms not only to cheapen their prices, but 
to carry out work of a developmental and experi- 
mental nature. The loss of these foreign orders 
would react disastrously on the aircraft fir ms , some 
of whom would slacken off and thus reduce their 
capacity, while others would probably go out of 
business. This would seriously endanger the indus- 
trial nucleus regarded as essential for rapid expan- 
sion in time of emergency. It would also have a 
very serious repercussion on design. A further im- 
portant factor in this connection is the value of 
technical information regarding developments 
abroad, which is at present obtained by aircraft 
production firms through association with foreign 
industry in the carrying out of foreign orders. 

74. The value of foreign trade in arms and muni- 
tions of war to Imperial Defence has already been 
made clear in this Memorandum. The diminution 
in orders from abroad for sea and land armaments 
therefore is a matter of concern, though the in- 
creased orders (to which reference has already been 
made) from the Defence Departments must be a con- 
siderable assistance to private manufacture. If the 
needs of Imperial Defence are considered alone and 
apart from the other aspects of the question before 
the Royal Commission, the stimulus to private manu- 
facture provided by any increase in orders from 
abroad would be very advantageous. Further restric- 
tions in foreign trade would be deplorable. 

Note. 

Since this section of the evidence was written 
large orders have been placed with British firms 
in connection with the expansion of the Royal Air 
Force and the position has changed. On a long 
view, however, the importance of foreign trade is 
as great as ever. 

A Mokal Aspect.* 

75. Enough has been said above to show the im- 
portance of trade in arms from the point of view 
of Imperial Defence. Much has been made, however, 
in some quarters of the possibility that war material 
supplied from this country may be employed against 
our own forces. At first sight this sentimental objec- 
tion awakens sympathy in any generous mind, but 
when the matter is examined more deeply it is found 
to be outweighed by wider considerations. 

76- In the first place it is improbable that the 
products of our private arms industry will ever he 
used against us on any large scale. Even in so vast 
a war as 1914-18 this was true. It may be doubted 
whether any completed British war material was 
ever used against us by Germany or Austria-Hungary, 
and not much, if any, by Bulgaria. 

77. A case sometimes quoted is that of British 
guns mounted at the Dardanelles. The exact number 
was 13 British guns out of a total of 234 guns in 
these defences. Of these 234 guns, 102 are known 
to have been supplied by Krupps, and 6 by Hotchkiss. 
The remaining 113 were foreign guns probably of 
German make, 82 of them having been added to the 
defences between November, 1914, and March, 1915. 

* There are, of course, other moral asjwcts of the 
question of trade in arms. This one has been dealt with 
here because it concerns the Defence Services. 


78. Let us imagine, for purposes of discussion, that 
all the 234 guns had come from British firms. These 
firms would also have supplied the ammunition. We 
should have known exactly how much ammunition 
was available, and we should have been iu a much 
better position to judge whether or not to renew the 
naval attack after our failure to force the Narrows 
on March 18th. As things were, we were ill-informed 
on this question and had uoi means of knowing how 
much ammunition the defenders still had in their 
magazines. In addition, our private manufacture 
of arms and munitions of war would have received 
the benefit of a large order, requiring a large amount 
of machinery and skilled personnel for its produc- 
tion, and the necessary jigs, tools, gauges and fixtures 
would have been available to increase output in war 
all of which would have been of great value on the 
outbreak of war. Moreover, the prestige derived 
from this important contract would probably have 
led to orders from elsewhere. Our total resources 
in skilled labour and machinery for the production 
of war materials would have been increased to the 
great advantage of our allies and ourselves, and 
especially of the troops who suffered so severely from 
lack of heavy guns and ammunition. Even more 
important, however, if Turkey had been dependent 
on the United Kingdom, instead of on Germany, for 
her armaments it is exceedingly unlikely that she 
would have joined our enemies. She might have 
joined the allied and associated Powers. In either 
event it is very improbable that Bulgaria would have 
taken up arms against us. 

79. To refuse foreign orders in time of peace would 
not confer any advantage on our own Defence Forces 
so long as such orders could be placed in foreign 
countries. Refusal of orders would merely decrease 
our own capacity to defend ourselves and increase 
the capacity of foreign countries. Our forces would 
obtain absolutely no benefit from such refusal and 
would only be put at a disadvantage by the reduc- 
tion in our own capacity to supply them with war 
material. We should also deprive ourselves of the 
advantage, in the event of war with the country 
to whom we had furnished war material, of cutting 
off supply, which they might find difficulty in obtain- 
ing from other sources. 

80. Before summarising the conclusions it will be 
convenient to deal with item (1) of the Terms of 
Reference to the Royal Comnrission from an inter- 
national point of view. 

PART III. 

The International Aspect. 

81. We turn now to the practicability and desir- 
abilitj' from the international point of view of the 
adoption of a prohibition of private manufacture of 
and trade in arras and munitions of war, and the 
institution of a state monopoly of such manufacture 
and trade. In this case it is more convenient to 
deal with all aspects at once — practicability and 
desirability, in peace and in war, including together 
manufacture and trade. 

Thk Necessities of States with Insue'ficient 

Resources. 

82. It will be recalled that Article 8 of the 
Covenant of the League of Nations, which is quoted 
in paragraph 3 of this Memorandum, specifies that 
due regard must be had “ to the necessities of those 
members of the League which are not able to manu- 
facture the munitions and implements of war neces- 
sary for their safety”. This consideration is very 
important from the point of view of the international 
aspect of the first item of the Royal Commission’s 
reference. 

83. The states “ which are not able to manufac- 
ture the munitions and implements of war necessary 
for their safety ” include most of the smaller states 
all over the world. In a major war some of the 
Great Powers, as we saw in the War 1914-18, may 
be in the same case. 
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The oasb of the smaller powers. 

84. Of the smaller states in Europe a considerable 
number came into existence during the nineteenth 
century. If the wars in Europe from 1815 onwards 
are examined it will be found that a large propor- 
tion were a struggle for liberty by oppressed nations 
against tyranny, oppression and even massacre. 
Into this category fall the wars for the liberation 
of Italy, the various revolutions and wars (beginning 
with the Greek War of Independence) which brought 
into existence or extended most of the Balkan States, 
as well as various unsuccessful revolutions, e.g., in 
Poland and Hungary. The causes of these peoples 
were often warmly espoused at the time by public 
opinion in this and other countries* and by many of 
our most famous and liberal-minded statesmenf. In 
the end liberty could often only be won by the inter- 
vention of Great Powers, but such intervention was 
always slow and would never have been forthcoming 
but for the efforts of the oppressed peoples themselves. 

It is diflBcult to see how such struggles for liberty 
could have succeeded in the past, or could be achieved 
in the future, unless some source was available from 
which arms and munitions could be purchased. 

85. It may be suggested that the days of the 
nineteenth century are past and that no new imtions 
are ever likely to come into existence. It must be 
remembered, however, that the early days of the 
twentieth century, its first twenty years, extended 
the boundaries of several of the nations born during 
the nineteenth century, and brought into existence 
a whole crop of new’ nations or revived old nations, 
mainly as the result of the Great War. 

88. However this may be, it is probable tbat the 
nations that have freed themselves could not have 
survived against the ever-present threat of their 
former oppressors unless facilities had existed in the 
world for obtaining war material of all kinds from 
which they could obtain the means to deter and, in 
the last resort, to resist aggression. What is true 
of the past is true of the present and the future. 

87. There have been two main sources of supply 
available to the smaller nations, namely, the traffic 
in obsolete arms and the private mamitions indus- 
tries in the various countries. 

88. From the following note, given me by 
Brigadier-General Sir J. E. Edmonds, the Director 
of the Historical Section (Military Branch), it would 
seem that before the War the former was the more 
important though certainly not the exclusive source 
for the armaments of the smaller nations: — 

“ As regards the sale of arms to minor belli- 
gerents by armament firms, thus promoting war, 
according to my knowledge — obtained many years 
back in 1899-1908— the amount of new’ material 
thus sold to possible foreign belligerents is small. 
The minor nations cannot afford to buy much new 
stuff. The traffic was in obsolete _ arms, put on 
the market by the greater nations, including Great 
Britain (after a decision in 1908, in Mr. Campbell- 
Bannerman’s time). In 1899, I found that there 
were, among others, over 400 batteries of 
artillery for sale (old pattern German). Eventually 
the Turks bought most of these, whilst the 
Bulgarians took old French guns. Actually the 
British Government in the South African War 
only bought from abroad a few Ehrhardt batteries 
and minor articles of munitions. It will be re- 
called that the guns used in the American Civil 
War were sold to France in 1870-1, in spite of the 
protests of Germany. President Grant evaded 
the international custom that Governments should 
not sell arms to belligerents as it is an unneutral 
act, by selling them first to an agent. In 1914-18 
we bought obsolete rifles from the Japanese and 
other small nations ; but had not enough even for 
drill purposes, much less battle .” 

* For example, in the Greek War of Independence 
“ from all parts of Europe, money and volunteers were 
pouring in.” (Alison Phillips, Modern Europe, p. 131.) 

t In espousing the cause of Garibaldi, Lord John Russell 
“ was supported by the public, by the press, by petitions 
of the great municipalities and by his two chief collea^es, 
Palmerston and Gladstone.” {Garibaldi and the Making 
of Italy, p. 139, by G. M. Trevelyan.) 


89. The same process has continued since the War, 
and there have been large sales by many countries 
of obsolete arms or war stocks. Nevertheless, for 
warships of all kinds, for weapons resulting from 
new developments in war material, such as aviation, 
anti-aircraft material, gas and gas-masks, tanks 
and mechanised warfare, generally, as well as for 
replacements, spare parts, fresh supplies of ammuni- 
tion, explosives, and many other articles of war 
material, private manufacture and trade is the main 
source of supply. Without the trade, or some sub- 
stitute therefor, the future of some of the small 
States would be precarious. Some of them live under 
the shadow of powerful states, within whose 
boundaries they were formerly included. Some see 
themselves threatened by irredentism ; others by 
political, ‘ economic or religious systems that are 
repugnant to them. Some have formed alliances 
either with other countries of their own status, or 
with greater Powers, in order to increase their 
security. Most of them depend, in the last resort, 
for their security on the League of Nations or the 
Great Powers. But international action, even at 
Geneva, is often cumbrous, slow and uncertain, and 
every state believes that it must be able to offer 
some deterrent and some immediate resistance to an 
aggressor until aid comes. Moreover, any system of 
collective security,' whether under the league 
Covenant or some other existing or future instru- 
ment, must be based in the last resort on the assump- 
tion that it can be supported effectively. This 
involves adequate peace-time armaments^ and the 
necessary means of increasing production in War. 

90. Of course if the League of Nations can succeed 
in evolving methods for settling disputes without 
recourse to force, and these are proved by experience 
to be sufficiently reliable to enable nations to dis- 
pense with armaments as an element in their 
security, the private manufacture and trade in arms 
will dry up automatically. But that day has not 
yet come. 

91. For the present, therefore, it is as necessary 
to-day as it was when the Covenant was written to 
have " due regard to the necessities of those members 
of the League which are not able to manufacture 
the munitions and implements of war necessary for 
their safety.” And if there are wars_ and revolu- 
tions in which the supply of war material to one or 
all of the belligerents may be open to strong objec- 
tion, it is as well to remember that there are other 
cases in which it is essential to liberty. 

The case of the Great Powers. 

92. As already indicated, however, in paragraph 
83 it is not only the small powers that may be de- 
pendent upon the private industry of other countries 
for their supplies of war material. 

93 Less than twenty years ago the British Empire 
and ‘its allies were fighting what they all believed 
was a war in defence of the liberties of Europe and 
a great part of the world. In the United States 
of America a similar view was widely held, as 
proved by the fact that on April 6, 1917, they 
associated themselves with the Allies. But long 
before that day the Allies were in great measure 
dependent on the supplies they were able to obtain 
from America and other parts of the world for the 
success of their cause. 


94- The importance of these supplies is vividly 
brought out in the following passage from Twe.nty- 
fi.ve Years, where Lord Grey, writing years after 
the event, when he had leisure to weigh the whole 
matter, describes the situation; — 


“ To return to the question of contraband, 
blockade of Germany was essential to the victory 
of the Allies, hut the ill will of the United States 
meant their certain defeat. After Paris had been 
saved by the Battle of the Marne, the Allies could 
do no more than hold their own against Germany, 
sometimes they did not even do that. Germany 
and Austria were self-supporting in the hugh 
supply of munitions. The Allies soon, became 
dependent for an adequate supply on the United 
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States.* If we. quarrelled with the United States 
we could not get that supply. It was better, there- 
fore, to carry on the war without blockade, if 
need- be, than to incur a break with the United 
States about contraband and thereby deprive the 
Allies of the resources necessary to carry on the 
war at all with any chance of success. The object 
of diplomacy, therefore, was to secure the 
maximum- of blockade without a rupture with the 
United States.’'t 

The importance that Lord Grey attached to 
American supplies may be judged from the price he 
was prepared to pay for them. He was willing to 
weaken and, if necessary, to carry on without that 
blockade which he realised “ was essential to the 
victory of the Allies ” — a fact which must have been 
all the more present to his mind writing, as he did, 
after the victory in which blockade had played so 
conspicuous and decisive a part. Some figures to 
show how vast were the supplies from the United 
States of America to the United Kingdom and the 
Allies are contained in Appendix VI. It will be 
noticed, for example, that as early as 1915 munitions 
of war to the value of over 39, (^,000 dollars were 
sent; that this had risen by 1916 to nearly 
420,000,000 dollars, and by 1917 to over 782,000,000 
dollars. Nor was the United States of America the 
sole source of supply from abroad. Switzerland, 
for example, supplied 36,000,000 fuses in 1918 to 
the United Kingdom. All the above supplies came 
from private industry. 

95 . If private manufacture of and trade in arms 
had been prohibited internationally before 1914 and 
nothing had been substituted in its place, there is 
little doubt that we and our Allies, owing to the 
deprivation of overseas supplies of war material, 
must have lost the War, and with it our liberty, and 
in our case our Empire. Victory would have gone 
to the Powers that had concentrated on preparations 
for war, and sea-power would have lost half its value. 
Both we and our late allies, therefore, ought to look 
charily at proposals that in 1914 would have pro- 
duced that result or which would be liable to pro- 
duce it in the future. 

Could Government manufacture and trade replace 
PRIVATE m:anufacture and tr-adb for inter- 
national PURPOSES? 

96 . The question now arises whether the 
necessities of the nations with inadequate manu- 
facturing resources, whether they be smaller states 
or Great Powers, whether in time of peace or war, 
could not be met by some means other than private 
manufacture : for example, by Government establish- 
ments in their own or in foreign countries. 

97 . If every small state is to establish arsenals 
capable of mamifacturing all its requirements in 
peace or in war, the net result would be a huge 
world expenditure on armaments on a very un- 
economical basis. + Even a Great Power like the 
United Kingdom, with large Government establish- 
ments devoted to the prodnctinn of war material 
for the three Defence Services, finds it uneconomical 
to attempt to produce all its requirements in those 
establishments even in time of peace. For many 
small states it woaild be out of the question, owing 
to the varied nature of their requirements in the 
three elements of sea, land and air, the vast capital 
expenditure involved and the difficulty of keeping 
up to date in technical developments. Imagine, for 
example, how difficult it would be for some small 

* The italics are not in the original, 
t Lord Grey of Fallodon. Twenty-five Years. Vol. II, 
Chap. 22, p. 103. 

X Note.-^ince writing this I have seen suggestions in 
the evidence that in practice the smaller states would not 
establish their own industries, as the burden would be too 
hea-vy. In other evidence, however, it has been stated 
that there is already a tendency for them to do so. The 
latter is true. Some of the Dominions even have 
started their own armaments industry. Australia has 
built warships and has a small but efficient arsenal. 
Although smaller states cannot render themselves inde- 
pendent of foreign supplies, they can become partially so. 


states with overseas possessions, to build all the 
warships they need. Apart from peace requirements, 
however, the small states would be confronted as are 
the Great Powers, by the tremendous discrepancy 
between tbo turnover of war material in time of 
peace and expenditure in time of war. The require- 
ments of a week in war may be greater than the 
production of a year in peace.* 

98 . Even in the case of a large state with vast 
manufacturing resources, the difficulty of overcoming 
this discrepancy between peace production and war 
expenditure is surmountable only by piling up 
reserves of war material and by making large 
preparations in time of peace for industrial war 
mobilisation. But these methods are even harder 
in the case of a small state. If it is mainly agri- 
cultural it cannot hope, either by accumulation of 
reserves or by plans of industrial mobilisation, to 
meet its war deficiencies. Its only hope is to 
purchase from abroad. 

99 . The next question that arises, then, is whether 
the (xovernments of nations with large facilities for 
the production of war material might not supply the 
needs of nations less favourably situated, so as to 
facilitate the elimination of private manufacture. 
In theory this appears simple, but in practice there 
are strong objections even in time of peace, which 
become insuperable in time of war. 

100. One objection is that competition would arise 
in time of peace between the Governments of arms- 
manufacturing states for orders from countries that 
cannot produce their own requirements. The in- 
centive to obtain such orders would be very great, 
firstly in order to keep efficient the skilled labour 
and plant which, in the absence of outside orders, 
would be insufficiently occupied, and so to increase 
the producing nation’s “war potential”; and 
secondly, in order to keep the orders away from 
some other nation whose “ war potential ” was a 
matter of concern to the first arins-producing state. 
A government of a country with a low standard 
of living or a depressed currency might offer to 
sell war material at a very low price. To compete 
with that price another country, whose financial 
position was stronger, might offer to accept pay- 
ment over an extended period. From these forms 
of competition to offers of commercial treaties, 
political consideration or even alliances in return 
for large armaments orders is only a short step. 
The effects of a competition of this kind for orders 
between governments could hardly fail to be detri- 
mental to international relations. 

101. In time of war, and especially in an often 
prolonged period of strained relations preceding a 
war, the objection to belligerents having to obtain 
their supplies from neutral governments is over- 
whelming, as, under the traditional conceptions of 
neutrality, for a neutral government to supply war 
materials to a belligerent is an unneutral act. Even 
under the system of control governments are some- 
times reluctant to allow their manufacturers to ex- 
port arms to a country on the vei'ge of war when 
its needs are greatest, with results that have some- 
times been apparent. And the attitude of different 
governments in such cases has varied greatly m 
recent years, though in most cases a nation has 
been able to obtain some supplies for its defence. 
Under a system of government monopoly, however, 
the complications would be greater tha n ever, and 

* The following extract from the United States War 
Department’s Statement of Policy, read to the Senate 
Munitions Committee on December 21st. 1934, and pub- 
lished in the New York Times of Saturday, December 22nd, 
is of interest in this connection : — 

“ During the World War each maohme-gun m 
active service fired forty-seven times more rounds, 
and each 3-inch field gun 180 times more rounds ot 
ammunition than the peace-time allowance for the 
same period. Thus, based on World War experience, 
if the number of guns is increased tenfold, the ex- 
penditure of machine-gun ammunition will be in- 
creased 47,000 per cent., and artillery ammunition 
180,000 per cent. These figures should pye some 
idea of tho quantity of pipnitiona required m war. 
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the position of a government which had undertaken 
a large contract in normal times, or was asked to 
furnish supplies of ammunition or spare parts, would 
be extremely embarrassing in strained relations 
or war. It is unthinkable, for example, that while 
the United States of America was a neutral in the 
War 1914-18, their state factories could have been 
supplying ourselves and our allies with war material 
on the vast scale which proved necessary in 1914-17. 
No' government could undertake to mobilise its 
industry on that scale for a foreign country. It is 
realised, however, that the situation created by such 
instruments as the Covenant of the League of 
Nations and the Briand-Kellogg Pact may involve 
changes in the traditional concei^tions of neutrality, 
which would affect this point. Even if that should 
occur, however, a nation fighting for its existence, 
as we were compelled to do in 1914, might not feel 
much confidence in obtaining its essential needs 
from a foreign government with all the I'isks and 
uncertainties resulting from the international rela- 
tions of that country, its internal political situation, 
the attitude of its Parliament, the influence of com- 
ing elections, and (especially in times of international 
unrest) the possibility that the government from 
which supplies are sought would require all the out- 
put of its dockyards and arsenals for its own 
defence services. In the conditions of a major 
war an untrammelled industry, such as existed in 
various countries in 1914-18, would seem to provide 
a more (though, of course, not entirely) reliable 
source of supply. 

Conclusion to Part III. 

102. The general conclusion appears to be that 
from an international point of view the abolition of 
private manufacture and trade in arms and muni- 
tions of war would bear very hardly on “ those mem- 
bers of the League which are not able to manufac- 
ture munitions and implements of war necessary for 
their safety”; that these nations may include not 
only most of the smaller states both in peace and 
war, but. especially in the event of a major war, 
some of the larger countries, including the members 
of the British Commonwealth of Nations ; that it 
would be very difficult to satisfy the needs of smaller 
nations, even in time of peace, without private 
manufacture; that the attempt to do so would intro- 
duce a very undesirable element into international 
diplomacy ; that in time of war the needs of the 
non-producing nations could under the traditional 
conceptions of neutrality not he satisfied without 
breach of neutrality, and that, even if the law of 
neutrality should be changed, private industry and 
trade would be likely to prove a more reliable source 
of supply than foreign governments for a nation 
fighting for its existence. 

103. If and when a reliable international system 
for the preservation of peace is evolved, bringing 
with it a vast reduction of armaments, it may be 
that private manufacture of and trade in arras and 
munitions of war will languish and disappear for 
lack of orders. Until that time is reached its aboli- 
tion appears to be fraught with dangers and objec- 
tions, and a better course is to remove the possibility 
of any evil effects that may be proved to be 
attendant* upon such manufacture by a system of 
national control on internationally agreed lines, 
which shall hear equally on the industries of all the 
nations concerned. 

PART IV. 

Summary. 

(1) If there were any question of prohibition of 
private manufacture of arms and munitions of war 
and the institution of a state monopoly ofi such 
manufacture, it would be essential to draw up 
accurate definitions of ” arms and munitions of 
war” and ‘‘private manufacture”. The question, 
however, does not arise unless the objections to 


private manufacture and trade are proved so de- 
cisively as to justify this tremendous upheaval in our 
defensive system"*^ (paragraphs 4-8). 

(2) Private manufacture and trade in arms and 
munitions of war in peace at present provide an 
essential part of the nation’s war potential. The 
essence of our system is that private firms should 
keep in peace a certain amount of plant in working 
order and at least a nucleus of trained workers, in 
order to ensure a certain degree of immediate pro- 
duction in war. Owing to the smallness of Govern- 
ment orders, especially in the case of the Army 
(owing to the great discrepancy between peace and 
war requirements), trade in arms and munitions of 
war is very important (paragraph 10). 

(3) In peace the Navy is to a very large extent de- 
pendent on private industry (paragraphs 12 and 13). 
The Army, though relying less than the Navy on 
private industry, is dependent to a considerable ex- 
tent on private firms, especially for a large amount 
of technical equipment (paragraph 14). The Air 
Force is wholly dependent on private industry for 
the manufacture of both aircraft and engines (para- 
graph 15). 

(4) Even from the point of view of peace time 
supply of the Defence Services, the prohibition of 
private manufacture of arms and munitions of war 
and the institution of a state monopoly of such 
manufacture would involve the state in very heavy 
commitments. The extent of these commitments 
would depend upon the definitions referred to above 
in (1). The practicability of such a change becomes 
very dubious, even from the point of peace-time 
supply, when the extent of the present dependence 
of each Service on private manufacture is examined 
(paragraphs 16-20). Fluctuations in defence- pro- 
grammes, due to developments in the international 
situation, and to a lesser extent to technical progress 
on new inventions, accentuate the objections to the 
proposed change from the point of view of peace- , 
time supply (paragraphs 21-28), as Government in- 
dustry is not and for a variety of reasons is never 
likely to become sufficiently elastic to cope with such 
fluctuations, and is certainly less adaptable than 
private industry with its orders for foreign countries, 
its commercial activities and trade connections 
(paragraphs 29-32). 

(5) A further strong objection to the i^rohihition 
of private manufacture and trade is the benefit de- 
rived by the Defence Services from the trade in 
matters of design, development, practical experience, 
competition and contact with industry (paragraphs 
33-39). 

(6) Prima facie it would appear as an incidental 
objection that the industry of the country would 
incur disadvantages from a change of system, finan- 
cially owing to withdrawal of orders, which help to 
carry overhead expenses, and technically in the loss 
of experience gained from the construction and 
manufacture of naval, military and air armaments, 
which require a high degree of technical efficiency 
(paragraphs 40-45). 

(7) In u-ar the Defence Services are even more 
dependent on private industry than in peace. In 
the War 1914-18. even in the first stage when the 
Government persuaded the firms to undertake con- 
tracts beyond their capacity, which could not he 
completed' by the contract dates (though, for 
reasons that were almost entirely beyond their con- 
trol, a failure for which the Government and the 
people of the United Kingdom must take a full 
share of responsibility owing to lack of foresight and 
other causes) private manufacture rendered in- 
calculable services to the nation and proved an in- 
dispensable source for supplies of all kinds ('para- 
graphs 50-60). 

(8) There is every reason to suppose that in any 
future conflict private manufacture would prove 
equally indispensable, not only for the production 
of supplies of all kinds throughout the war, but 
more especially in its early stages. At the outset 
of a major war we should have to rely on stocks 


* Note . — Since this was written a study of the evidence of “ grave objections ” to and “ evil effects ” of private 
manufacture has been made in a second memorandum, and it has been shown that the whole case against private 
manufacture is non-proven and greatly exag g erated, and that the alleged “ evils ” would not be removed by government 
monopoly. 
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accumulated in time of peace, supplemented by the 
output of goTernment establishments and the regular 
government contractors. Both the latter would be 
expanded as rapidly as circumstances permit, but 
private industry possesses certain advantages in this 
respect, and is likely, as in 1914-15, to expand on 
a larger scale. Purchases from abroad cannot be 
relied on with any certainty, but might in favourable 
circumstances provide a valuable but rather belated 
supplement to our own efforts : the facility to pur- 
chase abroad, however, is one of the great advantages 
of command of the sea, and nothing ought to be 
done to weaken it. Everything possible must be 
done, both by previous preparation and on the out- 
break of war, to expand ordinary industry as rapidly 
as possible for production of war material, but, 
whatever stage of completeness our arrangements 
may have reached, this will take time. One reason 
why, in this system, private manufacture is of 
tremendous importance is its capacity for ultimate 
expansion, as proved in the Great War. Another is 
that on. the outbreak of war and until civilian indus- 
try, adapted to the manufacture of war material, 
can realise an adequate output, the normal contrac- 
tors will be the only source to which we can turn 
as a “ going concern to supplement the output of 
our state establishments and the supplies accumu- 
lated in time of peace. To attempt to replace 
civilian industry by an extension of state manufac- 
ture would be a gamble which we cannot afford, 
especially at the present time. This, I have reason 
to believe, is the considered view of the responsible 
advisers on these matters of all the Government 
Departments concerned. Moreover, in the extra- 
ordinarily difficult business of war supply, it is vital 
that the Government should have a free hand to 
organise industry in time of peace and not be 
handicapped by the impossible provision that orders 
are not to be placed with private firms until after 
an outbreak of war (paragraphs 61-70). 

(9) Foreign orders to British firms for sea and land 
armaments have declined in recent years (paragraphs 
71 and 72), but the aircraft industry has established 
an export trade since 1925 (paragraph 73). In view 
of the tremendous importance of private manufac- 
ture to Imperial Defence in time of war, if the 
interests of Imperial Defence are considered alone 
and apart from the other considerations put before 
the Royal Commission, the stimulus to private manu- 
facture provided by any increase in orders from 
abroad would be very desirable. Further restriction 
of foreign trade would be deplorable from the point 
of view of war potential (paragraph 74). 

(10) The alleged moral objection to the possible 
use against British forces of war material supplied 
by British firms to foreign countries, though serious 
at first sight, has little substance when examined in 


detail. To refuse foreign orders in time of peace 
would confer no advantage on our own Defence 
Forces so long as orders could be placed in foreign 
countries. On the contrary, our own Forces would 
suffer from the diminution of our capacity to supply 
76^) needs in time of war (paragraphs 

(11) _ From an international point of view the 
abolition of private manufacture and trade would 
bear hardly on “ those members of the League which 
are not able to manufacture the munitions and im- 
plements of war necessary for their safety”; these 
nations may include not only most of the smaller 
states both in peace and war, but, especially in the 
event of a major war, some of the larger countries, 
including the members of the British Commonwealth 
of Nations; if private manufacture of arms and 
munitions of .war had been prohibited internationallv 
before 1914, we and our Allies would probably have 
lost the war. Most small states could never supply 
the whole of their needs in time of peace, much less 
in time of war; the attempt to make nations self- 
sufiicient would involve huge and uneconomical world 
expenditure on armaments. It would be very diffi- 
cult however to satisfy the needs of non-producing 
nations, even in time of peace, without private 
manufacture of and trade in arms and munitions 
of war ; the attempt to do so would introduce a very 
undesirable element into international diplomacy; 
and in time of war the needs of the non-producing 
nations could not under the traditional conceptions 
of neutrality be satisfied without breach of neutrality 
(paragraphs 81-101). 

(12) When a reliable international system for the 
preservation of peace is evolved, bringing .with it a 
vast reduction of armaments, it may be that private 
manufacture of and trade in arms and munitions 
of war will languish and disappear for lack of orders. 
Until that time is reached their prohibition is 
fraught with grave danger and objection. A better 
course would be to remove the possibility of .any evil 
effects attendant upon such manufacture, that can 
be proved,* by a system of national control on inter- 
nationally agreed lines, which shall bear equally on 
the industries of all the nations concerned (para- 
graphs 102-3). 

(Signed) M. P. A. Hankey. 
Committee of Imperial Defence. 

2, Whitehall Gardens, 

London, S.W.l. 

20th May, 1935. 


* Note . — But see the Second Memorandum of observa- 
tions on the evidence against private manufacture and 
trade, where it is 8ho^vn that the case has not been made 
out. 
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EXTRACT FROM THE INTERNATIONAL CONVENTION FOR THE SUPERVISION OF TH: 
INTERNATIONAL TRADE IN ARMS AND AMMUNITION. 

(Cmd. 3448.) 


Geneva, June 17, 1926. 

Chapter I. — Categories. 

Article I. 

For the purposes of the present Convention, five 
Categories of arms, ammunition and implements are 
established : — 

Category I. — Arms, Ammunition and Implements 
OF War exclusively designed and intended for 
Land, Sea or Aerial Warfare. 

A. Arms, ammunition and implements exclusively 
designed and intended for land, sea or aerial war- 
fare, which are or sihall he comprised in the armament 
of the armed forces of any State, or which, if they 
have been but are no longer comprised in such 
armament, are capable of military to the exclusion 
of any other use, except such arms, ammunition and 
implements which, though included in the above 
definition, are covered by other Categories. 

Such arms, ammunition and implements are com- 
prised in the following twelve headings: — 

1. Rifies, muskets, carbines. 


2. (a) Machine-guns, automatic rifles and 

machine-pistols of all calibres; 

(b) Mountings for machine-guns ; 

(c) Interrupter gears. 

3. Projectiles and ammunition for the arms 
enumerated in Nos. 1 and 2 above. 

4. Gun-sighting apparatus, including aerial 
gun-sights and bomb-sights, and fire-control 
apparatus. 

6. (a) Cannon, long or short, and howitzers, 
of a calibre less than 5-9 inches 
(15 cm.); 

(ft) Cannon, long or short, and howitzers, 
of a calibre of 5-9 inches (15 cm.) or 
above ; 

(c) Mortars of all kinds ; 

(d) Gun carriages, mountings, recuperators, 

accessories for mountings. 

6. Projectiles and ammunition for the arms 
enumerated in No. 5 above. 
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7. Apparatus for the discharge of bombs, tor- 
pedoes, depth charges and other kinds of pro- 
jectiles. 

8. (o) Grenades; 

(b) Bombs; 

(c) Land mines, submarine mines, fixed or 

floating, depth charges; 

(d) Torpedoes. 

9. Appliances for use with the above arms and 
apparatus. 

10. Bayonets. 

11. Tanks and armoured cars. 

12. Arms and ammunition not specified in the 
above enumeration. 

B. Component parts, completely finished, of the 
articles covered by A above, if capable of being 
utilised only in the assembly or repair of the said 
articles, or aa spare parts. 

Category II. — Arms and Ammunition capable or 

USE BOTH FOR MILITARY AND OTHER PURPOSES. 

A. — 1. Pistols and revolvers, automatic or self- 
loading, and developments of the same, designed 
for single-handed use or fired from the shoulder, of 
a calibre greater than 6-5 mm. and length of barrel 
greater than 10 cm. 

2. Fire-arms designed, intended or adapted for 
non-military purposes, such as sport or personal 
defence, that will fire cartridges that can be fired 
from fire-arms in Category I; other rifled fire-arms 
firing from the shoulder, of a calibre of 6 mm, or 


above, not included in Category I, with the excep- 
tion of rifled fire-arms with a “ break-down ” action. 

3. Ammunition for the arms enumerated in the 
above two headings, with the exception of ammuni- 
tion covered by Category I. 

4. Swords and lances. 

B. Component parts, completely finished, of the 
articles covered by A above, if capable of being 
utilised only in the assembly or repair of the said 
articles, or as spare parts. 

Category III. — Vessels of War and their Arma- 
ment. 

1. Vessels of war of all kinds. 

2. Arms, ammunition and implements of war 
mounted on board vessels of war and forming part 
of their normal armament. 

Category IV. 

1. Aircraft, assembled or dismantled. 

2. Aircraft engines. 

Category V. 

1. Gunpowder and explosives, except common 
black gunpowder. 

2. Arms and ammunition other than those covered 
by Categories I and II, such as pistols and revolvers 
of all models, rifled weapons with a “ break-down ’’ 
action, other rifled fire-arms of a calibre of less than 
6 mm. designed for firing from the shoulder, smooth- 
bore shot-guns, guns with more than one barrel of 
which at least one barrel is smooth-bore, fire-arms 
firing rimfire ammunition, muzzle-loading fire-arms. 
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, NAVAL AND MILITARY EXPENDITURE. FOR YEARS 1897-1915. 
Extract from 


Statistical Abstract United Kingdom. 



Army {including 


Army {including 


Year. Ordnance Factories). Navy. 

Year. 

Ordnance Factories). 

Navy. 


£ 

£ 


£ 

£ 

1897-8 

19,330,000 

20,850,000 

1906-7 

27,765,000 

31,434,000 

1898-9 

20,000,000 

24,068,000 

1907-8 

27,116,000 

31,141,000 

1899-1900 

43,600,000 

26,000,000 

1908-9 

26,840,000 

32,188,000 

1900-1 

91,710,000 

29,520,000 

1909-10 

27,236,000 

35,807,000 

1901-2 

92,642,000 

31,030,000 

1910-11 

27,449,000 

40,386,000 

1902-3 

69,440,000 

31,170,000 

1911-12 

27,649,000 

42,858,000 

1903-4 

36,677,000 

35,476,000 

1912-13 

28,071,000 

44,365,000 

1904-6 

29,226,000 

36,830,000 

1913-14 

28,346,000 

48,833,000 

1905-6 

28,860,000 

33,300,000 

1914-15 

28,885,724 

51,650.000 



APPENDIX III 





DEFENCE 

SERVICES. 





Net Effective Exvenditure.*! 





Years 

1913-1934. 





{in £ Millions.) ■ 







Air {excluding 




Navy. 

Army. 

Civil Aviation). 

Total. 

1913 


46-8 

24-4 

— 

70-2 

1914 


100-4 

236-7 

— 

337-1 

1919 


137-0 

406-0 

64-0 

696-0 

1920 


84-4 

166-8 

20-3 

261-5 

1921 


69-1 

78-9 

13-2 

161-2 

1922 


47-3 

41-5 

8-6 

97-4 

1923 


46-1 

38-6 

10-2 

94-8 

1924 


47-7 

35-9 

13-7 

97-3 

1925 


61-8 

36-3 

16-0 

103-1 

1926 


48-9 

35-4 

14-8 

99-1 

1927 


49-7 

35-5 

14-5 

99-7 

1928 


48-7 

32-5 

15-5 

96-7 

1929 


47-4 

32-4 

16-3 

96-1 

1930 


43-6 

31-4 

16-9 

91-9 

1931 


42-2 

29-9 

17-2 

89-3 

1932 


41-2 

27-8 

16-3 

85-3 

1933 


44-3 

29-3 

15-9 

89-5 

1934 


47-2 

31-5 

16-8 

95-6 

1936 


66-4 

36-6 

26-8 

118-8 

(Estimated) 






1936 


60-2 

40-8 

37-8 

138-8 

(Estimated) 







* These figures do not represent total Budget Expenditure on Defence. They are simply the net cash expenditure 
(i.e., taking credit for excess receipts not appropriated in aid of Votes but surrendered directly to the Exchequer) from 
the three Defence Departments’ Votes alone as shown in the published accounts. They accordingly exclude (i) “Allied 
Services ” (i.e.. Services rendered to the Defence Departments by the Civil Departments), (ii) Middle East Expenditure 
(the net cost of which has, since 1921 fallen on the Colonial and Middle Eastern Services Vote) and the £1'6 million 
grant in aid of the Defence of India starting in 1933. 
t Revised to date, 8th May, 1936. 
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APPENDIX IV * 

THE EFFECT OF FLUCTUATIONS IN DEFENCE SERVICES EXPENDITURE ON ORDERS 
TO GOVERNMENT ESTABLISHMENTS AND TRADE RESPECTIVELY 


Figures ara attached which show the total amount 
spent for Armaments (Votes 9) in the years 1905-G 
to 1912-13 and 1920-21 to 1936-37 by the Admiralty 
and War Ofl&ce, and the allotment to Government 
Factories and the trade respectively. 

2. It .will be noticed that the general effect (subject 
to a few exceptions in particular years) is that, when 
expenditure on armaments fell, the percentage to 
the total expenditure of the orders to the trade also 
fell. When expenditure was rising the percentage 
of orders to the trade nearly always rose. 

3. Thus, in the case of the Navy, expenditure on 
armaments fell from 1905-6 (£2,553,000) to 1908-9 
£1,688,000) and the trade’s percentage of the total 
amount spent fell from 47 per cent, to 34 per cent. 
There was a steady rise in expenditure on armaments 
for the Navy from 1908-9 (£1,688,000) to 1911-12 
(£3,351,000) and the trade’s share rose from 34 per 
cent, of the total to 55 per cent. Expenditure fell 
from 1920-21 (£6,049,000) to 1922-23 (£2,406,000) and 
the trade’s share fell from 70 per cent, to 47 per 
cent. Exceptions to the general rule occurred in 
the years 1926, 1931, and 1932, but in other years 
it was maintained. By 1932 the total naval expendi- 
ture had fallen to its lo.west point (£2,039,000) and 
the trade’s share had fallen to 42 per cent., though 
on a falling expenditure it had been as low as 36 per 
cent, in the year 1930. Naval expenditure on arma- 
ments rose sharply from 1932 (£2,039,000) to 1936 
(£7,511,000) and the trade’s share of the total 
amount spent rose from 42 per cent, to 64 per cent. 

4. The figures for the Army (Table B) also tend, 
again with some exceptions, in the same direction. 
The sharp drop in Army expenditure on armaments 
between 1905-6 (£2,681,053) and 1910-11 (£1,452,188) 
resulted in a fall in the trade’s share from 52 per 
cent, to 34 per cent. By 1912-13 the total expendi- 
ture had risen to £1,682,336 and the trade’s share 
to 60 per cent. After the War there were exceptions 
to the general experience between 1924 and 1928. 
But the sharp rise in expenditure between 1932-33 
(£1,556,299) and 1936-37 (£6,413,500) resulted in a 


rise in the trade’s share from 37 per cent, to 71 per 
cent. 

5. Another method of considering these figures is 
as follows. 

Table A (Navy). 

The average yearly naval expenditure, including 
the forecast for 1935 and estimate for 1936, for the 
24 years amounts to £2,963,000, of which £1,485,000 
is allotted to Government Factories and £1,478,000 
to the trade. 

The maximum in any one year spent in Govern- 
ment Factories was £2,700,000 and the minimum 
£1,121,000; that is a fluctuation of £1,579,000. 

The maximum in any one year spent with the trade 
was £4,811,000 and the minimum £567,000; that is 
a fluctuation of £4,244,000. 

Table B (Army). 

The average yearly military expenditure, including 
forecast for 1935 and estimate for 1936, amounts to 
£2,210,000, of which £1,172,000 is allotted to Govern- 
ment Factories and £1,138,000 to the trade. 

The maximum iu any one year spent in Government 
Factories was £1,849,000 and the minimum £842,000; 
that is a fluctuation of £1,007,000. 

The maximum in any one year spent with the trade 
was £4,565,000 (estimated) and the minimum 
£107,000; that is a fluctuation of £4,458,000. 

6. While the figures bear witness to the flexibility 
of trade they must be used with caution, as there 
are many contributory causes whioli affect the figures 
on expenditure in Government Factories and with 
the trade. For example, it is the policy of the 
Defence Departments to maintain, as far as possible, 
an even load on government establishments iu order 
to obviate discharges of labour; policy as to the 
placing of orders may vary with different govern- 
ments : types of weapons may be required which 
cannot be made in government establishments and 
must therefore be put out to the trade; or there may 
be a desire to foster the resources of the trade in 
order that they may be kept alive to meet au 
emergency. 


Table A.* 
Navy. 


Statement of naval expenditure and percentage of money in each of the years shown on armaments {including guns, 
projectiles and ammunition, torpedoes and stores of an allied character), with Oovemment Factories and private trade 
respectively. 


Year. 

Total Naval 
(Vote 9) 
Expenditure. 

Spent in 
Government 
Factories. 

Spent 

with 

lYade. 

Percentage of total 
amount spent. 

Government 

Factories. 

Trade. 


£ 

£ 

£ 



1905-6 

2,553,000 

1,347,000 

1,206,000 

63 

47 

1906-07 

2,444,000 

1,361,000 

1,083,000 

66 

44 

1907-08 

1,818,000 

1,220,000 

598,000 

67 

33 

1908-09 

1,688,000 

1,121,000 

567,000 

66 

34 

1909-10 

2,080,000 

1,286,000 

794,000 

62 

38 

1910-11 

2,438,000 

1,350,000 

1,088,000 

66 

46 

1911-12 

3,351,000 

1,621,000 

1,830,000 

45 

66 

1920-21 

6,049,000 

1,833,000 

4,216,000 

30 

70 

1921-22 

4,009,000 

1,723,000 

2,286,000 

43 

57 

1922-23 

2,406,000 

1,281,000 

1,125,000 

53 

47 

1923-24 

2,680,000 

1,321,000 

1,359,000 

49 

61 

1924-25 

2,668,000 

1,432,000 

1,236,000 

54 

46 

1925-26 

2,649,000 

1,483,000 

1,166,000 

66 

44 

1926 

2,235,000 

1,124,000 

1,111,000 

60 

60 

1927 

3,070,000 

1,366,000 

1,704,000 

44 

66 

1928 

2,911,000 

1,689,000 

1,222,000 

68 

42 

1929 

2,606,000 

1,668,000 

1,038,000 

60 

40 

1930 

2,336,000 

1,602,000 

834,000 

64 

36 

1931 

2,160,000 

1,283,000 

877,000 

59 

41 

1932 

2,039,000 

1,176,000 

863,000 

58 

42 

1933 

2,520,000 

1,333,000 

1,187,000 

63 

47 

1934 

2,773,000 

1,481,000 

1,292,000 

53 

47 

1935 

4,126,000 

2,140,000 

1,986,000 

62 

48 

(Forecast) 






1936 

7,611,000 

2,700,000 

4,811,000 

36 

64 

(Estimate) 







Revised to date, 8th May, 1936. 
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Table B.* 

Aemy. 

Statement of expenditure and percentage of money in each of the years shown on armaments with Government Factories 

and private trade respectively. 



Total Expenditure 
Vote 9.0. 

O.F. Production 
for Army — Vote 9. 

Trade Balance 
Approx. 

Trade. 


£ 

£ 

£ 

% 

1905-6 

2,681,053 

1,279,770 

1,400,000 

52 

1906-7 

2,397,826 

1,154,794 

1,243,000 

62 

1907-8 

1,869,345 

1,125,771 

744,000 

40 

1908-9 

1,677,103 

1,161,314 

516,000 

30 

1909-10 

1,466,022 

919,458 

547,000 

37 

1910-11 

1,452,188 

966,074 

486,000 

34 

1911-12 

1,612,466 

893,344 

619,000 

41 

1912-13 

1,682,336 

841,528 

841,000 

50 

1920-21 

(a) 

1,414,061 

— 

— . 

1921-22 

1,381,143 

1,274,461 

107,000 

8 

1922-23 

1,841,843 

1,360,938 

481,000 

26 

1923-24 

2,364,526 

1,206,573 

1,158,000 

50 

1924-25 

2,569,986 

1,602,906 

967,000 

38 

1926-26 

2,267,848 

1,604,568 

763,000 

34 

1926-27 

1,949,812 

1,243,222 

707,000 

36 

1927-28 

1,787,454 

1,123,811 

664,000 

37 

1928-29 

1,946,350 

1,025,361 

921,000 

47 

1929-30 

2,124,941 

1,096,066 

1,029,000 

50 

1930-31 

1,555,494 

976,984 

679,000 

37 

1931-32 

1,740,751 

1,092,086 

649,000 

37 

1932-33 

1,556,299 

987,073 

569,000 

37 

1933-34 

1,714,254 

1,076,147 

638,000 

37 

1934-36 

2,293,809 

1,016,652 

1,277,157 

56 

1935-36 

(Forecast) 

4,800,000 

1,363,360 

3,436,640 

72 

1936-37 

(Estimate) 

6,413,500 

1,848,500 

4,565,000 

71 


(a) The figure in the account is £5,742,204, but it is not to be relied on as it included large transactions from earlier 
years. 

}fote. — These figures are the best information immediately available. It will be noted that the comparison is between 
total expenditure (O.F. and Trade) under Vote 9.C and O.P. expenditure on the whole of Vote 9. It would take 
some time to separate the Vote 9.C element in O.F. expenditure ; it represents roughly all but some £50,000 in 
each of the last 10 years. 

APPENDIX V 

NOTES' ON PRIVATE ARiVlS MANUFACTURE IN THE GREAT WAR, 1914-18. 


Introdtjotion. 

1. In the public controversy over the private manu- 
facture of arms and munitions of war a good deal 
has been made of the failure of the armament firms 
in the War, 1914-lS, and a tendency has been 
manifested to transfer to them the odium that it was 
formerly fashionable to cast on the War Office. It 
appears desirable, therefore, to examine, in as 
detached a spirit as possible, the history of that 
unfortunate episode, the extent of the failure, and 
the circumstances in which it occurred, in order, so 
far as possible, to ascertain the causes. That is the 
task attempted in this brief sketch. It is based 
almost entirely on the Sistory of the Ministry 
of Munitions, which was compiled immediately after 
the end of the War. There is, of course, ample 
material in the official histories, as well as in various 
published memoirs, for a more ambitious account, 
and every point could be elaborated to a considerable 
extent. That task, however, would go beyond the 
scope of this Memorandum of Evidence, and no 
more is attempted here than to pick out the salient 
points bearing on the responsibility for the failure 
of the Trade to make deliveries by the contract dates. 
No attempt is made to deal with such charges as 
“ profiteering ” by the armament firms, which would 
appear to belong rather to the second and third 
items of the Terms of Reference to the Royal Com- 
mission. In any event it is a matter on which I have 
no knowledge. 

2. From the point of view of actual supply in the 
War, the main case against the private manufac- 
turers is that, especially in the early months, they 
failed to complete their contracts by the specified 
dates. This failure reached its zenith in the spring 
of 1915, when the shell crisis arose which led to the 
establishment of the Ministry of Munitions. Through- 
out th e existence of the Ministry the production of 

* Revised to date, 8th May, 1936. 


gun ammunition was by far the largest branch of its 
activity, accounting, as it did, for more than half 
its total expenditure.t Shells, therefore, are taken as 
the most conspicuous illustration of the failure of 
the regular contractors. 

The pee-Wab, system of imperial defence. 

3. Prior to 1914 we relied for Imperial Defence 
mainly on the Navy, which had the duty of protect- 
ing the whole Empire against overseas invasion and 
of keeping open our maritime communications for the 
free passage of military reinforcements or trade. 
Consequently the demands of the Navy upon industry 
or labour enjoyed a definite priority over those of 
the land forces. The regular army was maintained 
mainly for the purpose of supplying garrisons for 
India and Egypt, as well as for the defence of the 
bases and fuelling stations of the Fleet and mer- 
cantile marine against raiders. The strength of the 
regular army in stations abroad was maintained by 
a system of linked battalions, grouped in pairs, one 
at home and one abroad, which changed places from 
time to time. The battalions at home were organised 
to form an expeditionary force of six infantry divi- 
sions and one cavalry division. In addition, there 
were a number of Special Service units (formed out 
of the old militia) and maintained as depot battalions 
to supply drafts for the regular army in the event 
of war; and for Home Defence a Territorial Array 
organised in 14 infantry divisions and 14 mounted 
(Yeomanry) brigades, armed with obsolescent 
weapons. 

4. As a purely defensive organisation maintained 
by a government firmly set towards peace and with 
no aggressive intentions, this arrangement worked 
satisfactorily at the outbreak of War. No British 

History of the Ministry of Munitions, Volume X, 
Part III, page 115. 
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territory in any part of the world was seriously 
invaded, and our sea communications were kept open. 
Until the submarine warfare against merchant ships 
(a war development) had woriked up to its full 
intensity in the spring of 1917 we had no serious 
anxiety as to our sea communications. Raids, such 
as those on Scarborough and Hartlepool, and the 
activities of commerce destroyers, such as the 
“ Enrdeu ” and “ Konigsberg,” achieved -no more 
than we had apprehended. In fact, our preparations 
were sufficient to enable us to fulfil our traditional 
role of maintaining command of the sea with losses 
no greater than in many previous wars. 

Pre-War sitpply of the Ariiy. 

5. Some details are given in Annexes I and II of 
the sources of supply of the army for war material 
during the five years preceding the War. From 
Annex I it will be seen that the proportions in which 
orders were spread between the Royal Ordnance 
Factories and private industry were as follows : — 



Royal Ordnance 
Factories. 

Trade. 


Per cent. 

Per cent. 

Guns 

80 

20 

Gun Ammunition, etc. .. 

77 

23 

Small Arms 

62 

38 

Small Arms Ammunition 

48 

52 

Average 

67 

33 


In the later years of the five-year period the pro- 
portion of orders to the trade had tended to rise, 
and in 191S the average had reached 60 per cent, to 
Royal Ordnance Factories and 40 per cent, to the 
trade. In the case of gun ammunition, etc., in 
1913 it was 62 per cent, to the Royal Ordnance 
Factories and 38 per cent, to the trade. 

6. A list of the firms to which orders were issued 
during the five years preceding the War is given in 
Annex II. 

W.AU EXPANSION OF THE ArMY. 

7. The failure of our allies, however, to sustain 
the shock of the enemies’ attacks both on the 
Western and Eastern Fronts compelled us, practic- 
ally from the outset of the War, to start the im- 
provisation of a huge array which, including the 
Regular Army, the new (Kitchener) Armies, the 
Territorial Army, the forces of the Dominions (2 
mounted and 10 infantry divisions), the Indian Army 
(excluding Indian forces retained in India), eventu- 
ally reached 9 mounted and 87 infantry divisions. 

8. The supply of this large army, scattered in 
many theatres of war, in addition to the widespread 
work of the Fleet (which necessitated huge construc- 
tion programmes), and the building up of a large 
air force on an insignificant nucleus, proved a task 
of unprecedented magnitude and absorbed a great 
part of the manufacturing resources of the nation, 
especially those in the engineering industries. By 
the end of the War no less than 14,000 firms are 
said to have been engaged in the manufacture of 
war material. 

The rate of expansion of the Army. 

9. The forces available on the outbreak pf war 
barely numbered 700.000, including the Territorial 
units, whose task was home defence. The plans for 
overseas operations contemplated only an Expe- 
ditionary Force of 6 divisions or about 150,000 men. 
On 25th August, 1914, Lord Kitchener announced 
that the War Office was aiming at “ a total of thirty 
divisions continually maintained in the field.” This 
represented a field army of about 650,000 men. In 
view of the steady tendency towards enlargement of 
the programme, the basis of maximum requirements 
for the 1915 campaign, as envisaged in the autumn 
of 1914, may be put at 1,000.000 men, or fifty divi- 
sions. Early in December, 1914, instructions were 
given that the measures necessary for the arming 
of a further 1.000,000 men should be taken in hand. 
In June. 1915. the newly-formed Ministry of Muni- 
tions were informed by the War Office that the 


total demand had been increased to the figure re- 
quired for the prospective figure of seventy 
divisions.* 

10. It will be noted that the War had been in 
progress for more than ten months before this figure 
was decided on, which added enormously to the 
difficulties of those engaged in planning output, 
whether in the War Office or in the private muni- 
tions firms, since there were no plans in existence 
for meeting the demands of an army of these dimen- 
sions. Indeed, the scale of the effort involved was 
such as to create conditions which jeopardised the 
possibility of fulfilling the estimates of supply on 
the relatively modest basis laid down before the out- 
break of war. 

Supply in e.ably days. 

11. Some of the difficulties of supplj' in the early 
day’s of the War may be judged from the following 
quotation from the History of the Ministry of 
Muiiitions ; — 

‘‘ In the first year of the war there was not 
only no accumulated experience to guide estimates 
as to attainable rates of delivery, but two further 
conditions were superimposed; as the campaign 
developed the projected maximum scale of effort 
was itself rapidly enlarged, so that the maxima 
of one month became the minima of the next, 
while the unforeseen increase in the rate of con- 
sumption, especially in the case of gun ammu- 
nition, tended to widen the breach between output 
and immediate requirements. 

“It was not possible therefore in the circum- 
stances of the autumn of 1914 for the Army 
Council to lay down a programme of supply or 
define the requirements for the Expeditionary 
Force during the campaign of the following year, 
with the careful elaboration and reliability of fore- 
cast that was achieved when the munitions move- 
ment reached its zenith. Much painful experience 
was required before even approximate bases for 
calculation were available, and during the period 
we are now considering kaleidoscopic changes 
followed one another with a rapidity which 
falsified the whole basis of the programme. ”t 
The same point is emphasised in a Memorandum 
by Mr. Wintour, who had been invited by the 
Secretary to the Army Council to formulate proposals 
for reorganising the Contracts Department: — 

“ Under the present system it has been difficult 
in many cases to obtain even an approximate idea 
of the extent of the orders which have to be placed 
in the future, and it is essential in any new 
scheme that provision should be made for pre- 
paring estimates showing probable requirements 
for three months, six months, and a year ahead. 
It is, of course, realised that rapid change of 
military plans makes it impossible to furnish any 
final estimates, but this in itself is no valid reason 
why rough estimates should not be prepared which 
would afford a sufficiently good working basis. 

12. The difficulties confronting the War Office in 
these respects were necessarily passed on to their 
contractors. Even more than the War Office, the 
regular armament firms lacked “ accumulated ex- 
perience to guide estimates as to attainable rates 
of delivery ” under war conditions demanding out- 
put on an unprecedented scale. As “ the projected 
maximum scale of effort was itself rapidly enlarged ” 
they were constantly required to increase the scale 
of their operations, as at the time there were few 
other sources of supply, and these limited, to which 
the War Office could turn in their need. Orders 
had to be still further increased owing to “ the un- 
foreseen increase in the rate of consumption, 
especially in the case of gun ammunition.” 

13. As the worst failure occurred in the case of 
shells, this example (as- already mentioned) is used 
for purposes of illustration in these notes. The 

* History of the Ministry oj Munitions. Vol. I, Part I, 

pp. 11-12. 

t Ibid. p. 14. 

X Ibid. p. 70. 
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Royal Ordnance Factories, mainly for geographical 
reasons, were capable only of limited expansion in 
time of war, but w'ere nevertheless able to bear the 
first brunt of the new demands. 

14. During the first two months of the War, there- 
fore, orders for gun ammunition were placed on a 
large scale with the armaments firms, and supplies 
from overseas (United States of America and 
Canada) were also arranged. During this period the 
Contracts Department of the War Office was inun- 
dated with offers of assistance from private firms. 
The Department was very ready to utilise such 
assistance, with the proviso that the firms were com- 
petent to tender on equal terms with the expert 
armament firms. Otherwise they were virtually re- 
stricted to supply of subsidiary munitions and acces- 
sories, or to sub-contracting for the firms able to 
undertake the principal contracts. 

15. In October, 1914, a Cabinet Committee decided 
on a large expansion of gun orders, and it became 
clear that an enormous extension of the shell manu- 
facturing capacity of the country would be required, 
and that this extended demand would involve the 
mobilisation of a large number of firms which had 
not hitherto had experience of munitions production, 
and which would require assistance, not only with 
equipment and buildings, but still more with 
technical advice and supervision. 

16. The small number of experts at the Ordnance 
Factory were already overwhelmed with work, and 
in these circumstances it was decided to utilise the 
knowledge of armaments firms themselves and to rely 
on them for the allocation of the work among in- 
experienced firms. 

“ There was a good deal to be said for that 
view, because it is highly technical work, it is 
very difficult work, and it is skilled work. 
Although there are no better engineers in the 
world than you have in this country, these firms 
were without any experience at all of the kind of 
work the War Office required to be done. So it 
was thought better that the armament firms, who 
had got men accustomed to this class of work, 
should parcel out, as it were, the parts of the 
work which could be done even by inexperienced 
firms, leaving to themselves the more difficult and 
more delicate work, and also leaving to themselves 
the putting together of the various parts.”* 

The policy of the War Office at this time there- 
fore fell under two heads: — 

(1) the expansion of the regular armament work 
by means of subsidies granted by the Govern- 
ment — i.e.j for the provision of additional 
machinery, extensions of works, etc. — ; and 

(2) the extension of the usual system by which 
the chief armament contractors gave sub-contracts 
for single parts or processes to ordinary engineer- 
ing firms, t 

17. It was under this system that the failure of 
the armament firms to make punctual deliveries took 
place — a failure w’hich placed our armies in jeopardy 
in the Spring of' 1915 and hampered their effective- 
ness for months to come, aintil the Ministry of 
Munitions, formed by Mr. Lloyd George in June, 
1915, took charge, reorganised the whole system, 
brought the whole of the resoui'ces of the government 
and of the nation to bear on the problem and 
gradually restored the situation — a very remark- 
able achievement. 

18. It should be noted, however, that the system 
of relying on the armament firms had been evolved 
from past expexnence going back to the Crimean 
War, and had been deliberately confirmed after the 
South African War. I 


* Extract from a speech by Mr. Lloyd George on 21st 
April, 1915, quoted in the History of (he Ministry of 
Munitions, Vol. I, Part I, pp. 101-2. 
t Ibid., p. 102. 

X History of the Ministry of Munitions, Vol. VIII, Part I, 
Chapter I. 


The failure (shells). 

19. To pursue the subject on a purely chronological 
basis would involve a more elaborate account than 
is possible in this Memorandum. The outline is to 
be found in the History of the Ministry of Muni- 
tions. It is proposed at this stage to pass on to 
the failure, to show briefly its extent in the case 
of the supply of shells, and to examine the causes. 
The failure was already foreshadowed by the end of 
the year 1914, and reached its zenith in the Spring 
of 1915, as shown by the following Table based on 
the History of the Ministry of Munitions, Volume I, 
Part I, Appendix III: — 

Table I. 

Deliveries of Shell by Home Coni'bactob.s under 
Orders placed by the War Office. 

Position on 29th May, 1915. 




Delivered. 

Arrears. 

12 in. 

H.E. 

— 

7,500 

9-2in. ... 

H.E. 

7,082 

18,993 

8 in. 

H.E. 

118 

7,082 

6 in. 

H.E. 

123 

60,077 


S 

— 

8,280 

6 in. 

H.E 

— 

400 


S 

4,573 

25,427 

60 pdr. 

H.E. 

37,804 

76,796 

S 

45,066 

49,936 

4-7 in. ... 

H.E. 

2,546 

69,304 


S 

— 

9,750 

4-5 in. ... 

H.E. 

57,430 

182,413 


S 

45,703 

134,447 

18 pdr. 

H.E. 

8,162 

111,848 

do. complete rds. 

— 

100,000 


S 

608,375 

626,908 

do. complete rds. 

— 

100,000 

15 pdr. 

H.E. 

— 

25,000 

S 

9,207 

259,593 

13 pdr. 

H.E. 

— 

4,500 

S 

23,153 

137,756 

2-75 in. ... 

H.E. 

— 

16,000 


S 

2,629 

1,371 

Total 


861,960 

2,022,380 


20. The effect of this failure is shown in another 
form, which is easier to assimilate, in the following 
Table, which is reproduced from the History of the 
Ministry of Munitions, Vol. I, Part I, p. 42: — 

Table II. 

Weekly ammunition output in August, 1915. 
Actual output realised as compared with fore- 
cast CONTAINED IN THE MaSTEB-GeNERAL OF THE 

Ordnance’s programme dated 13th April, 1915. 
(Principal natures only.) 



Con- 

War 

Office 

Require- 

Actual 


tractors' 

anticipa- 

ments. 

issues. 

18 pdi\ ... 

•promises. 
... 420,000 

tion. 

216,000 

'211,463 

108,000 

4- 5-in. How. 

... 48,000 

26,000 

59,600 

14,600 

4-7-in. ... 

8,400 

8,000 

6,020 

1,600 

60 pdr. . . . 

8,000 

7,500 

11,900 

1,826 

6-in. How. 

... 14,000 

4,000 

2,240 

2,333 

8-in. How. 

2,000 

1,800 

840 

736 

9 •2-in. How. 

3,200 

1,600 

1,120 

492 


603,600 

263,900 

293,083 

129,686 


” This concise statement ”, says the History of the 
Ministry of Munitions, ” contains the essence of the 
munitions problem as it was in the summer of 1915. 
It will be noticed that the "War Office anticipation, 
to the correctness of which they explicitly refused to 
be committed, discounted contractors’ promises 
approximately 50 per cent. The actual output, how- 
ever, was only approximately half this reduced 
figure.” 

Actually the comparison somewhat overstates the 
deficit in delivery of shell, since issues of completed 
ammunition could only take place after the work of 
filling had been accomplished, a task which, for by 
far the greater proportion of the total supply, was 

4X2 
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undertaken by tie Royal Laboratory at Woolwich 
and not by tbe Trade.* 

21. There were, of course, delays on other con- 
tracts besides shell, but the above examples are suffi- 
cient to prove that in the Spring and Summer of 
1915 the private armaments firms were very much 
in arrears on their contracts. 

22. Large as was the discrepancy between contract 
and delivery on the dates given in the Table the 
actual accomplishment of the home trade even at 
this date was considerable, as may be judged bv 
comparing the quantities of shell delivered on war 
contracts down to the end of May, 1916, with the 
total reserves on hand at the outbreak of war: — 


Table III. 
Stocks at 
outbreak^ 
of War.f 


18-pdr. — Shrapnel ... 654,480 

H.E. ... Nil 

13-pdr. — Shrapnel ... 95,400 

4'6-in. — Shrapnel ... 86,400 

H-E. ... 43,200 

60-pdr. — Shrapnel ... 16,800 

H.E. ... 7,200 


Deliveries hy 
the home trade 
29/6/16.t 
608,376 
8,152 
23,153 
46,703 
67,430 
45,065 
37,804 


903,480 825,682 


It will be seen that, for the four types of ordnance 
mentioned, which at the time were the principal 
weapons of the field army, the trade had produced 
in the first nine months of the War nearly as much 
as the total reserve stocks with which the Army 
had entered the War. 

23. TOongh the Government Ordnance Factories 
had broadly speaking, fulfiUed their contracts 
within about 10 per cent., their total contribution 
*he trade, as shown 

by the following figures for May 29, 1915 : 


Table IV.* 


18-pdr. 

h.e. 

Deliveries hy 
the Ordnance 
Factories. 
50,971 


Shrapnel ... 

124,345 

13-pdr. 

Shrapnel ... 

75,212 

4-5-m. 

H.e. 

34,609 

60-pdr. 

Shrapnel ... 

1,417 

H.E. 

5,278 


Shrapnel ... 

22,325 


Deliveries hy 
the Home 
trade, 
8,152 
608,376 
23,153 
57,430 
46,703 
37,804 
46,065 


314,057 825,68211 


It wiu be noted, therefore, that for five years 
before the War the orders to the trade were oniv 
about .one-third of those to the Royal Ordnance 
1 actoiies, but that during the first and critical first 
eight months of the War the actual deliveries of 
ammunition for the four types of weapon by the 
trade were more than 2J times as great as those 
of the Ordnance Factories. Actually the trade pro- 
duced two-thirds of the total home output of empty 
shell in 1914 and three-quarters in 1915 (See 
para. 41 (4).) ‘ ^ 


24. I have examined above the failure to deliver 
empty shell in accordance with contract promises in 
the critical time during the early summer in 1915 
Many of these estimates had been inspired by 
patriotic optimism and most of them had assumed 
more or less normal conditions in the markets from 
which they drew their supplies. It was hardly 
possible to envisage in advance the progressive 
difficulties caused by war conditions or to make full 
allowance for the time required to establish output 
monientum in newly organised shops, to instal 
machinery and train i>ersonnol. 

It is only fair to add that the failure of supply 
was steadily rectified during the succeeding months 
and that deliveries by home contractors rose from 
42 per cent, of promises in September, 1915, to 62 
per cent., 74 per cent, and 81 per cent, in Decem- 
ber, 1915, March, 1916, and June, 1916, respectively. 
Moreover, it must be remembered that the increase 
of supply achieved by the Ministry of Munitions 
during the first nine months of its activities was 
very largely due to output secured from orders 
placed before it began operations. Thus of the total 
shell deliveries to the end of 1915, 13,746,433 were 
on War Office orders and only 2,714,468 came from 
sources developed by the Ministry of Munitions.* 

25. The question now arises as to how we should 
have fared without the private contractors. Apart 
from them the possible sources of supply were: 

(1) the Royal Ordnance Factories; 

(2) orders placed abroad; 

(3) orders to private industry outside the 
armaments firms. 


26. As Table IV shows, the Government Ordnance 
Factories, though estimating more accurately than 
the trade, did not provide more than a fraction of 
our needs or of our supplies. 

27. Supplies from abroad (from private factories 
in Canada and the United States) were (with the 
exception of an important contract for 18-pdr. shell 
with the Bethlehem Steel Co.) considerably in 
arrears. 


*1,^* ®®®" produced mor 

than times as much as the Ordnance Factories 
1 his is the more remarkable when the figures fo 
pre-War supply of gun ammunition are compared 
as shown by the following Table : — 

Table V.H 

Pre-War Supply oj Gun Ammunition. 


Trade. 

£ 

26,708 

25,019 

112,181 

204,073 

199,297 




Ordnance 

Factories. 

1908- 4)9 ... 

1909- 10 ... 

1910- 11 ... 

1911- 12 ... 

1912- 13 ... 


£ 

360,152 

271,779 

328,062 

332,751 

321,940 


Total for five years ... 1,614,684 


567,278 


" See Histcry of the Miniatry of Mxmitiojis. Vol ‘ 
Fart V, p. 10. 

t Figures from the Hiatory of the Ministry of Mmitio,, 
Vol. 1, Part I, p. 114. 
t Ibid,, Appendix III. 

II The home trade also delivered for the Army (at 
apart from Naval orders) about 20,000 rounds of ammui 
tion for ordnance of 4 - 7 in. calibre and above, which w, 
not manufactured by the Ordnance Factories at all 
II Extracted from Annex I. These figures are for tot 
prn ammumtion and not merely for the three prinoin 
types given in Table IV. ^ ^ 


28. As regards outside firms during the early days 
of the War, many offers of assistance in munitions 
manufacture were received from manufacturers out- 
side the regular private arms industry. But when 
it came to invitations to tender, almost the only 
tenders received were from the regular armament 
contractors, and a few tenders received from outside 
were too costly and too slow.f In these circum- 
stances, as we jjiave already seen, the War Office 
encouraged the private armaments firms to supple- 
ment their own limited resources by a system of 
sub-contracting. When we come to the causes of 
failure of the armament firms we shall find that the 
failure of sub-contractors was among the more im- 
portant. If the inexperienced firms failed in sub- 
contracts, which were mainly in respect of the less 
complex parts of munitions, it is certain that (as 
the War Office anticipated at the time) the sub- 
contractors would have failed even worse at that 
time in any attempt to produce complete rounds, 
more especially as there was a shortage of samples, 
drawings, specifications and skilled inspectors. 

29. It is not too much to say, then, that, great as 
was the disparity between contract and date of 
achievement, the armament firms, even in the worst 
days of 191^15, were the principal source of supply 


* History of the Ministry of Munitions, Vol. I, Part I, 
page 44 and Appendix IV. 

t Examples are to be found in the History of the 
Ministry of Munitions, Vol. I, Part I, Chapter III. 
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even of shells, and there is little doubt that without 
them we should have suffered something approaching 
complete disaster in the first year of the War. 

Direct causes of failure. 

30. We come now to the causes of the failure of 
the armament firms to deliver the goods by the 
proper dates. 

31. The three more direct causes (though there 
were others which will be mentioned later) were : — 

(a) Labour. 

(b) Machinery. 

(c) Sub-contractors. 

As will now be shown, none of these causes lay 
within the control of the private manufacturers.* 

(a) Labour. 

32. When the private arms firms accepted their 
early contracts they may fairly have assumed that 
an ample supply of labour, both skilled and un- 
skilled, would be available. They were in good 
company in making this assumption, for the Govern- 
ment itself were anticipating widespread unemploy- 
ment and created an organisation to deal with the 
prevention and relief of distress. These anticipa- 
tions, however, proved incorrect. The Government 
proceeded to enlist for the army labour, skilled and 
unskilled, at first almost indiscriminately, and to a 
considerable extent even after the labour shortage 
was realised. 

“ By October, 1914, the engineering trade group 
lost by enlistment 12*2 per cent, of its male 
workers as compared with the period three months 
earlier. By February, 1915, this proportion had 
increased to 16'4 per cent., and by July, 1915, to 
19-5 per cent., though this exodus was partially 
counteracted by the immigration of workers from 
other trade groups ”.t 

33. The story of the efforts both by the arma- 
ments firms and by the Government to obtain skilled 
labour is a complicated one. Many mistakes were 
made, especially in the psychology of such recrui1> 
ing. The efforts of the armament firms and of the 
Admiralty to recruit skilled labour from engineering 
and other firms were strongly resented, and was one 
of the causes which led firms in particular areas 
(Leicester, for example) to group themselves for 
acceptance of munitions contracts. It is sufficient 
to record that, in spite of the efforts by the Govern- 
ment to help the armaments firms to keep their 
men (by the issue of badges, for example) and, after 
the New Year at any rate, to replace their irre- 
parable losses from other sources of labour, the 
supply of skilled labour during the period with 
which we are concerned always fell far short of the 
demand, J and as late as July 1, 1915, the demands 
for skilled labour at the Royal Factories and arma- 
ment firms on the preference list remained as high 
as 14,030. § 

34. Labour supply, however, was not the only 
labour difficulty under which the armament firms 
had to operate. In order to get the most out of 
the available plant it was necessary not only _ to 
avoid labour stoppages (which did not arise during 
the patriotic fervour of the early days) but to obtain 
a temporary suspension, for the duration of the War, 
of such trade union rules and practices as tended 
to restrict output. 

“ The suspension of restrictive rules and 
customs was justly regarded by the workmen as 
imperilling the most highly valued and hardly- 
won safeguards of his standard of living. It meant 

* See also extracts from a letter from Messrs. Cammell 
Laird, dated 6th October, 1914, quoted in the History 
of the Ministry of Munitions. Vol. I, Part I, pages 
120-121, reproduced in Annex IV. 

t History of the Ministry of Munitions, Vol. I, Part I, 
page 122. 

I History of the Ministry of Munitions, Vol. I, Part II, 

pp. 28-9. 

§ Ibid., p. 109. 


the surrender of a system of defences built up, 
piece by piece, through the struggles of a century 
and it entailed sacrifice for which no compensa- 
tion could be offered. It would be hard to name 
a more perilous field for even the most delicate 
advance of Government intervention”.* 

35. Yet this question, described later by Sir H. 
Llewellyn Smith as ” the most difficult and delicate 
of all the matters with which the Board of Trade 
have undertaken to deal ”,+ was left by the Govern- 
ment during five months of war (August to December, 
1914) to— 

“ conferences of the normal type between the 
Employers’ Federations and the Unions. The 
discussions led to no agreement within that period, 
and tended rather to prejudice the chances of 
success in the follo’Wing months ”.J 
Even when the Government did intervene in 
January, 1915, they were not successful at first, and 
the so-called Treasury Agreement of March, 1915, 
in which their efforts culminated, failed to bring 
sufficient relief. 

(b) Machinery. 

36. Coming to the second direct cause of break- 
down of private manufacture — inability to obtain 
delivery of machinery — the History of the Ministry 
of Munitions contains the following statement ; — 

“ In consequence of the limited capacity of the 
home industry and the scale of requirements, it 
was necessary to have recourse to the _ United 
States of America, and the failure of American de- 
liveries of machine tools to come to hand at the 
anticipated dates, proved a prime cause for the 
breakdown of the programme of ammunition out- 
put arranged by the War Office, the shortage of 
machinery being one of the excuses most frequently 
urged by contractors for their delayed deliveries.” S 
(Detailed illustrations are then given.) 

(c) Sub-contractors. 

37. The third direct cause of failure that of the 
sub-contractors, was due to some extent to the same 
causes as the failure of the main contractors. The 
tide of such surplus labour as was available set 
to,wards the main contractors, owing to the greater 
publicity given to their requirements. 

“ The sub-contractors were further hampered by 
the difficulty in securing deliveries of machine 
tools. Many of them, moreover, were new to 
their work and did not appreciate the high degree 
of accuracy required in shell manufacture, or the 
strictness of inspection, with the result that their 
products failed to pass the tests. They also 
suffered from the delays already mentioned in 
obtaining samples, drawings and specifications; 
and it is probable that the difficulty of obtaining 
immediate supplies of machinery and raw material 
bore more hardly upon them than upon the large 
firms. ”11 

38. The following comments in the History of the 
Ministry of Munitions on the criticisms urged at 
the time against the War Office are almost equally 
applicable to the criticisms directed to-day against 
the private armaments firms : — 

” The critics of the War Office failed, as was 
natural, to take into account the circumstances 
which had brought about the breakdown of supply, 
which, since they arose from the unprecedented 
and unforeseen scale of the demand, must have 
been encountered in some degree by the men who 
undertook to organise the supply of munitions 
during the first year of the war, whether those 
men had been officials of the War Office or had 
held, from the first, an independent status. The 
policy, deliberately adopted, of organising the 


* Ibid., p. 30. 
t Ibid., p. 37. 

^ History of the Ministry of Munitions, Vol. I, Part I, 

p. 125. 

II Ibid., p. 126. 
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resources of the country through the armament 
firms, had much in its favour. The fact remains 
that the armament firms were at the outbreak of 
war the only firms with actual experience of muni- 
tions manufacture; ordinary engineering firms 
could not take up such work at a moment’s notice 
when there was little or no organisation at head- 
quarters for instructing and supervising them; 
and it was to a great extent the education in 
shell making which such firms received as sub- 
contractors to the armament firms which enabled 
them in the summer of 1915 to organise their own 
•resources on a wider and more independent basis. 
Thus it does not follow, because the country in 
the summer of 1915 was ripe for industrial mobi- 
lisation on the lines followed by the Armaments 
Output Committee and the Ministry of Munitions, 
that such industrial mobilisation could have been 
successfully carried out in August, 1914. 

Moreover, the shortage of ammunition— the 
primary reason for the handing over of supply to 
a new Department— since it was brought about by 
arrears of deliveries rather than by lack of orders 
was to a certain extent remedied by time alone. 
The real achievement of the War Office was the 
creation of capacity to meet the demands of the 
30-division standard contemplated in the autumn 
of 1914; the true results of their labours are more 
fairly represented by the supply position of 
December, 1915, than by that of May, 1915. The 
time needed for the creation of new capacity, 
though uniformly disappointing the expectations 
of those responsible, differed little in fact from 
that which the large experience of the Ministry 
of Munitions showed to be the normal time re- 
quired for the development of bulk output from 
new sources of supply.”* 

39. The critics of the armament firms have made 
the mistake with. which the History of the Ministry 
of Munitions charges the critics of the War Office in 
failing to take into account the circumstances which 
brought about the failure to supply an unprecedented 
and unforeseen demand. The armaments firms were 
given a task which was beyond their capacity, and 
which, with the wisdom that comes after the event, 
one can see ought to have been recognised as beyond 
their capacity. If the Royal Ordnance Factories, who 
carried out larger orders than the trade for British 
war material before the War, could not spare the 
experts to mobilise industry on a great scale, it 
might have been foreseen that the armament firms, 
which were themselves expanding on a large scale, 
would only be able to do this effectively to a limited 
extent. Moreover, as we have seen, the armament 
firms suffered both from the sins of commission by 
the Government in enlisting skilled labour for the 
forces, and from its sins of omission in failing to 
realise earlier that the labour problem, which lay 
at the root of many of the difficulties, was a national 
concern, far beyond the scope of private firms. 

Indirect causes of the failure. 

40. There were a good many other factors which 
tended to limit the output of land armaments and 
ammunition by the private armaments firms, some of 
which have already been touched upon. They are 
summarised below: — 

(1) Perhaps the most important cause of the 
failure was that the Government had no national 
plan for an expansion of the army, or for its 
armament. None of the problems had been worked 
out or thought of at all — exemption from military 
service oi skilled personnel, provision of skilled 
or unskilled labour, machine tools, raw materials, 
and national industrial mobilisation generally. 
Consequently, there was no basis for programme 
making or for estimating future requirements and 


* History of the Ministry of Munitions, Vol. I, Part I 
p. 134. 


supplies, no warning was given to the armament 
firms of what would be expected of them. This 
cause must be attributed to the mentality of the 
nation as much as to the Governments before the 
War. 

(2) The great programme undertaken by the 
Admiralty. During the period of breakdown with 
which we have been dealing, namely, August 
1914, to June, 1915, the following warships were 
in different stages of construction in private 
yards* : — 

9 Battleships. 

3 Battle Cruisers. 

3 Large Light Cruisers (Courageous Class). 

9 Light Cruisers. 

33 Monitors. 

36 Sloops. 

24 Patrol Boats. 

10 Destroyer Leaders. 

100 Torpedo Boat Destroyers. 

The construction, armament and provision of 
ammunition for this quite considerable fleet levied 
a heavy toll on the limited resources of the arma- 
ment firms and engineering industry. In addition 
there were under construction in the Naval dock- 
yards: — 

4 Battleships. 

8 Light Cruisers. 

These threw some additional work on to private 
industry apart from orders for ammunition for 
the existing fleet, submarine mines, etc. 

(3) Before the War there was no idea of an 
expansion of the Army. The Navy was the first 
line of defence, and the size or the regular army 
was fixed by standards of Empire defence, India, 
etc. (See paragraph (4).) The Navy, as the first 
line of defence, had in practice first claim on all 
our resources, including the armament firms, who 
looked to the Admiralty for most of their orders. 

(4) As mentioned in paragraph 10, ten months 
elapsed before the size of the Army to be aimed at 
was decided. This uncertainty as to our ultimate 
plans, added to the miscalculation made by our- 
selves in company with all the other belligerents 
as to the rate of expenditure on ammunition, led 
to constant fresh orders on a “ hand-to-mouth ” 
basis. This must have made the task of planning 
output very difficult for the private firms as well 
as for the War Office. 

(5) The armaments firms had no experience 
whatever to guide them in estimating for an 
expansion of output on the vast scale with which 
they were confronted. 

(6) The Government itself was ill-organised for 
the conduct of a vast war. A Cabinet of about 
twenty busy Ministers, most of them with large 
Departments to administer under war conditions, 
was meeting without an agenda paper and with- 
out even a record of its decisions and without a 
secretary. With its many preoccupations it was 
not a good machine for thinking out the problems 
involved in the improvisation of a vast army. 
There was nothing corresponding to the existing 
Principal Supply Officers) Organisation of the 
Committee of Imperial Defence. That probably 
accounts for some of the national conditions which 
made the work of the private firms so difficult. 


* Ships completed in August, 1914, are not included in 
these lists. These particulars have been summarised 
from a very long and elaborate return supplied by the 
Historical Section, which can be handed in, if desired. 
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Achievements of the eegular contbactorb. 

41. Some idea of the actual achievements of the 
regular contractors in the Warj as distinct from their 


delinquencies, can be obtained from the following 
sample figures : — 

(1) Tbe contribution to the construction of war- 
ships is shown in the following Table: — 


Table VI. 

Construction of wabsh. ps, 1914-1918. 
Summary.* 


Built at Built by 


Government 

private 

Total. 


yards. 

companies. 


Battleships 

6 

11 

17 

Battle Cruisers 

— 

7 

7 

Large Light Cruisers . . . 

— 

3 

3 

Light Criers 

14 

45 

59 

Monitors 

— 

38 

38 

Sloops 

— 

86 

86 

Convoy Sloops 

— 

34 

34 

Minesweepers 

— 

139 

139 

Patrol Boats 

— 

64 

64 

Destroyer Flotilla 




Leaders 

— 

39 

39\ 

Torpedo Boat Destroyers 

— 

345 

345/ 

Submarines 

29 

180 

209 


49 

991 

1,040 


Three dismantled before completion. 


Twenty-seven further vessels of this type cancelled. 


Note . — ^All engines built by private companies. 


(2) Such expansion of the gun-making industry 
as was possible was almost entirely in the hands 
of the private industry. The factories ordered 
by the Ministry of Munitions did not manufacture 
guns “ before 1917.” In 1917 three National Pro- 
jectile Factories turned over to gun manufacture 
or repair and were renamed National Ordnance 
Factories ; thus : 

Nottingham Ordnance Factory made 18 pdr. 
and 6-in. guns. 


Hadfield Sheffield National Projectile Factory 
became an Ordnance Factory and made 60 pdr. 
guns. 

Leeds National Projectile Factory developed 
capacitj' for 200 gun bodies a month, t 
The private armament firms supplied during the 
War 25,513 guns as compared with 4,326 guns 
supplied by Woolwich Arsenal and 1,406 guns 
obtained from the United States of America. De- 
tails are contained in the following Table sup- 
plied by the Historical Section : — 


Table VII. 

Supply of guns 1914 — 1918. 
Private firms. 


Light {2-pdr. — 
4-in. A.A.) 
Medium (60-pdr. — 
4-5-in. How.) 
Heavy (6-in. — 
16-in.) 


1915. 


2,465 

695 

66 


3,226 


1916. 


1,792 

1,648 

1,074 


4,514 


1917. 


3,803 

861 

1,849 


6,513 


1918. 


6,890 

1,763 

2,616 


11,169 


25,513 


1,406 


26,919 


Woolwich Arsenal. 


1914. 1915. 1916. 


1,351 


1,638 


Grand Total 


Note.— The above figures are taken as to Home and American production from the Review of Munitions Output pre- 
pared by the Statistical Branch of the Ministry of Munitions, and as to Woolwich Arsenal output from the History oj 
the Ministry of Munitions. 


(3) The industry supplied 230,840 machine guns, 
and 1,946,068 out of 3,954,226 rifles produced at 


home. The industry’s output of small arms ammu- 
nition (ordinary) was 5,428,794,000 out of a total 
of 7,760,525,000 rounds. J 


♦Furnished by the Historical Section, Committee of ^ History of ike Ministry of Munitions, 'VoiyXlI,'P&rtll, 
Imperial Defence, which also provided particulars of pages 194-6. 

every ship included in the list. These lengthy details t Ministry of Munitions, Review of Munitions Output, 
can be handed to the Royal Commission if desired. 1914-18. 
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(4) Even in the supply of shells, where, as we 
have seen, private manufacture failed in 1914-15 
to fulfil its contracts, the achievement of the 
regular private contractors was very remarkable, 
when their record in the War as a whole is con- 


sidered. The following Table, extracted from the 
OHicial History of the Ministry of Munitions, 
Volume X, Part III, Appendix III, page 120, con- 
tains the necessary particulars: — 


Table VIII. 

Output of Empty Shell, 1914 — 1918. 
{Figures in thousands.) 


Totals. 

1914. 

1915. 

1916. 

1917. 

1918. 

Total. 

Ordnance Factories 

National Shell Factories 
National Projectile Factories . . . 

Co-operative Groups 

Direct Contractors 

77-3 

168-1 

1,209-2 

163-1 

37-3 

620-3 

6,384-5 

1,821-3 

4,154-9 

2,667-8 

9,839-3 

15,315-2 

1,536-1 

7,694-7 

8,100-2 

17,233-4 

22,074-4 

924-2 

8,014-2 

9,421-6 

16,757-0 

28,704-0 

5,568-2 

20,026-9 

20,116-8 

44,350-0 

72,646-2 

Total Home 

Abroad... 

246-4 

8,314-5 

8,022-4 

33,688-5 

41,848-5 

56,638-8 

27,533-0 

63,820-9 

18,330-0 

162,708-1 

95,733-9 

Grand Total 

245-4 

16,336-9 

76,637-0 

84,171-8 

82,150-9 

258,442-0 


,J*Bam”vSuinr pag^e?'*'— ““tP^tare contained in the following Table, extracted from 


Table IX. 

PEBCESTAOE3 OE Otobbt OF EkPTY ShELL FROM HOMB SotlEOBS. 


Light. 


Ordnance Factories 

National Shell Factories 
National Projectile Factories 
Co-operative Groups 
Direct Contractors 


4-5 

12-5 

1-6 

30-1 

51-3 


Medium. 


3-0 

16-0 

18-3 

29-7 

33-0 


Production of private industry 


53,891t 
machines. 


♦ History of the Ministry of Munitions, Vol. X, Part HI, 
page 68. 

t Ibid, pages 10-11. 

t Extracted from the History of the War in the Air 
Vol. Ill, Appendix VI. 


From these Tables it will be seen that the trade 
(direct contractors) supplied 72,646,200 empty shell 
out of 162,708,100 empty shell produced at home, 
or 44-6 per cent, of the total, the next largest 
source of supply being the co-operative groups 
with 27-3 per cent, of the total. The great arma- 
ment firms are described in the History of the 
Ministry of Munitions as “ the aristocracy of shell 
manufacture In addition, it must be re- 
membered that the National Projectile Factories, 
built at the cost of the Ministry of Munitions, 
were managed on behalf of the Ministry by private 
firmst. In reviewing the supply of shell at the 
end of Volume X, Part III, the History of the 
Ministry of Munitions (p. 115) passes the following 
comment : — 

“ The creation of the huge output of the new 
factories should not be allowed to obscure the 
contribution of the direct contractors. Aided 
largely by loans and grants from the State, 
these contractors raised their output more than 
forty-fold. In 1914 and 1915 they produced two- 
thirds and three-fourths respectively of the home 
output of empty shell, and in 1918 were still pro- 
ducing more than one-third of that output.” 

(5) In the aircraft industry' the output of the 
private industry was as follows: — 

(a) Aircraft (airframes). 

Aeroplanes, Seaplanes and Flying- 
boats. 

Total produced at home 55,093 

Deduct the output of the Royal 
Aircraft Factory (509 machines) 
and of the National Aircraft Fac- 
tories at Aintree, TVaddon and 
Heaton, established January- 
March, 1918 (693 machines) ... 1,202 


Heavy. 

Very Heavy. 

Total. 

•04 

•3 

3-4 

8-0 

2-1 

12-3 

37-0 

47-7 

12-4 

16-9 

6-2 

27-3 

38-0 

43-7 

44-6 


(b) Aero Engines. 

The totals were : — 

Private firms at home 41,034 

From abroad 16,897 

57,931* 

Some further particulars of the part played by 
the private industry in the development of aircraft 
in the War are contained in the next section. 

(6) The private arms industry gave consider- 
able assistance in the work of the Ministry of 
Munitions. The National Projectile Factories, for 
example, were in the main erected, designed and 
managed by the armament firms. 

42. The above particulars are only given as illus- 
trations of what was accomplished by the armaments 
firms during the War 1914-18. They could be aug- 
mented to almost any extent. It must not be over- 
looked, however, that the industry derived incalcul- 
able assistance from the work of re-organisation 
undertaken by the Ministry of Munitions, and by 
the Government as a whole, especially after the 
establishment of the War Cabinet in December, 1916, 
had created better machinery for directing and 
focussing our national war effort. 

AmCRAFT AND AEBO-BNOINB3. 

43. A Memorandum on the subject of air supply 
during the War, prepared by Mr. H. A. Jones, the 
Official Historian of The War in the Air, is attached 
in Annejt III. From this it will be seen that in 
August, 1914, there were twelve aircraft manufactur- 
ing firms in England, three of which specialised in 
sea-planes. In addition, two- leading ordnance firms 
held contracts for the making of aeroplanes of Royal 
Aircraft Factory designs. At that time all the 
engines in use were of foreign, mainly French, 
design. 

44. During the early part of the War the tendency 
of the War Office was to concentrate on official 
designs rather than trade designs (e.p., the Royal 

* Ibid, Appendix VII. 
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Aircraft Factory Napier engine, which proved a 
failure, rather than the Rolls Royce engine which 
was a success), while the Admiralty relied upon 
private enterprise. On this the Official Air Historian 
comments as follows: — 

‘‘ A comparison of the results achieved by the 
Admiralty and War Office methods in this early 
period suggests that the War Office tendency to- 
wards concentration on official designs resulted in 
ovei-staudardisation. This made for inflexibility 
at a time when technical progress and general air 
developments were so rapid that the greatest 
possible flexibility of organisation and outlook was 
essential. 

To hand out drawings and specifications of 
official designs to manufacturing firms, and to limit 
inspection to what is required to ensure that the 
specifications are observed in detail, has one im- 
portant effect, namely, that the manufacturing 
firms are largely divested of their initiative. In- 
stead of working on their own design, with a 
personal interest in its betterment, they do what 
they are ordered to do and then await further 
inspiration from the official designing agency. 
Thus initiative tends more and more to be centred 
and confined, whereas with rapid technical changes 
in progress, initiative should be as free as 
possible. 

On the whole, the Admiralty system, which 
picked out firms of promise, backed them power- 
fully, and provided the machinery whereby diffi- 
culties could be overcome and improvements in- 
corporated with the minimum of delay achieved a 
degree of flexibility which could not perhaps, com- 
patible with efficiency, have been surpassed.” 

The above remarks bring out the value of the 
private firms. 

45. Experience in the later pai-t of the War, also 
described in Annex HI, did not belie the above re- 
marks. The National Aircraft Factories, established 
by the Ministry of ilunitions, were not a conspicuous 
success — though the late period of the War in which 
they were brought into being makes it unfair to 
judge them too harshly. The best designs of aero- 
planes and aero-engines during the War were pro- 
duced by the trade. 

46. The output of the trade and of the Government 
establishments is given in paragraph 41 (4). It will 
be seen that the trade supplied by far the greater 
part of our aeroplanes and engines. 

47. As the result of experience both in the War 
and after the War the Air Ministry attach the 
utmost importance to the retention of the private 
aeroplane and engine industry. 

Conclusion. 

48. It has been shown above that the armament 
firms broke down badly in 1915 and fell grievously 
behind their contracts. It is also shown, however, 
that there was no national plan for an expansion of 
the Army or for its supply in war; that the arma- 
ment firms had absolutely no warning of what was 
expected of them; that before the War they bad only 
received a small proportion of the relatively small 
orders given by the Government for arms and ammu- 
nition for the Army ; that after the outbreak of war 
the War Office had to give large orders to the arma- 
ment firms because there was no other source to 
wiiich they could turn ; that both the War Office and 
the private firms lacked accumulated experience to 
guide estimates as to rates of delivery ; that after 
the contracts had been accepted by the private arms 
industry new factors arose to increase their diffi- 
culties; that these factors were beyond their control; 
that in these early months of the War the Govern- 
ment allowed large numbers of skilled men to be en- 
listed by the fighting services, and failed both in 
finding labour to replace what was lost and in secur- 
ing the suspension of such trade union rules as 
tended to restrict output; that there was serious 
delay, both at home and abroad, in the delivery of 
the machine tools on which the private firms had 


counted; that the system of widespread sub-contract- 
ing by the armament firms — a system encouraged 
deliberately b.y the Government — failed; that, owing 
to developments in policy as to the eventual size of 
the Army, and miscalculations (shared by all 
belligerents) as to the scale of expenditure of ammu- 
nition, orders had to be given during the early 
mouths of the War on a “hand-to-mouth” basis; 
that this made long-range planning difficult both for 
the Government and the armament firms; that 
during these early months “ the time needed for the 
creation of new capacity . . . differed little in 

fact from that which the large experience of the 
Ministry of Munitions showed to be the normal time 
required for the development of bulk output from new 
sources of supply ”; that the education received by 
firms acting as sub-contractors to the armament firms 
was an important factor in enabling them to organise 
their own resources on a wider and more independent 
basis; that the armament firms were carrying out 
enormous orders for the Navy, which, under our 
system of Imperial Defence, were in j)ractice given 
priority; that in 1914-15 the Government itself was 
not well organised for the conduct of a great war 
or for the mobilisation of our industrial effort; that, 
even in the worst period of supply (in the spring of 
1915) the actual output of the armament firms was 
considerable, and greatly exceeded that of the Royal 
Ordnance Factories, which had received considerably 
larger orders than the trade in pre-War times; that, 
taking the War as a whole, the actual achievement 
of the trade in supplying the requirements of the 
Navy, Army and Air Force was a very great one, 
especially after the Government had done its part in 
providing an adequate organisation both of the 
war machinery of Government in general and of 
war supply in particular. 

49. “ He who has made no mistakes in war,” said 
Tureune, “has seldom made war”. In the Great 
War 1914-18 there can have been few responsible 
men who made no mistakes. This applies not only to 
the leaders of the fighting services, but equally to 
statesmen. Government Departments and everyone 
else who held responsibility in this very difficult 
business, and to our allies and enemies at least as 
much as to ourselves. If, then, the armament firms 
made mistakes, they were in good company. But 
whether, and how far, the responsibility for the 
failure of the munitions supplies in 1915 should be 
placed on .the armament firms, or on previous 
Governments or on the British people for lack of pre- 
vision, or on the Government in office at the outset 
of the AVar, or on any particular Department or 
Departments of that Government, or on our allies, 
whose failure compelled us to supplement our naval 
effort by impiuvising an army on a continental 
scale, or on the unprecedented conditions of those 
days, or on the “ vicissitude of things ” — all these 
matters I leave to the Royal Commission to deter- 
mine if they are so minded. “ The changes and 
vicissitude in wars are many”, says Bacon,* “but 
chiefly in three things, in the seats or stages of the 
war; in the weapons, and in the manner of the con- 
duct”. To such “ changes and vicissitudes ” — so, at 
least it seems to me— many of our difficulties, in- 
cluding those relating to armaments, were due.’ But, 
whatever may be the correct judgment as to respon- 
sibility in the matters discussed in this Appendix, I 
desire to place on record my deliberate conviction 
that we should not have survived the War without 
the resources of the firms engaged before the AVar in 
the private manufacture of arms and munitions of 
war. 

(Signed) M. P. A. Hankey. 

May, 1935. 


* Bacon’s Essay, 0/ Vicissitude of Things. 
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Annex I. 


Allocation of war office orders between ordnance factories and trade for five years 
1908-9 TO 1912-13. 




1908-09. 




1909 

-10. 




Total 

Expendi- 

ture. 

Divided 

letween 

Percentage. 

Total 

Divided between 

Percentage. 


Ordnance 

Factories. 

Trade. 

O.F. 

Trade. 

Expendi- 

ture. 

Ordnance 

Factories. 

Trade. 

O.F. 

Trade. 

Selected Items — 

£ 

£ 

£ 

Per 

cent. 

Per 

cent. 

£ 

£ 

£ 

Per 

cent. 

Per 

cent. 

Guns 

274,717 

260,276 

14,441 . 

95 

6 

226,452 

180,494 

45,958 

80 


Gun Ammunition, etc. . . . 

386,860 

360,152 

26,708 

93 

7 

296,798 

271,779 

25,019 

92 


Small Arms 

472,132 

250,367 

221,765 

53 

47 

441,656 

236,641 

205,015 

53 


Small Arm Ammumtion 

379,202 

203,007 

176,195 

54 

46 

342,837 

202,036 

140,801 

69 

41 




1910-11. 




1911 

-12. 




Total 

Expendi- 

ture. 

Divided between 

Percentage. 

Total 

Divided between 

Percentage, 


Ordnance 

Factories. 

Trade. 

O.F. 

Trade. 

Expendi- 

ture. 

Ordnance 

Factories. 

Trade. 

O.F. 

Trade. 

Sdected Items — 

Guns 

£ 

£ 

£ 

Per 

cent. 

Per 

cent. 

£ 

£ 

£ 

Per 

Per 

242,032 

156,447 

85,585 

65 

35 

161,488 

121,514 

29,974 

80 


Gun Ammunition, etc. . . . 

440,243 

328,062 

112,181 

76 

25 

536,824 

332,761 

204,073 

62 


Small Arms 

403,297 

244,695 

168.702 

61 

39 

319,885 

230,037 

89,848 

72 


Small Arm Ammunition 

284,236 

180,040 

104,196 

63 

37 

603,010 

187,256 

316,764 

37 

63 



1912-13, 



Total 

Divided between 

Percentage. 



Expendi- 

ture. 

Ordnance 

Factories. 

Trade. 

O.F. 

Trade. 


Sdected Items — 

Guns 

Gim Ammunition, etc. . . . 

Small Arms 

Small Arm Ammunition 

£ 

192,004 

521,237 

290,010 

809,115 

£ 

154,202 

321,940 

209,426 

220,604 

£ 

37,802 

199,297 

80,584 

688,611 

Per 

cent. 

80 

62 

72 

27 

Per 

cent. 

20 

38 

28 

73 



Eecords for the year ended 31st March, 1914, are not available in a sufBciently complete state to furnish the above 
information for that year owing to the intervention of the War. 


Annex II. 

Pre-War Orders. 

The chief trade firms to whom orders were given 
were as follows: — 

1. Guns, &c. 

Armstrong-Whitworth (1908, 1909, 1910, 1911 
1912). 

Beardmore (1911). 

Vickers (1908, 1909, 1911, 1912). 

Coventry Ordnance Works (1909, 1912). 

2. Gun Ammunition. 

Coventry Ordnance Works (1908). 

Projectile Coy, (1908, 1909, 1910, 1911, 1912). 
Armstrong-Whitworth (1908, 1909, 1910, 1911 
1912). j j , 

Hadfields (1911, 1912). 

Vickers (1909, 1910, 1911, 1912). 

Cammell-Laird (1909, 1911, 1912). 

Harper (1911, 1912). 

Birmingham Metal & Munitions Cov (1909 
1911, 1912). ^ 

Firth (1912). 


3. Small Arms. 

Birmingham Small Arms Coy. (1908, 1909, 1910, 
1911, 1912). 

London Small Arms Coy. (1908, 1909, 1910, 1911, 
1912). 

Vickers (1912). 

4. Small Arm Ammunition. 

Eley Brothers (1908, 1909, 1910, 1911, 1912). 
Kings Norton Metal Coy. (1908, 1909, 1910, 
1911, 1912). 

Greenwood & Batley (1908, 1909, 1910, 1911, 
1912). 

Birmingham Metal & Munitions Coy. 1(1908, 
1909, 1910, 1911, 1912). 

Kynochs (1911, 1912). 

5. Explosives for 2 and 4 above. 

British Explosives (1910, 1911, 1912). 

Chilworth (1910, 1911, 1912). 

Cotton (1908, 1909, 1910, 1911, 1912). 

Curtis & Harvey (1908, 1910, 1911, 1912). 
National Explosives (1911, 1912.) 

New Explosives (1908, 1910, 1911, 1912). 
Nobel’s (1908, 1909, 1910, 1911, 1912). 
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Annex III. 

The BB8IQN AND SUPPLY OF AIRCEAFT. 

1914-1918. 

Memorandum by the Official Air Historian. 

So far as concerns the war-time design and supply 
of aircraft, a dividing line must be drawn at Feb- 
ruary/March, 1917. In the first period, from 
August, 1914, to February, 1917, design and pro- 
duction were under the separate departmental con- 
trol of the Admiralty and of the War Office. In the 
second, from March, 1917, to the end of the War, 
aeronautical supplies, for the naval and military 
air services and, later, for the Royal Air Force, 
were the responsibility of the Ministry of Munitions. 

It will be necessary to consider each period 
separately. 

Part I. 

August, 1914, to February, 1917. 

In this period two courses were followed: — 

(a) Aircraft and engines of official, that is to 
say, of Royal Aircraft Factory, design, were manu- 
factured under contract, in accordance with de- 
tailed drawings and specifications supplied by the 
Royal Aircraft Factory; and 

(b) Private" manufacturers were encouraged, 
usually by contracts of flexible definition, to pro- 
duce designs of their own. Furthermore, suitable 
private designs were put into production by con- 
tract with firms other than those initiating the 
design. 

Broadly speaking, and subject to such modifica- 
tions as will appear later in this paper, the first 
method was that of the War Office, and the second 
the one followed by the Admiralty. 

The Boyal Aircraft Factory— To understand the 
outlook of the War Office it will be of help if we 
consider the general position before the War. In 
1905 an experimental establishment, known as His 
Majesty’s Balloon Factory, had been set up at Farn- 
borough. This factory, later called the Army Air- 
craft Factory, grew with the times and duly ex-' 
panded its interest to include aeroplanes and air- 
ships. When, therefore, the Royal Flying Corps 
was formed in May, 1912, the Army had under its 
direct control what might be termed a national 
factory. It was newly titled the Royal Aircraft 
Factory and its duties were somewhat loosely de- 
fined as ; — 

(i) higher training of mechanics ; 

(ii) repairs and construction; 

(iii) tests of British and foreign engines and 
aeroplanes; 

(iv) experimental work; and 

(v) manufacture of hydrogen and the upkeep of 
airships and kites. 

The first annual report dealing with the progress 
of the Factory showed that a very wide interpretation 
was given to the above statement of duties. Under 
the heading Experhnental work, for example, it was 
said in the report that what had been done could 
be classified as follows : — 

(a) Design, relating to (i) airships and ' equip- 
ment, (ii) aeroplanes, (iii) propellers. 

(b) Physical investigations, instrument design, 
stability, and gun measurements, aeroplane gun 
trials. 

(c) Researches on fabrics, dopes, fuel and oil. 

(d) Researches on metals. 

(e) Experiments on engines and design of 
engines. 

(/) Inspection of Royal Aircraft Factory’s and 
private firms’ construction. 

(g) Testing of all aircraft except those bought 
under aeroplane competition. 

(h) Flying, bomb dropping, photography, and 
trials with machine guns. 

(i) Keeping the register of, and inspecting, 
privately-owned aircraft. 

(?) Keeping the main aeronautical and engineer- 
ing store. 

(it) The measurements of gliding angle, speed, 
etc., at the military aeroplane trials. 


In August, 1913, the Royal Aircraft Factory was 
relieved of some of its duties. In that month a 
Military Aeronautics Directorate was constituted at 
the War Office, responsible for the equipment of the 
Royal Flying Corps. A new Equipment Branch was 
formed with separate inspection and contracts sec- 
tions and the former took over full responsibility 
for all work connected with the inspection and testing 
of engines, aeroplanes, and spare parts. The factory 
was subsequently enabled to concentrate its main 
energies upon problems of design and experiment. 

A background for the activities of the factory may 
be sketched. The aircraft industry was a new one 
and the factory was, so far as this country is con- 
cerned, in at the beginning. We had, however, in 
accordance with our national characteristics, been 
slow starters. In Europe, France was most alive to 
the importance of heavier-than-air craft and French 
private manufacturers had evolved aero engines and 
aeroplanes of proved success before British makers 
came into the field. At the beginning, in fact, the 
British air service .was mainly dependent upon 
French design and manufacture. 

What the factory tried to do was to disengage 
the Royal Flying Corps from this dependence upon 
France. Taking the French Bleriot as the prototype 
of a tractor aeroplane, the factory began before the 
War the design and manufacture of the B.E. (or 
Bleriot Experimental) series of aeroplanes, while in 
the way of the Farman, or pusher type, an F.E. (or 
Farman Experimental) was developed. Other designs 
were an S.E. (Scouting Experimental) series, pro- 
duced with the idea that a fast light aeroplane would 
be of value in obtaining military information quickly, 
but of which a war-time variant (the S.E. 5) became 
a notable single-seater fighter, and, finally, an R.E. 
(Reconnaissance Experimental) series. 

Permission to design aircraft engines had been 
specially sought in 1912. In August of that year, in 
an attempt to determine the best existing aeroplane 
for military use, the War Office -had arranged a com- 
petition on Salisbury Plain. A prize of £4,000 had 
'been offered, open to the world, and another of 
£1,000 limited to aeroplanes manufactured wholly, 
except for the engines, in Britain. The same aero- 
plane, a Cody fitted with an Austro-Daimler engine, 
had won both prizes, but the aeroplane did not 
subsequently prove suitable for army purposes. Com- 
menting on the trials, the superintendent of the 
Royal Aircraft Factory said: “ It seems fairly clear 
that there is no immediate prospect of our obtaining 
a thoroughly sound engine made in England for some 
time to come. I have made a suggestion for starting 
such engine construction in the ‘ trade,’ and I wish 
at the same time to urge the critical state to whicli 
we are reduced by getting all our engines abroad. 
I am clear that by allocating a few thousand pounds 
to the work, I can produce a satisfactory standard 
engine at this factory. Such an engine when evolved 
could be manufactured out just as are the B.E. type 
aeroplanes by the ‘ trade ’. . . The Master- 

General of Ordnance in. the War Office, minuting on 
this proposal, said, “ Our experience in working out 
a new machine-gun was costly and ended in failure.” 
After much discussion, however, the factory had been 
given permission, in December, 1912, to go ahead 
subject to a spending limit of £5,000. Three types 
were begun : an air-cooled 90-horse-power engine to 
take the place of the French 75-horse-pow’er Renault; 
a radial of 110 horse-power; and a water-cooled 200 
or 250-horse-power engine. 

Ill the spring of 1914, a competition for a prize 
of £5,000 was held at the Royal Aircraft Factory 
for the best aircraft engine between 90 and 200 horse- 
power, of British manufacture throughout. The 
trials were sponsored by the War Office and the 
Admiralty, and the prize was awarded to the 100- 
horse-poiwer Green engine. Twenty of these were 
ordered, but the Green engine proved too heavy for 
its power and its use was abandoned. 

The only other promising British engines, of pro- 
prietary design existing when War broke out, were 
two Sunbeams, one of 100 horse-power, and the other 
of 200. 
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The pre-War attitude of the War Office may be 
thus summarised. Its main faith was in the Royal 
Aircraft Factory. For its current aviation needs it 
had to buy whatever appeared suitable of private 
design, and it was keen to procure what was best 
from the military point of view, irrespective of the 
countiy of origin. At the same time the Department 
was anxious to encourage British manufacturers to 
produce suitable types of their own design. This 
was the attitude, but the aviation vote in the Armj' 
Estimates was so small that, in practice, of the 
amount available to foster aircraft developments, 
the Royal Aircraft Factory took an undue share and 
the degree of practical encouragement given to 
private manufacturers in Britain was meagre. 

The word “ undue ” as applied to the money 
allotted to the factory requires, perhaps, some quali- 
fication. No impartial observer would deny that 
the country received good value for its expenditure 
on the factory. Aeroplanes and an engine (the 90 
horse-power R.A.F.) of good design were produced. 
On the other hand, it is fair to point out that had 
the same amounts of money been made available 
to private manufacturers, it would be presuming 
too much to suppose that they would have been less 
successful. 

The Admiralty . — The Admiralty, before the War, 
came to be interested mainly in seaplanes. It de- 
veloped its own experimental station at Eastch^irch, 
and, from the first, looked to private enterprise to 
supply its needs. Furthermore, engines of low horse- 
power were of little use for seaplane work, and thus 
the Admiralty had more interest than the Army in 
the development of high-power aircraft engines. The 
Admiralty, in fact, as a technical department of long 
experience, used to dealing with engineering firms, 
was in a particularly favourable position to treat 
with, and to give technical help and encouragement 
to, private manufacturers. 

Position on outbreak of war . — The position in 
August, 1914, was that there were twelve aircraft 
manufacturing firms in England, three of which 
specialised in seaplanes. In addition, two leading 
ordnance firms held contracts for the making of 
aeroplanes of Royal Aircraft Factory design. The 
various firms, when war broke out, held outstanding 
orders for 115 aeroplanes for the Royal Flying Corps, 
and for 15 aeroplanes and 34 seaplanes for the Royal 
Naval Air Service. The output of the country when 
war came may be set down as approximately 100 
aircraft per year. All the engines in xise were of 
foreign, mainly French, design. 

The War . — In Augxist, 1914, a verbal agreement 
was made by which certain aircraft and engine 
manufacturers were allotted to each air service. 

On the recommendation of the factory, the War 
Office standardised the officially-designed B.E.2c, 
the first inherently stable aeroplane. Drawings and 
specifications were ready, and reputable firms of 
little or no experience in this class of work could 
therefore undertake manufacture. Large contracts 
were placed for the B.E.2c, but production proved 
slow and output did not reach its maximum uiiLil 
the end of 1915. By that time the Fokker mono- 
plane had appeared, with a machine-gun synchro- 
nised to fire through the airscrew. Apart from its 
inferiority of performance, the stable qualities of the 
B.E.2c made it unsuitable for quick manoeuvre, 
essential in air combat. By the end of 1915, in fact, 
it had become obsolete, yet in the middle of 1916 
about 50 per cent, of the aeroplanes in use by 
the Royal Flying Corps in France were B.E’s.* 

Reference has been made to engine design under- 
taken by the Royal Aircraft Factory. Early in 
1915, the 90 horse-power R.A.F. engine had been 
satisfactorily tested and it was put into production 


* Figures are available of the money value of all con- 
tracts placed by the Military Aeronautics Directorate 
between 1st August, 1914, and 31st March, 1916. They 
show that orders valued £8,800,000 were placed for 
aeroplanes, engines, and spares of Royal Aircraft Factory 
design ; while £4^ million was spent on material of private 
design. 


with five private firms. After much experiment at 
the factory it was developed into a 140-160 horse- 
power type, called the R.A.F. 4a, of which appre- 
ciable numbers were made in 1917. 

Meanwhile, when war came, the factory had 
handed the drawings of its projected 200-250 horse- 
power engine to Messrs. Napier and to Messrs. 
Rolls-Royce for development. The former proceeded 
with the official design, but the latter firm declined, 
after examination, to go ahead with it and, instead, 
independently designed their own 250 horse-power 
engine (afterwards developed as the well-known 
Baffle). 

Large orders were given for the 200 horse-power 
Napier engine, called the Napier R.A.F. 3, before 
it had been proved. The engine was a failure and 
a great amount of time, money, and energy were 
wasted. 

When the German Fokker fighters began to take 
increasing toll of B.E.2c’s (as of other aircraft) in 
France, there was an outcry in Britain directed 
against the administration of the Royal Flying 
Corps. One of the main charges was that the War- 
Office put “too blind a faith’’ in the Royal Air- 
craft Factory and gave its designs undue preference. 
In the summer of 1916, a Parliamentary Committee, 
under Mr. Justice Bailhache, was ' appointed to 
investigate the charges. 

General Henderson, the director-general of 
military aeronautics, giving evidence before the 
Committee in July on the subject of the Napier 
R.A.F. 3a engine, said that in war-time it was 
sometimes necessary to gamble on an engine and 
trust to luck. The Committee in their report 
(Cmd. 8194, para. 44) stated; “This engine was 
being designed simultaneously with the 250 horse- 
power Rolls-Royce, upon which the directorate did 
not gamble. We think the reason why the R.A.F. 
Napier engine was selected for the gamble was be- 
cause it was — at any rate partly — of R.A.F. design, 
and that this is an instance in which great reliance 
has been placed on the R.A.F. The engine has been 
adversely criticized, but whether the faith reposed 
in the R.A.F. in this case was ‘ blind ' or not re- 
mains to be seen ”. 

It would be unwise to dogmatise. The reader must 
use his own judgment of human nature when he 
considers whether official designs, with those who 
Sipousored them in daily touch with the contracting 
departments at the War Office, were likely or not to 
receive more favourable consideration than outside 
designs. What is certain is that the failure of the 
War Office to develop Rolls-Royce engine production 
at this time* had a seriously adverse influence uipon 
aircraft output during the remainder of the War. 
The influence was most felt in 1918 when an acute 
shortage of high^ower engines prevented the de- 
velopment of a strategic bombing offensive against 
German industrial centres. t 

War Office neglect of Rolls-Royce engines would 
have been even more serious in its effects if the 
Admiralty had not given the firm appreciable orders. 
It should, however, be remembered that the Naval 
Air Service did not expand at the same rate as the 
Royal Flying Corps, and that Admiralty encourage- 
ment, vital as it was, could not ensure an extension 
of the firm’s works sufficient to produce any surplus 
of output. 

The British military air squadrons wero con- 
tinuously handicapped, i;is-a-uis the German, through 
inferior engine power. In this connection, the 
Germans began the War with one important ad- 

Messrs. Rolls-Royce were requested by the War 
Office, in July, 1915, to undertake the manufacture of 
new-type automatic rifles for use in aeroplanes. The 
works at Derby were adapted for production at the 
rate of 100 rifles per week, but when all was ready the 
idea was abandoned. 

t Sir Douglas Haig had been informed by the War Office 
in July, 1917, that 50 long-distance bombing squadrons 
would have arrived in France by August, 1918. The 
Commander-in-Chief made all arrangements to accom- 
modate then, but at the Armistice there were no more 
than 9 such squadrons in France. 
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vantage. The pre-War development of Zeppelin air- 
ships had led to the development also of high- 
powered engines. What the Germans had to do, 
therefore, was, in the early days, to design down, 
a much simpler technical achievement than the 
production of high-powered from low-powered models. 
When they wanted the higher power they had it 
ready to their hands. It is easy to look back now 
and to see that one of the few ways in which the 
British could have discounted the advantage which 
the existence, of high-power airship engines brought 
to the Germans, was to help the Rolls-Royce firm to 
expand to the utmost. 

They not only failed to do this, but they more 
than once refused to accept opportunities offered to 
them by the firm. Some examples will be given. In 
June, 1916, a representative of the firm appeared 
before the Air Board and complained that sub- 
contractors, who made Rolls-Royce parts, often re- 
ceived direct orders from the Admiralty or War 
Ofiice to which they gave priority, with the result 
that the Rolls-Royce parts were delayed with con- 
sequent inealciilable delays in the output of the 
finished engine. The only way to remedy this state 
of affairs, he said, was to give Rolls-Royce, and 
similar firms, effective control over the sub-con- 
tractors, and he went on to outline a “ central 
factory ” idea by which the bigger manufacturers 
would have smaller ones definitely allotted to them. 
The proposal was not adopted until two years later. 
Again, in the summer of 1916, Messrs. Rolls-Royce 
wanted to take over a factory, nearing completion 
at Derby, for the manufacture of aircraft engines. 
Because, however, the output from the factory could 
not begin in time to be taken into account in the 
spring 1917 air programme, then under discussion, 
the firm was refused permission to equip the factory. 
In July, 1917, the firm sent a telegram to the Air 
Board saying that they had opportunity to acquire 
a factory capable of producing 2,000 Eagle type 
engines between June, 1918, and Februar 5 ', 1919, 
and they asked whether the' proposal interested the 
Air Board. The answer was in the negative. 
Finally, as the parts of Rolls-Royce engines were not 
interchangeable, spare gear could not be supplied 
and disabled engines had to be sent to the makers 
for repair. The firm foresaw that this might cause 
congestion which would delay new production, and in 
the autumn of 1916 they proposed to the Air Board 
that they should build a special repair shop. Per- 
mission to do this was withheld until July, 1917, 
when the accumulation of repair work was such that 
the curtailment of new production was both obvious 
and grave. 

It has already been stated that the Admiralty 
relied upon private enterprise. The prestige of the 
Admiralty was such that firms engaged upon their 
contracts enjoyed what amounted to an effective 
priority for the acquisition of material. Further- 
more, the control exercised by the Admiralty was 
not officious, but rather co-operative. Qualified 
engineers, styled production officers, acted as local 
representatives of the Admiralty Director of Air 
vServices. One such officer was usually allocated to a 
group of two or three firms with subordinate officers 
resident at each firm. No detailed inspection w’as 
made by the officers. They gave general supervision, 
possessed wdde discretionary powers to deal with 
day-to-day difficulties arising out of production, and 
formed a friendly and ready channel of liaison 
between the manufacturers and the technical depart- 
ments of the Admiralty by means of which decisions 
upon major difficulties, or suggested improvements, 
could be obtained without delay. As a result of 
the system, the Admiralty fostered some of the most 
successful aircraft of the War. notably, some of those 
produced by the Sopwith firm, by Messrs. Short. 
Handley Page, and Avro. 

A comparison of the results achieved by the 
Admiralty and War Office methods in this early 
period suggest that the War Office tendency towards 
concentration on official designs resulted in over- 
standardisation. This made for inflexibility at a 


time when technical progress and general air develop- 
ments were so rapid that the greatest possible flexi- 
bility of organisation and outlook was essential. 

To hand out drawings and specifications of official 
designs to manufacturing firms, and to limit inspec- 
tion to what is required to ensure that the speci- 
fications are observed in detail, has one important 
effect, namely, that the manufacturing firms are 
largely divested of their initiative. Instead of 
working on their own design, with a personal in- 
terest in its betterment, they do what they are 
ordered to do and then await further inspiration 
from the official designing agency. Thus initiative 
tends more and more to be centred and confined, 
whereas with rapid technical changes in progress, 
initiative should be as free as possible. 

On the whole, the Admiralty system, which picked 
out firms of i^romise, hacked them powerfully, and 
provided the machinery whereby difficulties could 
be overcome and improvements incorporated with 
the minimum of delay, achieved a degree of flexi- 
bility which could not perhaps, compatible with 
efficiency, have been surpassed. 

Part II. 

The Ministuy op Munitions. 

The supply problem led to a crisis in the autumn 
of 1916. In September a new German air fighting 
unit, the -Tagdstaffel, had made its appearance on 
the Western front, under the leadership of the 
German ace. Oswald Boelcke. This unit was 
equipped with new-type fighters fitted with twin 
machine-guns firing through the propeller. British 
air superiority, at its peak when the Jagdstaffel 
appeared, began unmistakably to wane. It became 
clear to R.F.C. H.Q. that air fighting would more 
and more dominate the expansion of the Royal Fly- 
ing Corps and, in November, 1916, the Commander- 
in-Chief, on the initiative of Major-General 
Treiichard, wrote to the War Office saying that he 
would require twenty fighting squadrons additional 
to what had already been asked for. There were no 
means, with the existing organisation, of meeting 
this demand. There must he a stocktaking of all 
the national air resources. 

The Government decided to extend the powers of 
the Air Board, and to transfer responsibility for the 
supply of aircraft to the Ministry of Munitions. 
This decision was recorded in December, 1916, and 
the constitution of the second, or Cowdray, Air 
Board, was defined by an Order in Council, dated 
the 6th of February, 1917. 

Upon the Ministry of Munitions taking over, the 
newly-appointed Controller of Aeronautical Supplies, 
after studying the service experiences, adopted, with 
minor modifications, the War Office inspection 
method, and the Admiralty policy with regard to 
design, by which the responsibility for initiating 
design fell upon the private manufacturers. 

The main change of policy under the Ministry 
lay in a growing tendency towards concentration 
of supply in large units. In part this was due to a 
shortage of instructional and supervising staff to 
cope with the influx of unskilled labour into in- 
dustry; in part, also, to couiplicaliuns connected 
with the allocation of material to large numbers of 
small firms. 

Aircraft engine supply continued to be the domi- 
nant limiting factor in all aspects of aircraft ex- 
pansion. To increase production, the Ministry 

developed the capacity of existing manufacturers 
and gradually reduced the number of types of engine 
under manufacture. That is to say, there was a 
double concentration — of manufacturing effort and 
of types of engine. 

In theory, and considered purely from the stand- 
point of expanded production, the action taken by 
the Ministry was exactly what was necessary. Un- 
happily, however, the practical results fell short, 
often lamentably short, of expectations. For this 
the Ministry can hardly be blamed. The Air Board 
was responsible for selecting the designs to be put 
into production. At the beginning of 1917 the Board 
selected three types of engine between 200- and 300- 
horse-power, for quantity production. Two of those 
chosen were put into production before they had 
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been adequately tested in the aii‘. Furthermore, it 
was found that although the selected types had been 
satisfactorily made to specification, in small numbers, 
many, and sometimes important, alterations had to 
be introduced into the design before hulk production 
could be attained. There was, in fact, so much 
delay in the output of these engines, upon which 
important parts of the scheduled expansion of the 
air services depended, that not only was expansion 
held up, but when the engines did begin to appear 
in quantities in 1918, they had been outstripped by 
the progress made in aircraft performance. In other 
words, they had become obsolete. 

It should be made clear that these designs were 
private, not official. But they were taken out of 
the designers’ hands, at an early stage, and all 
subsequent developments were official. Furthermore, 
concentration on the particular designs, eliminated 
competitive developments in the same class. The 
danger was, as it may always he in a technical ser- 
vice, that in aiming at quantity, quality might be 
sacrificed. As it happened, neither was achieved. 


This much may be said by way of comment. The 
history of the air war on all fronts teaches the lesson 
that quality, as represented by performance and 
weapon effect, is the most important single factor in 
air warfare. To narrow the choice, which the air- 
craft production policy of 1917 did, was to take risks 
only justifiable if the types chosen had been of 
proved and unmistakable efficiency. 

The Rolls-Royce engines were of this kind* and 
when it became clear that the other engine pro- 
grammes were going to fail attempts, which might 
almost be described as desperate, were made to 
standardise Rolls-Royce engines. But the effort had 
come too late to be of real value in the War. 

National Factories . — So urgent had the problem of 
output expansion for aircraft become that the Minis- 
try of Munitions decided, in September, 1917, to 
proceed with a policy for building national aircraft 
factories. Three aeroplane factories were constructed 
at Aintree, Waddon and Heaton Chapel. Their 
story may be summarised as follows: — 


Factory. 

Aintree ... 
Waddon 

Work. 

. Made Bristol Fighters . . . 
. D.H.9’s. Erected Hand- 
ley Pages and inter- 
rupter gear. 

When 

Production 

began. 

March, 1918 
March, 1918. 

Oxitput 
Programme 
■per Week. 
40 
40 

Total Output 
to 

March, 1919. 
126 
241 

aeroplanes. 

3,000 

Cost. 

£627,696 

£1,102,611 

Heaton Chapel . . 

. D.H.D’s and D.H.lO’s ... 

January, 1918 

40 

gears. 

326 

£1,198,512 


The amounts shown as expended on the factories 
do not include outlay on capital account. 

Production began at dates later than had been 
anticipated, and once the production stage had been 
reached, the rate of progress fell far short of what 
had been allowed for. Various reasons were given, 
among them the comparative inexperience in air- 
craft work of factory managers, labour disputes, 
shortage of materials, inadequate supplies of engines 
and radiators, and frequent modifications in design. 

These difficulties, except the first, were common 
to all aircraft manufacturers at the time. It might 
be misleading to make undue play with statistics, but 
at Aintree, for instance, it may be said that each 
Bristol Fighter produced cost nearly £5,000. This 
figure compares with a contemporary contract price, 
with private manufacturers, of £1,250. 

It may be that had the War continued into late 
1919 or 1920, the national aircraft factories would 
have justified themselves in the matter of output, 
costs of production, and general efficiency. They 
were, however, slow and costly to get started and 
there is small doubt that the money and energy 
expended upon them would have brought quicker 
and larger returns had it been employed instead 
on the further expansion of existing private 
concerns. 

The output figures for aircraft and engines in the 
War, and whether their place of origin was at home 
or abroad, are fully set out in Appendix VII, to 
Volume III, of “ The War in the Air ” and are not, 
therefore, repeated here. The war output of the 
Royal Aircraft Factory is given in Table B, Appen- 
dix VI, in the same volume. 

There were other limiting factors in the war pro- 
duction of aircraft, but the dominating one was 
engine output and that is why attention in this 
brief summary has been mainly directed to engine 
supply problems. 

In conclusion, it may be said the War demon- 
strated that : — 

(i) Technical superiority of aircraft will go a 
long way, and may go all the way, to offset 
numerical superiority. In consequence, technical 
progress was as important, to say the least, as 
bulk production. 

(ii) There could be no sort of finality about 
design; aircraft and their equipment were always 
at the experimental stage. 

(iii) A policy which threatened over-standardisa- 
tion, or fixity of design, had great elements of 
danger. 


(iv) Conversely, the more flexible the position 
that was maintained, particularly with regard to 
design, the greater the chances were of technical 
progress. 

(v) The existence of official designs tended to 
lead to over-standardisation. 

(vi) The policy of promoting competition among 
selected private firms made for variety and 
flexibility. 

(vii) The majority of labour employed upon the 
manufacture of aircraft engines, and of certain 
essential aircraft components, required to possess 
a very high degree of specialised skill. 

(Signed) H. A. Jones. 

Air Historical Branch, 

February, 1935. 

Annex IV. 

Extract from Histop.y of the Ministry of 
Munitions, Vol. I, Part I, pp. 120-121. 


“ For some weeks past signs had been multiplying 
that contractors would be unable to keep to their 
promised rate of delivery. A good illustration is 
found in a letter written by Messrs. Cammell Laird 
on 5th October, 1914, which gave reasons for the 
necessity of revising in a downward sense the 
estimates of delivery placed before the War Office 
on 19th August when the first orders for .shell were 
being settled. During the intervening six weeks, as 
the firm explained, the conditions had materially 
altered so that the prospects were no longer as 
favourable as had been hoped for. The three 
dominant factors were (1) labour supply, (2) 
machinery, (3) the assistance to be obtained from 
sub-contractors. 

(1) Labour Shortage . — This had not been reckoned 
on in August, but already its incidence was serious. 

‘ Prom our own Shell Department many of the 
younger men, thoroughly trained and skilled in 
shell manufacture, enlisted; and other woilks being 
similarly placed efficient substitutes cannot be 
found within the district. We are in constant 
communication with the various Labour Bureaux, 


* It was a saying of the War that the Rolls-Royce 
engines were the only ones which never had teething 
troubles. 
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and hare sent our own officials round Manchester, 
Leeds and Derby, hut there seems no doubt that 
the demand for skilled workmen, such as are re- 
quired for the manufacture of shell, exceeds the 
supply. Even when good mechanics are obtained 
from other trades they require special instruction 
before they are capable of performing useful work. 
This shortage has another retarding effect as 
unfortunately men are disinclined to work during 
Saturday afternoon and Sunday, and so far as we 
can judge, any attempt on our part to force them 
would result dn their leaying our employment.’ 

(2) Supply -of neio machinery. — Messrs. Cammell 
further drew attention to the difficulty experienced 
in procuring the necessary supplies of additional 
machinery : — 

‘ At the time our letter was written it was 
thought that no special difficulty would be ex- 
perienced in obtaining machines. We may regard 
ourselves as fortunate in having procured 26 high- 
class machines during the past two months; but 
the manufacturers’ stocks of suitable machines 
appear to be nearly exhausted, and some time must 
elapse before we can make extensive additions to 
our plant.’ 

(3) Failure of suh-contractors . — Finally the hopes 
and expectations of assistance from the sub-letting 
of work had to be revised. With regard to those 


assisting with special machine work, Messrs. Cammell 
had now realised that — 

‘ in spite of precautionary advice on our part 
they were too optimistic of their powers of pro- 
duction with regard to initial as well as continuous 
delivery. The conversion of machines, designing 
and making special tools and instructing men has 
taken longer than they anticipated; and further- 
more they would not be convinced that the manu- 
facture of shell had difficulties different from those 
they had been accustomed to meet. We believe 
that with many firms their powers of production 
will continuously improve, but in estimating their 
first deliveries we regret that sufficient allowance 
was not made for their want of experience.’ 

With regard to contractors supplying fittings 
and component parts required to complete various 
types of shell it was realised that the demand on 
their resources had increased so suddenly that they 
too were failing to fulfil delivery promises ; but it was 
hoped that there would be an improvement as soon 
as supply became better regulated to meet the 
demand — a wish whose fulfilment was unfortunately 
still a very long way away. 

Shortage of labour and machinery and the failure 
of sub-contractors were in fact the principal causes 
of the breakdown of supply in the spring of 1915. 
and it is therefore worth while to consider each of 
these points in some detail.” 


APPENDIX VI 

United States op America : Exports of certain munitions to United Kingdom and the Allies 

EXCLUSIVE OF RuSSIA IN AsIA AND JaPAN. 


(Calculated from United States of America Trade Returns.) 




1913. 

1914. 

1915. 

1916. 

1917. 

1918. 

Cartridges 

Dynamite 

Gunpowder 

Shells and Projectiles 
All other explosives 

Firearms 

Aeroplanes 

Parts of ... 

Barbed wire 


Dollars. 

96,247 

9,410 

26,600 

478,155 

33,600 

3,910 

58,608 

Dollars. 

526,876 

12,350 

649 

378,626 

99,149 

13,441 

59,967 

Dollars. 

12,685,632 

4,158,096 

14,562,743 

3,900,086 

341,512 

446,223 

3,110,283 

Dollars. 

30,608,398 

362,361 

138,532,737 

226,530,617 

11,488.239 

1,964,091 

4,498,084 

14,815,481 

Dollars. 

56,750,365 

309,813,689 

310,190,804 

88,144,116 

170,954 

1,849,555 

15,173,805 

Dollars. 

10,905,260 

497,950 

254,629,491 

20,143,576* 

34,155,664 

45,363,565 

27,775 

5,580,300 

13,009,673 



706,630 

1,091,057 

39,204,575 

428,800,008 

782,093,188 

384,313,164 


* Included under “ All other explosives ” prior to 1918. 


APPENDIX VII 

The organisation of scientific research and the role of government in this field, by Francis 
Hemming, C.B.E., Secretary, Economic Advisory Council. 


I. — Introductory. 

The present organisation of research in Great 
Britain has been evolved gradually as the natural 
response to the realisation, first here, then there, 
of a need for more knowledge in one or other of 
the main branches of human activity. It is only 
natural therefore to find that the forms which it has 
assumed are of almost infinite variety. Looking back 
on the course of its development it is easy to point 
to institutions which under modern conditions would 
never have been created or at least would have 
followed some quite different model. The apparent 
anomalies presented by such institutions to-day are 
due to the fact that though the organisation adopted 
may have been, and probably was, appropriate to 
the needs and ideas of the time in which these 
institutions were established, the course of subse- 
quent events has .so changed the situation that far 
reaching modifications in organisation have been 
found to be necessary in order to adapt these in- 
stitutions to the needs of the world to-day. Anoma- 
lies of this kind, are often the subject of criticism 
by those over whose minds symmetry and logical 


order exercise a special attraction. That these 
attributes are of importance in judging any given 
organisation is not to be doubted. But there are 
attributes which are often of far greater importance. 
Thus, before considering the value of any organisa- 
tion, it is essential first to determine whether in its 
present form it satisfactorily discharges the functions 
entrusted to it and whether changes would be likely 
to enhance its general efficiency. 

II. — Research org.anisations maintained by 
Government. 

2. Intimately bound up with the general question 
of the organisation of research is the question of 
the role which government as such should play in 
this field. Here again we find in Great Britain the 
widest diversity of practice. At the one end of the 
scale we find the government itself engaged in 
research in state laboratories specially established to 
investigate some particular groups of problems of 
direct utilitarian importance. At the other end we 
find the state making grants to individual men of 
science to enable them to continue their particular 
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lines of research on whatever lines they themselves 
consider the most appropriate. Between these two 
extremes, almost every intermediate method for the 
devolution of control has been adopted by govern- 
ment at Borne time or another in the various 
branches of scientific endeavour. 

3. It would however be a profound mistake to 
conclude that the attitude of government to re- 
search has been mainly determined by the force 
of circumstances or that the methods adopted by 
government for intervention in this field are largely 
the product of historical accident. For beneath the 
wide variety of form which that intervention has 
taken, it is not difficult to observe that there is a 
series of general principles which have informed the 
policy of government in this field. The nature of 
these principles will be seen from the short account 
given below of the steps taken by government to 
promote research in the various departments of our 
national life. For this purpose research directed to 
utilitarian ends may conveniently be classified into 
three main branches, industrial research, agricul- 
tural research and medical research. 

(a) Industrial Research, 

4. Up to the close of the nineteenth century the 
state took little active part in promoting the 
development of science beyond the support which it 
constantly accorded to the Royal Society which in 
many respects acted as its adviser on questions 
raising scientific issues. The opening of the present 
century witnessed an important development when 
on the petition of the British Association the 
government invited the Royal Society to organise in 
this country an institution analogous to the 
Reichsanstalt in Berlin and to nominate a govern- 
ing body on which commercial interests should be 
represented. The Royal Society consented to under- 
take this task and the National Physical Laboratory 
was established in 1901 as a public institution for 
standardising and verifying instruments, for testing 
materials and for the determination of physical con- 
stants. The support accorded to the new laboratory, 
not only by men of science but by the leaders of 
industry also soon showed that this institution had 
an important role to play in the application of 
science to industry. Its subsequent history has been 
one of continuous development within the general 
scope of the purposes for which it was established 
to meet the increasing needs of industry in this field. 

The work of the laboratory to-day may be classi- 
fied under three main divisions. First, there is the 
work which makes the laboratory the final authority 
on questions of exact measurement, whether of 
standards of measurement or of physical constants. 
Secondly, there is the work which it carries out for 
assisting industry in other ways. This may be sub- 
divided into (a) long range research (i.e. research 
designed to bring to light problems, the solution of 
which is called for by the progressive application 
of science to industry), (b) investigations suggested 
by the various research boards of the Department 
of Scientific and Industrial Research, some of which 
are undertaken with the co-operation of industry, 
and (c) tests and special investigations carried out 
on a repayment basis, at the request of industry. 
The third main division of the laboratory’s work, 
which accounts for about one fifth of its total ex- 
penditure, is the research which it undertakes for 
the Defence Services. 

5. The second great step in the promotion of in- 
dustrial research was taken in 1915 when the 
organisation which has developed into tJlie present De- 
partment of Scientific and Industrial Research was 
founded by government. The nineteen years which 
have since elapsed have witnessed an astonishing 
growth of government activity in this field. 
Financial responsibility for the National Physical 
Laboratory was transferred by the Royal Society to 
the Department in 1918, and since that date the 
Department has established a number of other re- 
search stations. Those stations deal with such ques- 
tions as fuel research, building research, the problems 
of food preservation, the utilisation of timber, and 
chemical research. The Department is now re- 
sponsible also for the Geological Survey of Great 


Britain and the Geological Museum. In addition the 
Department is engaged in a number of other specific 
investigations which are controlled by boards or 
committees and which are financed in whole or in 
part from the funds of the Department. 

6. The phenomenal developments in the applica- 
tion of science to industry which the last quarter 
of a decade has witnessed have called for profound 
changes in the attitude of government towards 
scientific and industrial research. Within a single 
generation these developments have led to the estab- 
lishment of a whole series of new industries; and 
in the sphere of national defence and generally in 
the industrial field government now accepts the duty 
of promoting the progressive and orderly develop- 
ment of the scientific and technical equipment of 
the nation. Amid all the variety of its activitie.s, 
the Department has constantly kept this principle 
in mind and has lost no opportunity of giving it 
practical expression. Secondly, the Department has 
kept steadily before it the needs of industry in the 
development of research and the importance of en- 
listing the support of industry in every branch of 
its work and at every stage of its development. 
Finally, the Department has always taken steps to 
ensure that business men of wide experience, and 
leading men of science, should be associated with 
the general planning of all research undertaken by 
the Department with a definite utilitarian object. 
The determination to secure this co-operation is 
reflected not only in the composition of the various 
boards and committees appointed by this Depart- 
ment to supervise particular types of research, but 
also in that of the Advisory Council for Scientific 
and Industrial Research, the body which is charged 
with the exclusive responsibility of tendering advice 
on Scientific policy to the Lord President of the 
Council, the Minister responsible to Parliament for 
the work of the Department. 

7. Less than two years after the Department was 
established, steps were taken by it to foster the 
continuous prosecution of research in the ordinary 
industrial field. To this end. Parliament agreed in 
1917 to provide a fund of £1,000,000 from which 
the Department was enabled to make grants to re- 
search associations formed by particular industries 
or groups of industries. These associations were 
brought into existence on the initiative, and in the 
majority of cases with the financial assistance of the 
Department, but the policy of the Department has 
always been to limit these grants to a period suffi- 
cient to enable the various associations to establish 
themselves in the industry which they are designed 
to serve. The associations maintain their own 
research stations, appoint their own scientific staff, 
draw up their own programmes of research and 
decide their own policy as to the way in which 
research should be carried out, e.g. whether in their 
own laboratories or in some outside scientific insti- 
tution. The Department maintains contact with the 
work of each association, and appoints representa- 
tives on its Council. A large number of research 
associations have been formed on these lines, and 
together their membership comprises about 6,000 
firms, spread over a very wide range of industries. 
These firms have the right to put technical question.'^ 
to their associations which are answered as fully 
as possible within the scope of the organisation. 
Thus each firm derives continuous benefit from its 
membership of this association, through the assist- 
ance which it receives in the application of .scientific 
methods to the control of industrial operations and 
through the answers which it receives from the 
association on any special difficulties which it may 
have encountered in the conduct of its particular 
business. 

(b) Medical Research. 

8. Very little financial provision for medical 
research was made by government until 1911 when, 
on the passage of the National Health Insurance 
Act, one penny per annum in respect of each insured 
person, was ear-marked for this purpose by the 
Insurance Commissioners established under that Act. 
The various bodies of Commissioners agreed that it 
would not be in the public interest for each of them 
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to create separate research organisations, and as a 
result it was arranged there should be established 
a single body charged with the duty of assisting the 
development of medical research in all parts of the 
country. A few years later, the committee so 
appointed was converted into the present Medical 
Research Council. The Council was incorporated by 
Royal Charter and responsibility to Parliament for 
its work was transferred to the Lord President of 
the Council, who already a few years earlier had 
become responsible for the Department of Scientific 
and Industrial Research. 

9. The organisation given to the Medical Researdi 
Council was similar in essentials to that given a few 
years earlier to the Department of Scientific and 
Industrial Research, though there were naturally 
certain differences in form. The Council is itself 
the body responsible for tendering advice to the 
government and corresponds, therefore, with the 
Advisory Council on Scientific and Industrial Re- 
search (see paragraph 6 above). The other features 
of its organisation of which special note should be 
taken are the fact that, like the Department of 
Scientific and Industrial Research, it is attached to 
the Lord President of the Council and not to one 
of the Departments of State directly concerned with 
public health; and the fact that, like the Depart- 
ment of Scientific and Industrial Research, its secre 
tary is a leading scientific authority. 

10. Prior to the establishment of the Council, medi- 
cal research had formed a natural part of the work 
both of the universities and of the great medical 
schools. In addition there were a few special re- 
search institutions established by private endowment. 
It was apparent at the outset that the first task of 
the Council was so to frame its general policy as to 
command the confidence of the medical profession and 
to take full advantage of the facilities for research 
that were already in existence. The subsequent de- 
velopment of the Council is evidence of the success 
which it has achieved in this field. 

11. Ever since its foundation, the Council has set 
itself the task of encouraging and aiding research 
work at the universities, the medical schools, hos- 
pitals, and other institutions, which is likely now 
or at a later date to be useful for the better main- 
tenance or restoration of human health and efficiency 
in varying conditions of environment. This work in- 
volves research in almost all the basic sciences and 
includes the application of these sciences to the 
clinical arts of medicine and surgery. The Coun- 
cil’s work in this direction consists mainly in 
authorising grants to research workers to enable 
them to prosecute their investigations in their 
chosen field. In addition, the Council have estab- 
lished one research institute, the National Institute 
for Medical Research, as a central institution for 
fundamental experimental w'ork in sucOi branches of 
medical science as physiology, bio-chemistry, pharma- 
cology, bacteriology, protistology, and pathology. 
Most of the work does not differ in kind from that 
done at academic centres, but the arrangement facili- 
tates co-ordination of effort by a picked staff of 
specialists giving their whole time to research duties. 
A good example of this team work is the investiga- 
tion of diseases of man and animals which are due to 
virus infections. A special function of this National 
Institute, in which a new department for the purpose 
has been made, is work on the determination of 
standards and methods of assay for biological sub- 
stances of medical importance. 

(c) Agricultural Besearch. 

12. It was not until 1909 that the government in 
this country took steps to promote the development 
of agricultural research. It wms in that year that 
Parliament authorised the establishment of a De- 
velopment Commission with a fund of £2,900,000, 
“ for aiding and developing agriculture and rural 
industries by promoting scientific research, instruc- 
tion and experiments in the science, methods and 
practice of agriculture.” Before this the experi- 
mental work at Rothamsted initiated by Lawes in 


1843 was almost the only contribution made by^ this 
country to the development of agricultural science 
throughout the period up to the establishment of the 
Development Commission. This work was carried on 
entirely by private endowment and personal effort. 

13. One of the first tasks of the Development Com- 
mission was to carry through as rapidly as possible 
a comprehensive review of the whole system by which 
lesearch and education in agriculture were then 
organised in Great Britain. The scheme which the 
Commission then proceeded to draw up comprised 
the creation of a group of research institutes, each 
working on some specific branch of agricultural 
science; the formation of a consultative service to 
assist in bringing agricultural colleges, research in- 
stitutes and farmers into closer touch with one 
another, the institution of a system of research 
grants to assist individual scientific workers who 
■were not in the employment of any research institute 
and the establishment of a scholarship scheme to 
assist in the training of new' workers in agricultural 
science. The key note of the whole scheme was the 
development of research in centres where it could 
most conveniently be carried on, and in conditions 
most likely to command the confidence both of the 
men of science by whom the work was to be done and 
of the farming community for whose benefit it was to 
be undertaken. 

14. It was an essential part of the Commission’s 
scheme that while adequate funds should be provided 
by the state, the work itself should not be carried on 
in institxitions established and administered directly 
by government. Adequate provision was made to 
secure proper control by the departments of agricul- 
ture of the funds placed at the disposal of the in- 
stitutions by government, but steps were taken to 
ensure that the actual administration of these bodies 
should be vested either in bodies of trustees or in 
appropriate departments of the universities. Owing 
to the facilities at the universities for the study of 
allied branches of science, the existence at the 
universities of important scientific libraries, and for 
similar reasons, the Commission looked with special 
favour on schemes which linked the new research 
institutes with the universities. It cannot be 
doubted that this policy has been amply justified by 
results. The institutes have succeeded in attracting 
to their service men of science of high standing, who 
have been free to carry on their scientific work on 
lines which they themselves approved and without 
the sense of restraint which might have been felt if 
they had been subject to day-to-day supervision by an 
ordinary department of state. But it was not only 
in the freedom which it allowed to the scientific staff 
in the conduct of their work that the scheme devised 
by the Commissions proved to be successful. For 
side by side with the development of the scientific 
work, steps were taken from the outset to ensure 
that scientific results obtained should be presented 
in a form in which their practical value could readily 
bo appreciated by the farming community, and 
measures of all kinds were devised to encourage 
farmers to take full advantage of the improved 
methods made possible by the work of the research 
institutes. 

15. Within the last few years the Government has 
taken a further step in the encouragement of agri- 
cultural research by the establishment of the Agri- 
cultural Research Council. The form of organisa- 
tion given to this body was largely modelled on that 
of the Medical Research Council, and like that 
Council and the Department of Scientific and Indus- 
trial Research, the Agricultural Research Council is 
directly responsible to the Lord President of the 
Council. The Council is composed of men of science 
(but not only agricultural science) and of persons 
especially experienced in the practice of agriculture. 
The Secretary of the Council also has always been 
a man of science. The Council is thus well_ fitted 
to command the confidence both of the scientific 
world and of the farming community. The Council 
is not responsible for the management of research 
institutes, but it is in very close relations with these 
bodies in regard to their scientific work. The 
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Counoil also advises the departments of agriculture 
in regard to their expenditure on research. The 
funds at the disposal of the Council are not lai-ge 
and are almost entirely used for grants to enable 
particular pieces of research work to be carried out. 

III. — Principles adopted by Government in its 

SUPPORT OF RESEARCH. 

(a) Acadeviic Ifesearch. 

16. In considering the principles adopted by 
Government in support of research, it is important 
to distinguish the two angles from which research 
may be approached. In the first place there is re- 
search which is undertaken on account solely of the 
intellectual interest of the subject, and in which 
the research worker is free to follow whatever path 
seems to him most likely to lead to the discovery 
of new knowledge. Judged from this standpoint it 
is immaterial whether the research undertaken is 
pure or applied, whether it has any apparent rela- 
tion to the needs of everyday life or whether it is 
concerned only with some question of purely specu- 
lative interest. 

17. The conduct of disinterested research of this 
kind is pre-eminently a function of universities and 
museums, and of learned associations of scientific 
men. Government in this country has wisely recog- 
nised that it is no part of the duty of the state 
to intervene directly in this field. This does not 
mean that the state should disinterest itself in the 
academic study of the primary sciences, for on their 
development ultimately rest all those forms of re- 
search in which government intervention has proved 
of so much value. In this country government has 
shown its appreciation of the importance of the kind 
of research here under consideration, by the large 
grants which it has made to the universities, and 
the increased support which it has made to the 
national museums and similar institutions. 

(b) Utilitarian 'Research. 

18. In contrast with the foregoing type of re- 
search stands all that body of research and investi- 
gation with which, under modern conditions, 
government is so intimately concerned. This work 
is directed towards the solution of some problem 
of importance, either to the health of the nation, 
to its defence in time of war, or to its prosperity 
in time of peace. The investigations that may be 
called for may fall under the heading of either pure 
or applied research or both. The question now to 
be considered is : Can the policy of the government 
towards the vast range of problems embraced in 
this field be framed in the light of some uniform 
principle or principles? Or is the diversity of sub- 
ject so great that government should apply one set 
of principles in determining its attitude to one 
group of subjects, e.g. those embiuced under the 
term medical research, and another set of prin- 
ciples when considering its attitude to _ some 
other group of subjects, e.g., those falling in the 
category of industrial research? 

19. The short account of the organisation of re- 
search given in Section II shows clearly enough the 
answer given to these questions by government in 
this country. Despite the natural divergence 
between the organisation adopted for research in 
different fields, there is nevertheless discernible a 
uniform attitude on the part of government towards 
the two main questions which arise in regard to 
government intervention in the field of research. 
These questions concern first the form in which 
assistance can best be given by government in any 
particular field of research; secondly, where such 
assistance is given by the establishment of a special 
institution for this purpose, the lines on which that 
institution should be organised, and the best 
methods of gaining the confidence and co-operation 
both of the scientific world and of the profession or 
industry which the research in question is designed 
to assist. 


(i) The question whether research should be 
CARRIED ON BY GOVERNMENT DIRECTLY OB 
INDIRECTLY. 

20. The organisation adopted by government for 
the promotion of research whether industrial, agri- 
cultural or medical, has this in common, that, except 
in one or two special cases, efforts have been made 
to arrange that research should as far as possible 
be undertaken indirectlj' through the medium of 
some existing institution or through the extension 
of an institution rather than directly in some 
establishment wholly maintained by the central 
government. Thus, many instances could be cited, 
especially in the field of agricultural and medical 
research, in which government assistance has taken 
the form of capital or maintenance grants towards 
institutions which form departments of universities, 
medical schools and similar bodies. Where no such 
body was already in existence, government has on 
many occasions brought them into existence and 
arranged either for their being incorporated as a 
department of some university or for their manage- 
ment by independent bodies of trustees. The same 
policy has been followed in industrial research, but 
in this case it has been possible for the state to 
supplement it by the simultaneous adoption of a 
second policy designed to secure the same end. This 
second policy has consisted in the fostering and 
subvention of research associations established by 
particular industries for the study of the scientific 
problems with which they are specially concerned in 
the course of their business. 

21. There are, however, certain classes of research 
where the state has found it preferable to under- 
take the work rather than to arrange for it to be 
carried out in some organisation subsidised for the 
purpose. Broadly speaking, research of this kind 
may be classified under three main headings. 

22. In the first place there is the group of sub- 
jects on which research is required either as a part 
of the day-to-day work of the department of state 
or in the course of administration of' the law. 
Clearly the technical branches of government depart- 
ments must have at their disposal means of pursuing 
research on the subjects with which they are con- 
cerned if they are to be maintained in a state of 
efficiency. For example, the requirements of the 
General Post Office and of the Service Departments 
are such as to make it imperative for government 
itself directly to engage in radio research. Again, 
there are certain functions which can only be under- 
taken by government and which themselves involve 
research. Examples of work of this kind are pro- 
vided by the investigations carried out by the 
Geological Survey and those conducted on its 
behalf by the Government Chemist ; or to 
take quite ' a different case, by the work 
carried out by the National Institute for 
Medical Research on the attainment of stable 
standards of reference for biological substances of 
importance in the medical practice and that under- 
taken by the National Physical Laboratory for the 
standardisation of instruments. Moreover, for the 
purposes of administering the law, it is necessary 
for some departments to engage in research either 
on their own behalf or in the interests, and for the 
guidance, .of local authorities charged with the actual 
administration of the law. Examples of research 
directly undertaken by government under this head- 
ing are afforded by the work of the Government 
Chemist in connection with the administration of 
the law in regard to such matters as the purity of 
food and drugs, and in the determination of the 
physical qualities of articles subject either to import 
•duties or excise. Certain investigations undertaken 
at the instance of the Home Office by the Department 
of Scientific and Industrial Research also fall into 
a similar category in so far as they arc concerned 
with the administration, of statutory and other 
regulations. Examples of this type of investigation 
are provided by the work of the Department in re- 
gard to mine rescue apparatus and cylinders for 
compressed gases and industrial respirators. 
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23. The second broad class into which research 
directly undertaken by government may be divided 
is that embracing subjects research on which is of 
value to the community as a whole, but which are 
not likely to be investigated unless by government 
itself. Research falling into this class is of a very 
varied character. The first poup of such subjects 
is naturally that concerned with the more specialised 
of the problems raised by national defence. 
Examples of other types of research falling within 
this class are provided by research on such subjects 
as the problems raised by industrial fatigue. Quite 
different from the foregoing but falling also in the 
same class is research on such matters as the treat- 
ment of industrial effluents and river pollution, and 
the problems of smoke abatement. Research on 
such subjects as these is unlikely to be carried out 
by industry itself except to the extent to which it 
can be made a source of profit. In the case of highly 
specialised technical questions relating to defence, 
the commercial risk may be prohibitive or beyond 
the means of the industry. In such matters as smoke 
pollution, etc., the objects in view may be of the 
greatest im^Jortance to the community as a whole, 
while it may nevertheless be the case that successful 
discoveries in those fields would bring no advantage 
to any individual firm in relation to its competitors. 

24. The third main class of research undertaken 
dix’ectly by government is that which is so under- 
taken on rather broader grounds of national policy 
than in the two classes discussed above. The extent 
to which the government undertakes research of this 
ti’pe is often dependent on the degree of organisa- 
tion of the profession' or industry concerned. Broadly 
speaking, government is more likely to think it 
proper itself to engage in research of this type if 
the industry concerned is one which is organised in 
small units. In such industries the number of con- 
cerns sufficiently large themselves to undertake re- 
search may be very small and for some reason the 
industry itself may not be adapted for the conduct 
of co-operative research through a research asso- 
ciation. There are, for example, cases in which there 
exists no compelling community of interest sufficient 
to lead the firms concerned to co-operate in the 
necessary research. The explanation may often be 
found in the fact that the interest to be served by 
the research is that of the consumer rather than that 
of the producer. In such cases it was natural and 
proper for government itself to intervene and 
initiate the necessary research. Another example of 
research of this kind is provided by the research 
undertaken by government in food preservation and 
cold storage. In this case moreover an important 
result of this work has been to impart a valuable 
stimulus to the trade in foodstuffs with the 
Dominions. Research of this tj'pe constitutes in effect 
a form of assistance by the state for the industry 
concerned, which may often lead to important 
developments, and indeed to the establishment of 
new industries. Finally, there are certain types 
of research which it has been decided should be 
undertaken on broad grounds of national interest. 

(ii) Special rxiOBLEMS associated with the direct 

CONDUCT BY GOVERNMENT OE HESE-ARCH. 

(a) The need for securing the co-operation of pro- 
fessions and industi-ies in research concerning 
their interests directly undertaken by govern- 
ment. 

25. "Where research is undertaken directly by 
government two types of problem have to be solved. 
In the first place, the organisation has to be such as 
to command the confidence of the profession or in- 
dustry connected with the subject on which the 
government proposes itself to conduct research. In 
the second place, the organisation must be such as 
to command the confidence of the scientific world 
and to provide conditions of work best fitted for the 
study of the problem concerned. 

26. Where research is undertaken by government 
indirectly, that is through the_ medium of some 
existing organisation, no special fear need be 


entertained that the profession or industry concerned 
will view the intervention of government with 
suspicion. They are already accustomed to work 
on their subject being conducted in the institution 
concerned and the fact that the scope of the work 
is to be increased as a result of government grants 
is not likely to cause them any special apprehension. 
Where, however, government itself decides to under- 
take research in an establishment of its own the 
problem is quite different, and special steps have to 
be taken, both to allay any suspicions that may be 
aroused in the minds of the profession or industry 
concerned, and to secure their whole-hearted co- 
operation in the work proposed. 

27. The whole structure of government organisation 
of research in so far as it relates to the direct conduct 
of work by government affords proof of the apprecia- 
tion by government of the importance of this 
problem. Thus, in the first place, great care has 
been taken' by government to ensure the appoint- 
ment of leading representatives of the professions and 
industries concerned to the bodies charged with the 
submission of recommendations to government on 
broad questions of scientific policy. Such representa- 
tives arc to be found on the Advisory Council of the 
Department of Scientific and Industrial Research, 
the Medical Research Council, and the Agricultural 
Research Council. Similarly both the subordinate 
and more specialised bodies, whether boards or com- 
mittees, established by the three main government 
research organisations named above are composed in 
large part of persons having special authority or 
experience in the profession or industry concerned. 

28. Just as it is essential to secure the co-operation 
of those primarily concerned in the application of 
the results of research, so also is it necessary for 
the organisation adopted by government to be such 
as to command the confidence of the leading 
scientific authorities in the subjects to be 
investigated. 

29. The confidence of the scientific world in this 
country has been secured by the appointment of 
leading men of science on the councils, boards, and 
committees discussed above. These appointments 
have secured to scientific men an important share in 
the responsibilities for the lay-out and conduct of 
the investigations undertaken. 

(h) The special requirements of research 
organisations. 

30. The fact that -some particular piece of re- 
search may be undertaken direct by government 
and not conducted by an autonomous research in- 
stitution does not mean that the work should be 
organised on the familiar lines of government de- 
partments. The organisation appropriate to govern- 
ment departments which are concerned with ad- 
ministrative functions is not of a kind that is suit- 
able for a research institution, even if wholly main- 
tained by government. The hierarchical sptem 
though essential in government departments is in- 
appropriate in a research organisation. In such 
bodies the primary need is not for organisation and 
regimentation but rather for an atmosphere of 
intellectual freedom in which the scientific worker is 
able to approach the task set to him on the lines 
which he thinks best. Some degree of organisation 
and discipline is, of course, essential, but broadly 
speaking the best results will be obtained from those 
research organisations in which the outward forms 
of control are least in evidence and in which the 
scientific staff is encouraged to pursue its work on 
original lines. 

31. Again, the very nature of scientific work is 
such that while one scientific worker may be well 
qualified for work of a particular kind at one stage 
of bis career, he may become unfit for it at some 
later stage. The greatest flexibility of organisation 
is therefore required to enable scientific men to be 
transferred from one organisation to another, and, if 
possible, to arrange that they may be freely trans- 
ferred to and from government qnd university work 
as circumstances may require. 

4 Z 2 


3.5613 


644 ROYAL COMMISSION ON THE PRIVATE MANUFACTURE OF AND TRADING IN ARMS 


32. Another risk which has to be avoided in the 

organisation of centralised research stations is the 
possibility t)hat in time they may lose efficiency by 
becoming too large in size. Just as experience in 
industry has shown that while certain economies can 
be obtained by organising productive plant in large 
units, there comes a point beyond which any further 
increase in size reduces rather than increases 
efficiency. The same principle applies to the 
organisation of research institutions. It may indeed 
be the case, especially in research the conduct of 
which requires extensive apparatus or large 

scientific libraries, that work of a particular kind 
can best be carried out in a laboratory employing 
a considerable scientific staff. But the point is 
quickly reached when the increase in size of a 
research station may secure a less than proportionate 
increase in efficiency. For the value of research work 
carried out in any particular institution depends 
ultimately on the originality of outlook and the 
freshness of mind of the scientific staff employed. 

33. Somewhat similar considerations apply to work 
on problems of design. There is much evidence to 
show that the experience of industry and commerce 
has been that design departments cannot be in- 
creased beyond a certain size without loss of 
efficiency. In the textile industries, for example, 
where variety of design is of especial importance, it 
has been found that while it is, of course, possible 
to increase the number of designs produced by a 
single organisation by increasing its size, the designs 
produced tend increasingly to lack variety and to 
bear the impress of a common model. It is for these 
reasons that in these industries steps are taken de- 
liberately to limit the size of individual design 
departments. Similar considerations apply also to 
the marketing of commodities such as tobacco, where 
variety in publicity is of the first importance. It is 
to secure this variety that steps have so often been 
taken to maintain for purpose of marketing the 
identity of firms which have, for other purposes, 
been merged in some larger organisation. 

34. The peculiarities of scientific work discussed 
above have been appreciated by government, and to 
a very large extent the normal restrictions in govern- 
ment service have been relaxed in the ease of 
research institutions directly administered by the 
state. 

IV. — The role of government in the field op 
RESEARCH. 

35. It remains now to consider whether in deter- 
mining its attitude to research government could 
have adopted some principle or principles other than 
those analysed in section III above, or whether the 
very nature of research work is such that, if govern- 
ment is to support effectively this branch of national 
activity, it is bound to follow generally the path 
which it has taken in this country. 

36. The first point which calls for notice in this 
connection is that of the research of all kinds under- 
taken in this country to-day, the proportion directly 
carried out in state research establishments is rela- 
tively small. Quite apart from that research in non- 
governmertal institutions, the conduct of which is 
rendered possible only by the financial assistance 
given by government, there still remains a large 
volume of research being carried on quite indepen- 
dently of government. This research is in part 
academic research of the kind described in para- 
graphs 16 and 17 above, and in part utilitarian 
research conducted either by industrial firms for 
their individual profit or by associations of such 
firms for their mutual benefit. At this stage we 
are confronted with the question : — Could govern- 
ment itself undertake the whole of the research now 
carried on by universities and similar bodies and 
by industrial firms and if so, what principles should 
government adopt in the organisation of research? 

37. There can be no doubt that under present con- 
ditions it would be out of the question for goveim- 
ment itself to undertake the whole of the research 


now carried on by universities and similar bodies 
or of the research now conducted by industrial firms. 
Just as government itself has found that there is 
some research which it must itself undertake to 
enable the various departments of state to carry on 
their ordinary day to day duties, so it would be out 
of the question for industrial firms to dispense with 
their own research establishments, for it is on these 
that they are absolutely dependent for the solution 
of the innumerable technical and scientific problems 
which constantly arise in the course of their work., 
Moreover, in the field of invention and design it is 
upon their own research departments that indus- 
trial firms must depend in the competitive struggle 
in which they are engaged with their rivals. Indeed, 
the question with which lenders of industry are 
faced is not whether their firms should maintain 
research departments but how best to ensure the 
closest possible working relations between their re- 
search departments and the actual factory or works 
in which the goods which they sell are produced. 

38. Equally it would be impossible for government 
to remove from the sphere of the universities and 
similar bodies the research which they at present 
carrj’ on, for in education research is an essential 
feature of university teaching. The teaching of what 
is known could not be divorced from the search for 
new knowledge without irreparable damage to the 
institution concerned, for it is the facilities for 
research which attract the best teachers to the 
universities and similar bodies, while in turn it is 
the presence at such bodies of the best teachers that 
draws to them the best students of each generation 
and thus provides the conditions requisite for an 
active and vigorous university school. 

39. We have now to consider whether the actual 
organisation of research .would be essentially modified 
if government were to decide to assume a larger 
measure of control. It is not enough to answer this 
question by replying that under some all embracing 
form of nationalisation the whole of these activities 
could and would be undertaken by government. In 
a sense no doubt this might be true, but so much 
would depend on whether the transfer of control 
affected the nature of existing organisation or 
whether it changed only its outward form that it is 
necessary to consider separately what action might 
be taken in regardi to so-called academic research, 
and what action might be taken in regard to the 
research which is at present carried out by industrial 
firms and which must be so carried out as long as 
conditions of private enterprise remain. 

40. iWe may ask first what would be the effect on 
the academic research at present conducted by uni- 
versities, if the government were to decide to concern 
itself in the management of such bodies. The 
research work which they do might indeed in such 
circumstances be regarded as conducted directly by 
government, but it would be an error to suppose that 
a change in control such as we arc discussing would 
mean that the research now conducted at universities 
would be transferred to specialised research institu- 
tions maintained by the central government, for, as 
we have seen in paragraph 32 above, research cannot 
be dissociated from teaching in the higher depart- 
ments of knowledge unless that teaching is to lose 
its vigour and freshness of outlook. Thus, so far 
as academic research is concerned, intervention hy 
government in the management of the universities 
could do no more than change the outward form 
under which this work is conducted. Such a change 
would affect chiefly the ultimate control of research 
which would thereby be placed in the hands of 
government. This transfer of control would have 
no obvious advantages and might well introduce 
that undesirable element of rigidity, which, as we 
have seen in paragraphs 30-34 above, it is essential 
to avoid. On the side of organisation, however, no 
substantial change would be practicable. Beneath 
the new form academic research would still remain 
an essential feature of academic teaching. 
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41. When we turn, to the research which is at 
present carried out by industrial firms, we find also 
that the nationalisation of any industry would cause 
but little change in the methods by which industrial 
research is at present conducted. No doubt, with 
the elimination of competition and private enterprise 
there would be a concentration of productive power 
and a reduction in the number of units engaged in 
production in any given industry. To this extent, 
therefore, it is likely that the number of research 
establishments would be reduced. In answer to this, 
it may be claimed that while the number of estab- 
lishments would he reduced, their size and effective- 
ness would be increased. But this argument is only 
valid within narrow limits. Even under the most 
rigorous form of nationalisation there are very 
definite limits to the extent to which the national 
output in any given industry could be concentrated 
in a small number of very large factories. For con- 
centration on this scale of productive power under a 
single management would inevitably bring with it 
in an exaggerated form all those elements of waste 
and inefficiency which industrial concentrations have 
in every country shown when carried beyond a 
certain point. The most extreme development, there- 
fore, which it is reasonable to anticipate might be 
reached would ibe the consolidation of the industry 
into a relatively small number of plants, large in 
size but sufficiently small to permit of efficient 
management. 

42. In au earlier part of our discussion (para- 
graph 37 above) we have seen that an important 
factor in industrial efficiency is the maintenance at 
the works concerned of efficient departments for 
research and design. There is no reason whatever 
to suppose that this would cease to be true if the 
industry was nationalised, and we must assume, 
therefore, that the nationalised industrial units 
would each be equipped with their own departments 
for research and development. But it has never 
been suggested that government would itself under- 
take less research in specialised state establishments 
than at present. Indeed, the contrary is constantly 
affirmed. Our discussion brings us, therefore, to the 
conclusion that even if an industry was nationalised 
its orgauisation for industrial research would follow 
broadly the same lines as it does to-day. On the 
one hand, the central government would continue to 
maintain specialised research establishments, either 
for the solution of problems which require to be 
answered in the day-to-day course of administration 
or for the study in the national interest of scientific 
problems of a more general character. On the other 
hand, the nationalised factories which would have 
taken the place of the former industrial undertakings 
would still require to maintain their own research 
establishments. Thus, to take a concrete example, if, 
say, the iron and steel industry or the armament 
industry were to be nationalised, the national 
factories which would replace the factories now main- 
tained by private enterprise would still require their 
own research organisations. In other words, however 
far nationalisation was carried, it could never reach 
the point where all research in a given subject was 
conducted by the state in centralised establishments, 
and where no research was conducted on the site of 
the productive units. 


V. — GENERAIi CONCLUSIONS. 

43. The following general conclusions emerge from 
the foregoing discussion : — 

(а) Research falls into two broad categories, 
characterised not by whether the research is pure 
or applied, but hy the nature of the object with 
which it is undertaken. Of the research falling 
into these two categories, the first, which may be 
termed academic research, is undertaken solely on 
account of the intellectual interest of the subject 
to be investigated and aims at the discovery of 
new knowledge for its own sake. The second 
category of research, which may be called utili- 
tarian research, is research which is directed 
towards the solution of some problem of import- 
ance either to the health of the nation, to its 
defence in time of war, or to its prosperity in time 
of peace. 

(б) The conduct of disinterested academic re- 
search is pre-eminently a function of universities 
and museums, and of learned associations of 
scientific men. Research of this type is an essen- 
tial part of higher education j and goverument can 
best assist in this field hy the grants which ii 
makes to universities and similar bodies as part 
of the general educational system of the country. 

(c) Under present conditions research directed 
to utilitarian ends is conducted in one of three 
ways : — 

(i) Certain forms of utilitarian research con- 
stitxxte an essential function of government. For 
research of this kind there exist research institu- 
tions maintained and controlled by the state. 

(ii) A second form of utilitarian research is 
that which, while of great importance to the 
nation and therefore deserving of financial sup- 
port by the state, is best conducted in univer- 
sities and other institutions of a similar kind. 
In the main, the research supported by govern- 
ment falls into this class, government assistance 
taking the form of grants to the institutions 
in which the research is undertaken. 

(iii) Finally, there is the large body of research 
and investigation (including design and develop- 
ment) which is conducted by industrial firms as 
part of their enterprise. 

(d) In the event of the nationalisation of an 
industry, the change so far as research is con- 
cerned would be more one of outward form than 
of substance, since it would affect the ultimate 
control of research rather than the actual organi- 
sation adopted. It would he an error to conclude 
that the nationalisation of an industry would mean 
that the research at present conducted by the firms 
of which it is comijosed would be transferred to 
specialised research institutions maintained hy the 
central government; for, with the degree to which 
science is to-day applied to industry, an important 
factor in the efficiency of industry, whether con- 
ducted by private enterprise or under state control, 
is tihe maintenance as part of the works concerned 
of efficient departments for research and design. 

(Signed.) Francis Hemming. 

2, Whitehall Gardens, S.W.l. 

14th December, 1935. 
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WaESHIPS tTNDER CONSTRUCTION OR ON ORDER FROM 

Royal Dockyards and Private Firms respectively. 


22nd April, 1936. 

In 

In 

Type. 

Private 

Yards. 

Government 

Yards. 

Cruisers ... 

Destroyers including Flotilla 

7 

4 

Leaders 

26 



Submarines 

4 

3 

Sloops 

8 

4 

Aircraft Carrier 

1 



Motor Torpedo Boats 

6 



Surveying Ships ... 

2 



Other Craft 

1 

— 

Total 

65 

11 


New Ships to be ordered in 1936. 


T'lj'pe. 

Capital Ships 

Cmisers 

Destroyers 

Submarines 

Sloops 

Aircraft Carrier ... 

Gunboat 

Motor Torpedo Boats ... 

Depot Ships 

Surveying Ships 

Other Craft 

Total 


In hi 

Private Qovemmen 
Yards. Yards. 

2 — 

3 2 

9 — 

3 1 

4 2 

1 _ 

1 — 

6 — 

1 _ 

2 — 

6 — 

38 5 
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Represeotattve list of certain important inventions relating to Armaments made by 
ARMA iiBNT Firms or others outside the Defence Services and adopted successfully by the 
Defence Services. 


(a) Inventions adopted by tl 
Article. 

Torpedo engine 
Torpiedo discharge from 
coastal motor boats. 
Depth charge thrower 
Electrical direction indica- 
tor systems for gim con- 
trol. 

The B.L. gun 

The Welin breech screw ... 
The De Bange obturator . . . 

Built-up guns 

Wire wound guns ... 

The Maxim gun ... 

The semi-automatic gun . . . 
Nitrocellulose propellants 
Rangefinders 
Rangekeeping clock 
Range and deflection trans- 
mitters. 


: Admiralty. 

Inventor. 

Peter Brotherhood, Ltd. 
J. I. Thomycrofb & Co. 

Thomycroft. 

Evershed & Vignoles. 


Armstrongs. 

Armstrongs. 

Armstrongs. 

Vickers. 

Nobel. 

Barr and Stroud. 

Vickers. 

Vickers, Barr and Stroud. 


A large amount of research into the best steel and the 
best treatment of the steel for armour piercing shell has 
been done by Hadfields, Firths, Vickers and Armstrongs. 

The destroyer and torpedo boat evolved from vessels 
originally designed and built by Messrs. Thomycroft and 
Yarrow for navies other than our own. 

The submarine developed from the Holland design of 
the Electric Boat Co. of America. 

The coastal motor boat designed and built during the 
War by Messrs. Thomycroft, utilising a stepped form of 
hull suggested by the Rev. Ramus in 1870. 

Ship armour developed by the three firms engaged on 
its production in this country, each of whom has its own 
methods and composition. 

The steam turbine invented by Sir Charles Parsons, who 
also introduced the use of gearing between the turbine 
and propeller-shafts and improved the turbine’s efficiency 
as an agent of propulsion. 

Small tube boilers designed by Yarrow and others and 
developed principally for use in fast torpedo craft, 
but now utilised in larger warships. 

The heavy-oil engine, designed by Diesel and developed 
by many firms, rendered the surface navigation of sub- 
marines a much safer operation than with petrol engines. 

Gyro-compass invented by Anschutz (German), Sperry 
(U.S.A.) and Brown of Breat Britain. 

Periscopes, invented by a German but developed 
amongst others by Barr and Stroud, which made the 
submarine an effective naval weapon. 

Hydraulic speed gears to transmit power at varying 
numbers of revolutions in either direction. Williams- 
Janney (U.S.A.) and Hele-Shaw (British) are types of 
this gear which have been utilised in warships for various 
purposes. 

Telemotor-control, introduced by Brown of Edinburgh 
and extensively developed by McTaggart, Scott & Co., 
for use in submarines. 

Special quality steels and light alloys of great use in 
reducing weight in recent warships. 

N.B. — The above list includes certain inventions — e.g., 
the steam turbine— which were not primarily, or at any rate 


not exclusively, designed for warship or other armament 
purposes. It has been thought desirable to mention these, 
however, because of their important application to Naval 
purposes. 

(b) Inventions adopted by the War Office. 


Article. 

Trench mortar 
Tanks 

Height-finders 
Range-finders 
Modem tanks 
Predictors ... 

Vickers gun 
Vickers-Berthier gun 
Lewis Gun ... 

Hand grenade 

Hand and rifle grenades 

Explosive bullet 

Tracer bullet 

Combined tracer and ex- 
plosive bullet. 

Military bridges ... 
Wireless apparatus 
Manufacturing processes 
and machines for shells, 
explosives, mustard gas, 
etc. 

Fuses 

and more recently the 
Bren Light Automatic. 


Inventor. 

... Stokes. 

... A joint product. 

■■■^Barr and Stroud. 

^ Vickers- Armstrongs . 

Thi'ough B.S.A. Company. 
Mills. 

Hale 
Pomeroy. 

Buckingham. 

Threlfall. 

Inglis and Hamilton. 
Marconi, Lodge and others. 
Various firms. 


ICrapp. 

Ceskoslovenska Zbrojorka. 


(c) Inventions adopted by the Air Ministry. 

Article. Inventor. 


Tracer bullet 

Kite balloons 

Synchronising gear 
Air Speed indicators 
Turnbncklfts 

Carburettors 

Incendiary bullet 
Improvements in helmets 
for aviators. 

Course setting bomb sight 

Bomb release gears and 
control mechanism. 
Fabrics for the gasbags of 
aircraft. 

Slips forming part of bomb 
releasing gear. 

Aeroplane compasses 
Aircraft compensation 
sights. 

Dynamos for aeroplanes 
Dynamos for aeroplanes 
Synchronising gears 

Syncliroiiising gears 
Carburettors and diffusers 


Mr. J. F. Buckingham. 

Dr. E. Prassono and Major 
L. Avorio. 

Sopwith Ltd. 

Smith & Sons, Ltd. 
Blackburn Aeroplane and 
Motor Co., Ltd. 

Hobson Ltd. 

Mr. J. Pomeroy. 

Mr. C. H. Curtis. 

The Argo Co., Ltd., and 
others. 

Mr. A. H. Glcdhill. 

Vickers Ltd. 

Handley Page Ltd. 

Henry Hughes & Sons Ltd. 
W. A. Burns. 

Joseph Lucas Ltd. 

Mr. H. Leitner. 

Messrs. G. Constantinesco 
and W. Haddon. 

Captain V. V. Dibovsky. 
Messrs. H. M. Hobson. 
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the, Air Ministry (cont.) 

Inventor. 

Professor J. G. Gray. 


(c) Inventions adopted by 
Article. 

Stabilising gear {for bomb- 
sights). 

Aircraft propellers 

Aircraft propellers 

Metallic machine gun belts 

Improvements relating to 
valve gear for revolving 
cylinder interaal com- 
bustion engines. 

Improvements relating to 
^ing mechanism or fuses. 

Improvements in welding 
aluminium. 

Muzzle attachments for 
Vickers guns. 

Aerial Bomba. 

♦Wire balanced ring 
mountings. 

Improvements in flying 
boats. 

“ Caquot ” balloon. 

Recoil reinforcer for Vickers 
gun. 

Wind Vane Sights 

♦Means of carrying and re- 
leasing bombs from air- 
craft. 


Mr. W. D. Oddy. 

Mr. H. C. Cleaver. 

Mr. W. de Courcy Prideaux. 
Mr. Bateman Scott. 


Mr . G. L. McAlpine and 
Messrs. J. J. Griffin & 
Sons Ltd. 

Aktiengesellschaft fur Auto- 
g ine Aluminium Schweis- 
Bung. 

Captain V. V. Dibovsky. 

Mr. F. Marten Hale. 

Vickers litd. 

Mr . Norman A. Thompson. 

Mon. A. I. Caquot. 

Mon. Marcel Bergoin. 

Mon. Y. Le Prieur, M.C. 
Blackburn Aeroplane and 
Motor Co., Ltd. 


* Post-War inventions. 


(c) Inventions adopted by the 
Article. 

♦Aeroplane engines 


♦Thread gauges 

♦Balanced ailerons 
♦Kegresse track attach- 
ments. 

Aldis unit sight 

Slotted wings 

Gyro turn indicators 
Constant bubble levels . . . 
Engine starter clutches . . . 
Seaplane trolleys 

Metal propeller hubs 
Claw release slips for bomb 
carriers. 

Gun moimting 

Differential aileron control 

Petrol gauges 
Engine starters 
Oleo legs for aeroplanes ... 
Nozzles for fuel filling 
stations. 

Balanced ailerons 
Wing tip flare brackets . . . 
Lifting jacks for torpedo 
trolleys. 


Air Ministry {cont.) 

Inventor. 

De Havilland Aircraft Co., 
Ltd., and 

Major F. B. Halford. 

A. C. Wickman, Ltd. 

Bristol Aeroplane Co., Ltd. 
Citroen- Kegresse, Ltd. 

Aldis Bros. 

Handley Page, Ltd. 

Dr. F. W. Lanchester. 

E. R. Watts & Son, Ltd. 
Mortley Sprague, Ltd. 
Blackburn Aeroplane and 
Motor Co., Ltd. 

Metal Propellers Ltd. 
Vickers-Armstrongs, Ltd. 

Fairey Aviation Co., Ltd. 
De Havilland Aircraft Co., 
Ltd. 

Televel Ltd. 

Rotax, Ltd. 

■\riekers (Aviation), Ltd. 
Zwicky, Ltd. 

Handley Page, Ltd. 

Nash & Thompson, Ltd. 
Universal Jacks, Ltd. 


* Post-War inventions 


APPENDIX D. 

Exports or AmcRArr, Engines and Spare Parts from the United Kingdom. 


1930 

1931 

1932 

1933 

1934 


317 

304 

302 

234 

298 


Value. 


£ 

601,287 

778,568 

641,428 

474,897 

746,550 


Engines. 


552 

363 

452 

409 

478 


Value. 


£ 

539,541 

413,328 

467,008 

448,321 

592,643 


Spare Parts. 


Value. 


£ 

909,093 

668,302 

633,048 

542,447 

582,925 


£ 

2,049,921 

1,860,198 

1,741,484 

1,465,675 

1,922,118 


Taken ftom annual reporta on Progress of Civil Aviation and corrected from Trade Eetnrns. 


APPENDIX E. 

TABLE A. 

Expokts prom the United Kingdom to Foreign Cohntmes doting 1933 and 1934 IN Thohsands op t sterling. 


Categories. 


Guns, howitzers, mortars and parte thereof . . . 
Automatic machine and Q.F. guns and parts 

thereof 

Gun mountings, carriages, and parts thereof ... 

Military rifles and carbines 

Revolvers and pistols 

Miniature and cadet rifles, air guns and rifles . . . 

Swords, bayonets, etc 

Sporting guns, carbines and rifles 
Tubes for barrels, actions and parte for small arms 
Torpedoes and submarine mine appliances 
Military, naval and ordnance stores not elsewhere 
specified ... 

Ammunition : shot, and shell and m.g. cart- 

ridge cases 

S.A.A. : loaded and empty cases 

Percussion caps, safety fuse and blasting 


1933. 


War material 
and 


Propellant powders 

Smokeless sporting powder 

High explosives 

Explosives and ammunition not elsewhere 
specified ... 

Rockets and pyrotechnics 

Sporting ammunition 


283-5 

233-5 

63-4 

21-2 

•7 

3- 4 

4- 8 
137-7 


117-6 

256-2 


101-5 

-4 


102-4 

1-1 


Sportmg 
arms and 
ammunition. 


1-3 

12-1 


1934. 


War material 
and 

explosives. 


118-8 

167-9 

29-0 

10-5 

2-5 

1-0 

5-3 

25-0 


151-2 

80-5 


146-4 

7-3 


108-7 

2-4 


Sporting 
arms and 
ammunition. 


1-8 

17-5 


1,283-6 
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TABLE B. 

Exports of Arms, AararoNmoN and Explosives (excluding Sporting Arms and Ammunition for Countries 

MAKING THIS DISTINCTION) TO FOREIGN COUNTRIES DURING 1933 AND 1934 IN THOUSANDS OF GOLD DOLLARS. 




1933. 



1934. 


Exporting countries, 
(a) 

Aggregates 

(6) 

Percentage 

to 

Colonies. 

(c) 

Corrected 

totals. 

(d) 

Percentage. 

(e) 

Aggregates 

(/) 

Percentage 

to 

Colonies. 

(?) 

Corrected 

totals. 

(ft) 

Percentage 

(i) 

Belgium 

1,444 

2-4 

1,409 

4-4 

2,131 

1-9 

2,091 

6-0 

Czechoslovakia 

3,181 

— 

3,181 

10-0 

8,700 

— 

8,706 

26-2 

Denmark 

633 

— 

633 

2-0 

404 

— 

404 

1-2 

France 

8,486 

6-3 

7,951 

24-9 

7,990 

7-8 

7,367 

21-3 

Germany(l) ... 

982 

— 

982 

3-1 

952 

— 

952 

2-8 

Holland(7) 

1,402 

51-5 

680 

2-1 

908 

66-7 

302 

-9 

Italy 

1,452(2) 

2-6(3) 

1,414 

4-4 

1,595(2) 

2-0(3) 

1,554 

4-5 

Japan(l) 

218 

7-6(4) 

201 

•6 

180 

17-3(4) 

149 

-4 

Norway(7) 

695 

1-0 

688 

2-2 

671 

1-3 

662 

1-9 

Spain(7) 

342 

38-2 

211 

•7 

256 

44-5 

142 

-4 

Sweden 

3,404 

— 

3,404 

10-7 

3,736 

— 

3,736 

10-8 

Switzerland(7) 

1,192(5) 

— 

1,192 

3-7 

935(5) 

— 

935 

2-7 

U.K 

10,128 

34-3 

6,654 

20-9 

— 

— 

3,551(6) 

111 

U.S.A.{7) 

Add for other countries 

3,246 

8'7 

2,964 

9-3 

3,720(8) 

8-7(9) 

3,396 

9-8 

I per cent. 

— 

— 

319 

1-0 

— 

— 

346 

1-0 


- 

— 

31,883 

100 

- 

— 

34,593 

100 


Notes. — ^References, League of Nations year book (1935) on Trade in Arms — Cols. (6) and (/) from p. 196, Cols, 
(c) and ig) from tables in Part I. 

(1) Explosives only declared. 

(2) Excludes blasting powder. 

(3) Percentage for 1932 taken. 

(4) To Kwantung. 

(5) Corrected to include fireworks as for other countries. 

(6) The provisional United King dom figures for 1934 (9,563-5) given on p. 190 of League of Nations year book 

include 57 per cent, exports to British Dominions and Colonies and also include sporting arms and 
ammunition. The correct figures for 1934 (£1,283,600) have been furnished by the Board of Trade and 
converted to gold dollars at 3 to the £. 

(7) Includes sporting arms and ammunition. 

(8) Provisional figure. 

(9) Percentage for 1933 taken (to Philippines). 


TABLE C. 


Percentages of World exports in Arms, Ammunition and Explosives (excluding Sporting Arms and 
Ammunition for Countries making this distinction) during 1929 to 1934. 


Exporting countries. 

1929. 
Per cent. 

1930. 
Per cent. 

1931. 
Per cent. 

1932. 
Per cent. 

1933. 
Per cent. 

1934. 
Per cent. 

Belgium ... 

5-7 

4-9 

4-8 

5-1 

4-4 

6-0 

Czechoslovakia 

6-0 

11-7 

13-5 

5-0 

10-0 

25-2 

Denmark 

2-9 

2-4 

1-4 

0-7 

2-0 

1-2 

France 

15-4 

12-3 

6-0 

29-4 

24-9 

21-3 

Germany(l) 

4-7 

4-5 

5-2 

3-5 

3-1 

2-8 

Holland(3) 

2-3 

3-6 

0-3 

5-4 

2-1 

0-9 

Italy(2) 

6-9 

8-2 

7-7 

1-9 

4-4 

4-6 

Japan(l) 

0-1 

2-1 

0-3 

— 

0-6 

0-4 

Norway(3) 

1-3 

1-2 

1-0 

0-6 

2-2 

1-9 

Spain(3) ... 

5-5 

3-3 

1-2 

0-8 

0-7 

0-4 

Sweden 

6-6 

9-5 

12-7 

12-8 

10-7 

10-8 

Switzerland(3) 

1-4 

2-6 

4-3 

2-7 

3-7 

2-7 

U.K 

21-8 

19-0 

28-1 

21-9 

20-9 

11-1 

U.S.A.(3) 

19-4 

13-7 

12-5 

9-2 

9-3 

9-8 

Other countries (assumed per cent.) 

1-0 

1-0 

1-0 

1-0 

1-0 

1-0 

Value of World Trade in thousands 

100-0 

100-0 

100-0 

100-0 

100-0 

100-0 

of gold dollars 

53,143 

44,875 

29,012 

29,088 

31,883 

34,593 


(1) Explosives only declared. (2) Excluding blasting powder. (3) Including sporting arms and ammunition. 
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called and examined. 


4471. Chairmaji: I see there are a number of you 
gentlemen here in resiionse to a request by the Com- 
mission that we should be supplied with the views 
of the different departments upon certain specific 
questions, and you have been good enough to suii- 
ply us with the statements* that we asked for. I 
will just enumerate them. There is first of all a 
joint memorandum by the Admiralty, the War 
Office and the Air Ministry in reference to the 
increase of efficiency in the supply of armaments. 
There is a memorandum by the Admiralty, the War 
Office and the Air Jlinistry on the proposal to set 
up a National Armaments Board. There is a joint 
memorandum by the Admiralty, War Office and 
Air Ministry, in consultation with the Board of 
Trade, on the proposals for partial nationalisation 
of the armaments industry. There is a memoran- 
dum by the Admiralty on the cost of nationalisa- 
tion, a memorandum by the War Office on the same 
subject, and also a memorandum by the Air Minis- 
try on the same subject. There is a memorandum 
by the Admiralty on comparative costs of building 


* See p. 687. 


war vessels in His Majesty’s dockj’ards and in pri- 
vate yards, and a memorandum by the War Office 
on comparative costs of production of armaments by 
government establishments and private firms. There 
is a memorandum by the Admiralty on contracts 
for armaments, and a memorandum by the War 
Office on the same subject, and a memorandum by the 
Air Ministry on the same subject. There is a joint 
memorandum by the Admiralty, War Office and Air 
Ministry on allegations of bribery, a joint memorandum 
by the Admiralty, War Office and Air Slinistry on 
inventors in the service of His Majesty’s Government, 
and lastly there is a joint memorandum by the 
Admiralty, War Office and Air Ministry on the 
question of secrecy of government designs under 
private manufacture. Now, gentlemen, if it would 
suit you, I think that the method of dealing with 
these memoranda that we should prefer would be 
that someone should read to us each memorandum 
separately and deal with each one separately, and 
then any member of the Commission might ask any 
question he thought fit. Does that meet with your 
approval? Then would somebody begin by reading 
the first one. 


The following memoranduni was read: 

I. CERTAIN SUGGESTIONS MADE BEFORE THE ROYAL COMMISSION FOR THE 
INCREASE OF EFFICIENCY IN THE SUPPLY OF ARMAMENTS. 


JOINT MEMORANDUM BY THE ADMIRALTY, 

1. Mr. Walton Newbold has suggested a drastic 
redistribution of our factory organisation. He also 
advocates the purchase and storage of certain re- 
serves of ores and metals, in case of a partial 
blockade of this country. The security of the supply 
of raw materials from abroad is a problem which 
is continually under review by the departments con- 
cerned, and it is presumed that the Royal Commis- 
sion do not desire to know what precisely are the 
arrangements made and the precautions taken. 

2 . But the chief proposal put forward by Mr. 
Newbold is that which relates to redistribution and 
re-organisation. He suggests that a large number of 


THE WAR OFFICE AND THi-: AIR MINISTRY 
small manufacturing units should he prepared in 
.widely scattered spots at various stages of readiness 
from paper plans to completely equipped factories. 
Moreover, since the money market would be unlikely 
to provide funds for private enterprise to erect 
these, they should be built and owned by the state. 
The chief — if not, indeed, the only — reason given for 
erecting most of these in peace and for splitting 
the factories into small and scattered units is the 
danger of aerial attack. It is unnecessary to state 
that this danger is under continuous consideration 
by the departments concerned. The matter is of 
great intricacy ; it is necessary to determine the 
relative immunity of various localities, and, that 
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being determined, to balance against that factor the 
needs of industrial co-ordination, of accessibility, of 
labour supply, and indeed of the whole organisation 
and co-ordination of armament supply in general. 
The question of the amount of risk to be taken is 
ultimately one of policy on which it is not 'possible 
for the departments to make any pronouncement. 
Moreover, Mr. Newbold’s plan appears to involve the 
withdrawal of private industry to a considerable 
degree from active participation in defence prepara- 
tions. This would involve a diminution in the skilled 
labour available ; and a quantity of empty factories, 
however up-to-date in equipment, is of little use 
without the labour required to operate them. 

3. Sir Eric Geddes and Admiral Bacon have 
advocated the setting up of a “ shadow ” ministry 
of munitions and General Bingham also mentioned 
such a proposal. The Commission are aware, from 
the statement made to them by the Secretary of 
the Committee of Imperial Defence, of the general 
lines on which the control and planning of arma- 
ments supply is now organised. As regards the 
actual personnel to be employed in the departments 
or department during a war, with which Admiral 
Bacon’s evidence was largely concerned, the subject 
falls within the general problem of the expansion of 
government departments in war. In this connec- 
tion the need of keeping in close touch with the 
leaders of industry has by no means been lost sight 
of, and the government frequently has the benefit 
of the advice of such persons, either from time to 
time or on a continuous 'basis. Some of the witnesses 
do not seem to be aware of the very large amount of 


discussion and consultation on the problem which is 
proceeding day by day and the extent to which 
men with practical business experience are engaged 
in it. The planning of the organisation of industry 
for munition production in time of war, mentioned 
by Sir Eric Geddes, is a task to which the appro- 
priate organ of the Committee of Imperial Defence 
is applying itself, and the machinery at its disposal 
appears to be performing its functions satisfactorily; 
if necessary, it will, no doubt, be developed to 
overcome any deficiencies which become apparent. 

4 . In the course of his evidence (which is entirely 
directed to the maintenance of private manufacture 
and ensuring its eflBciency for war expansion), Sir 
Eric Geddes made the interesting su gg estion that 
it would be well worth while to set up a research 
laboratory to make sure that the possibilities of mass 
production were fully taken into account in con- 
sidering any invention, and to work out in detail 
the precise manufacturing procedure of maximum 
simplicity by which the stores in question should be 
pi*oduced in quantity. The necessity of having 
detailed descriptions of the stores to be produced 
by private industry in war is fully realised, and 
work is proceeding on these lines in the preparation 
of very detailed manuals describing the process of 
manufacture of warlike stores. Further, the ex- 
ploration of more effective means of production and 
improved machinery has not been lost sight of. But 
Sir Eric’s very full exposition suggests further possi- 
bilities that merit, of course, careful consideration in 
the proper quarter. His proposals would involve 
expenditure which up to date has not been possible. 


4472. Chairman: There is only one question I 

wanted to ask and that is by way of explanation. 
It is in the last four lines of your paragraph 3, 
where you say; “The planning of the organisation 
of industry for munition production in time of war, 
mentioned by Sir Eric Geddes, is a task to which 
the appropriate organ of the Committee of Imperial 
Defence is applying itself.’’ What is meant by 
the word “ organ ”? 

Sir Hugh Elies: That is the Supply Board. 
I think Sir Maurice Hankey explained the organisa- 
tion of that. 

4473. Chairman : You call it an organ. I thought 
perhaps it was a publication. It is a department. 

Sir Hugh Elies : It is a committee, 

4474. Chairman : May I take it in this case and in 
the others that this represents the considered view 
of these departments? That is correct, is it? 

Sir Hugh Elies : Yes. 

4475. Chairman : After consideration of the evi- 

dence that has been given before this Commission? 

Sir Hugh Elies : There is one point. Some of 
these memoranda were prepared nearly a year ago; 
some more recently. They are not entirely up-to- 
date in the light of evidence given subsequently to 
their preparation. It has not been possible to do 
that, I think. 

4476. Chairman : But you have considered the evi- 
dence which has been given subsequently? 

Sir Hugh Elies: Oh, yes. 

4477. Chairman : And you have not considered it 
necessary or desirable to alter this in any way? 

Sir Hugh Elies : No, I think that is correct. 

4478. Chairman: I mean, is it still the view, in 
spite of the fact that it was prepared before all the 
evidence had been given? 

Sir Hugh Elies : It is rather difficult to say. 
I could not say in every case. These memoranda 
were drawn up by inter-departmental committees in 
the stress of a good deal of other work and I 
cannot say that they are up-to-date in every in- 
stance ; hut broadly they do state the opinion of 
the three departments. 

4479. Sir Thomas Allen : You do say in the con- 
cluding paragraph of the sentence referred to by 


the Chairman that this organisation, whatever merits 
it may have, “ appears to be performing its func- 
tions satisfactorily Now 1 take it that upon that 
organisation or committee all the three services are 
represented ? 

Sir Hugh Elies : That is so. 

4480. Sir Thomas Allen : And you would know really 
what is happening and what preparations are being 
made. That word “ appears ’’ seems to us to bo 
rather vague and leaves a doubt in our own minds 
as to whether the services are satisfied with the pro- 
gress that is being made. 

Sir Hugh Elies : All of us on this front bench 
are on that committee. 

4481. Sir Thomas Allen: Could you modify that word 
“ appears ” for us in any way and give us some 
stronger assurance with regard to the position? 

Sir Hugh Elies : 1 think we could say “ is ’’. 
I think my colleagues would agree to that. 

Sir Walter Jenkins : Certainly. Of course, 
since this memorandum was written we have had a 
minister appointed for the co-ordination of defence, 
and he has made a certain amount of headway in 
handling the matters referred to in this organisation. 

4482. Sir Thomas Allen : Would the Minister for 
Co-ordination of Defence he acting entirely inde- 
pendently of the Defence Committee as now estab- 
lished? 

Sir Walter Jenkins: No, certainly not. 

4483. Sir Thomas Allen: In co-operation? 

Sir Walter Jenkins: In co-operation. 

4484. Professor Gutteridge: Have you been 

hampered at all by financial considerations? I am 
referring to the concluding words of this section. 
When you are considering Sir Eric Geddes’ pro- 
posals you seem to think that yoii would rather like 
them but you are afraid you cannot get the money 
for them. 

Sir Hugh Elies : Not now. To have that in 
operation now it would have had to be started three 
or four years ago. At that time there would not 
have been a hope of getting the money for it. All 
research establishments, for example, in 1931 had 
an arbitrary cut put upon them. 
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4485. Professor Guiteridge ■■ Yes. You use the words 
“ up to date.” That is what is puzzling me a little 
bit. 

Sir Hugh Elies : . I think we could get the 
money for that now. 

4486. Professor Guiteridge •. You could if necessary? 

iSir Hugh Elies: Yes, if necessary. 

4487. Sir Thomas Allen : But what is there in Sir 
Eric’s suggestion which involves very huge and 
insurmountable expense? I see that in answering 
Dame Rachel, when she queried him in respect to 
his plan, he said, “ If needed suddenly for war 
so that you know what tools, jigs and gauges will 
be necessary for quickly increased output so that 
producers can jump promptly into production, you 
supply the jigs and gauges and put them on to the 
machines, your gauges are all got ready for you, 
planning all the things which the Ministry did in 
the middle of the War, arranging these things 
that are essential and programming to ensure that 
nothing like what happened in the last war should 
again happen.” Where is the expense involved in 
the planning arrangements as suggested by Sir Eric 
that is insurmountable from the expense point of 
view, in your view? 

Sir Hugh Elies : There is no expense in the 
planning. 

4488. Sir Thomas Allen: What he really asked for 
is to be ready. 

Sir Hugh Elies : To be ready, yes. He de- 
manded a research laboratory, which means a build- 
ing and new plant. That means staff. That is 
where the expense comes in. What it would be 
I am not prepared to say. 

4489. Sir Thomas Allen: Have you any idea? 

Sir Hugh Elies : Not the least. It is not 
insurmountable. 

4490. Sir Thomas Allen: Surely in view of the 

enormous national expenditure as contemplated it 
would be a very infinitesimal item, would it not? 

Sir Hugh Elies : It would. 

4491. Sir Thomas Allen: And reasonable to ask for 
in the way of preparation? 

Sir Hugh Elies : Yes. 

4492. Professor Guiteridge : I gather you are in 
favour of it from the tenor of this? 

Sir Hugh Elies: I am, yes. 

4493. Mr. Spender : Do you mean that that pro- 
posal is now actually under consideration? 

Sir Hugh Elies : It is actually under con- 
sideration. You will probably like to hear from the 
Director of Ordnance Factories what actually is 
going on in that direction and has been going on 
for some time. 

4494. Sir Thomas Allen : Sir Eric rather gave us the 
impression that his proiposal would be an economy 
and a simplification of many services now scattered, 
which would not, except temporarily, involve a larger 
but rather a smaller expense. 'That is the im- 
pression he gave us. 

Sir lieginald Toicnsend : There may be a little 
confusion over the expression ” research laboratory.” 
I am taking it for the moment to moan manufac- 
turing research. I think that that was perhaps 
how the evidence was given. 

4495. Professor Gtdieridge : I think what he meant 
was putting mass production to the test. 

Sir Beginald Tow-nsend : The Ordnance Fac- 
tories at their minimum numbers are the lowest 
from which we can expand for production and the 
lowest point at which we can keep the various crafts 
alive to keep up our various productions. We carry 
out in the Ordnance Factories a large amount of 
experimental work which is somewhat on the same 
basis; and I might add that the Ordnance Factories 
are generally for all intents and purposes fairly large 
manufacturing research departments. We carry out 
a considerable amount of experimental work, and 
where the work lends itself we confine shops entirely 
to experimental work, such as the experimental 
fuse shop, the experimental tank and carriage shop, 


and the exiperimental shell and bomb shop. As 
regards the development of manufacture, we natur- 
ally carry it out at the earlier stages on what one 
might term a semi-tool room or semi-mass produc- 
tion method, and subsequently we lay it out on 
mass production methods, setting out and studying 
operation times, processes, and so forth. 

As regards certain other types of work, such as 
the manufacture or experimental manufacture of 
big guns, you will naturally appreciate that this 
does not lend itself to an experimental shop pure 
and simple, as the plant is so- expensive and large 
that we have to carry it out on the ordinary pro- 
duction plant. That, I think, is obviously inherent 
in the job. Another point is that when the job 
has passed from the experimental to the accepted 
stage in the service as a store, when made in the 
Ordnance Factories from the drawings, the superin- 
tendent of the particular factory examines the 
drawings from the manufacturing point of view 
and certifies them from that point of view to cover 
manufacturing difficulties. We have, of course, 
many instances whei'e we lay out first of all on 
semi-mass production lines and then mass produc- 
tion lines, such as rifle, T.N.T. plant, and so on. 

A further point which has been raised this morn- 
ing is with regard to the manufacturing information. 
We have a special section under this directorate for 
the preparation of process manuals. These process 
manuals are intended to act as a guide to those 
manufacturers who are not familiar with armament 
manufacture. They set out in addition to the 
sequence of operations the class of labour involved, 
the operation times, the type of plant involved, the 
jigs, tools and gauges with the necessary dra.wings 
and -blue prints and also the material. In that con- 
nection I have brought two process manuals {handed 
in), one for empty shells, one for fuses, which I 
thought the Commission might like to look at. 

4496. Sir Philip Gibhs : How recent are they? 

Sir Beginald Toxvnsend : They are up to date. 

4497. Sir Philip Gibbs: How long have you been 
preparing these manuals? 

Sir Beginal-d Townsend : We started some five 
years ago. 

4498. Sir Philip Gibbs: As long as that? 

Sir Beginald Toumsend: Unhurried. 

4499. Professor Guiteridge : Do you do this 

spasmodically? 

Sir Beginald Townsend: We have an expert 
staff continuously on it. 

4500. Professor Guiteridge: Working all the time? 

Sir Beginald Toumsend : Yes, a highly trained 

technical staff. 

4501. Sir Thomas Allen: The position has materially 
altered since Sir Eric Geddes’ time? 

iSlir Beginald Townsend : Entirely. 

4502. Sir Thomas Allen: Because he does say, 

” They never had anybody who understood mass 
production to look at any of their articles.” 

Sir Beginald Toumsend : Well, I cannot ex- 
press an opinion on that; I was not in the govern- 
ment service at that time; hut I should doubt that 
statement very much. 

4503. Sir Thomas Allen : Well, your answer to it is 
that the position has considerably altered since that 
time ? 

Sir Beginald Townsend : Well, we are doing 
it to-day, I can say. May I add one other remark, 
that the use of these process manuals is supple- 
mented by personal contact between the manufac- 
turers and these particular experts who keep them 
up to date. The position with regard to premises 
which is rather vital is that our experts, through 
the directorate of contracts, arrange to visit the 
firms, they discuss with the firms the type of manu- 
facture that is suitable, they also discuss the plant 
required and the plant the firm have, and sub- 
.sequently agree with the firm as to the type of 
article and the quantities they should manufacture 
in emergency. 
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4504. Sir Philip Gihbs ; Can an ordinary engineer- 
ing firm have one of these manuals and produce the 
goods after some advice? 

Sir Begin<ild Townsend: Yes, if it is suitable 
for that type of work. 

4505. Professor Gutteridge : May I ask you one 

other question on this? As I understand it, you 

only make certain kinds of armament in the 

Ordnance Factories; there are certain things which 
you do not make? 

Sir Eegimild Townsend : We make most things 
apart from certain special stores. We do not make 
optical stores; we do not make electrical work. 

4506. Professor Gutteridge : Do not think I am 

casting any reflection on your methods or anything 
of that kind, only I am wondering if there is a gap 
or not, if there are certain types of armament which 
are not covered by this excellent service which you 
have detailed to us. 

Sir Eeginuld Townsend : In point of fact we 
make almost everything. There was one type which 
we did not make, but in that case we went out and 
arranged with the trade who made this particular 
type and we created the process specification. It 
was to cover that particular gap. 

4507. Professor Gutteridge : I am limiting myself to 
what is not covered for the moment. You are satis- 
fied in your own mind that the system you have 
adopted covers everything that is required to be 
made by mass production? 

Sir Peginald Townsend: Yes, I think so, and 
not only by mass production but by semi-mass pro- 
duction, because many of our stores are not mass 
production. 

4508. Chairman: 1 want to ask, if I may, about 
these manuals. I have been handed up these two 
manuals. They are marked “ Secret.” Are they 
now available for the private firms or are they only 
to be issued in case of emergency? 

Sir Eeginald Townsend : In the case of a 
private firm that is scheduled to make a certain 
article they may hold one of those. They hold one 
of those in secret as a secret document. 

4509. Chairman : But I mean, have they been issued 
for some time past or only quite recently to any 
private firm ? 

Sir Peginald Townsend ; The last four years. 

4510. Chairman : In that sense you have been work- 
ing in collaboration with private firms? 

Sir Reginald Townsend : Definitely, for four 
or five years. The first year was more or less occu- 
pied in making up the documents. After that we 
started to visit the trade. 


4511. Sir Ph ilip Gibbs : tSir Maurice Hankey sug- 
gested that there were various articles which were 
not made at Woolwich for army purposes, but I 
imagine that you could make those articles if they 
were required? 

Sir Reginald Townsend : It would be rather 
difficult. They are rather of a sx)ecialist nature, 
like, I would suggest, optical supplies, wireless and 
electrical apparatus. 

4512. Sir Philip Gibbs: In regard to gun mount- 
ings and so forth, you could make the very large- 
sized mountings if j'ou required to do so? 

Sir Reginald Townsend: Well, we make the 
16-in. guns, we make the transferable mounting. 
It is possible, I suppose, to make the non- 
transferable, but it would cost a certain amount of 
money for pits and so forth. 

4513. Professor Gutteridge : I suppose in the case 
of gun sights, for instance, you would have to 
adopt some other method; the method which you 
have outlined would not be a/pplicable in the case 
of highly technical stores of that kind? 

Sir Reginald Townsend: That is so. 

4514. Sir Thomas Allen: Then we may take it 

that Sir Eric Geddes’ position in this respect is 
met when he says they would be doing original 
research work in your manufacturing methods with 
a view to organising mass production? 

Sir Reginald Townsend: Definitely, all that 
class of work which we manufacture. 

4515. Sir Renneth Lee : May I ask whether your 
committee deals with questions of priority? 

Sir Hugh Elies: Yes, it will deal with ques- 
tions of priority. Up to date they have not arisen. 
W^e have no doubt that it will deal with them. 

4516. Sir Kenneth Lee: But would the committee 

Itself be entitled to say to one department. “ You 
have second or third priority”? 

Sir Hugh Elies : The committee really would 
allot suitable firms to departments, and as far as 
possible we try not to tread on each other’s toes; 
but there may possibly arise a shortage of any par- 
ticular commodity, it may be in the half-raw stage 
or it might even he in the raw stage, and the 
committee, I take it, now under the Minister for 
Co-ordination, who is the chairman of it, would 
give the priority subject to the government. 

4517. Sir Kenneth Lee: It is intended that he 
should do that work? 

Sir Hugh Elies : Yes. 

4518. Chairman: Thank you. Well, I think that 
finishes your first memorandum, and now we will 
take the second one, the proposal to set up a 
National Armaments Board. 


The following memorandum was read: 


II. THE PROPOSAL TO SET UP A NATIONAL ARMAMENTS BOARD. 

JOINT MEMORANDUM BY THE ADMIRALTY, THE WAR OFFICE AND THE AIR MINISTRY. 


1. As envisaged by the League of Nations Union, 
the National Armaments Board would be : 

(а) A non-political body and free from political 
influence and control. 

(б) Composed largely, it is suggested, of persons 
having no connection with the three Services. 

(c) Charged with the duty of placing orders 
with government factories and private factories 
licensed by the Board, and with inspection. 

(d) Charged with the duty of acting as agents 
for the similar Boards set up in other countries. 

These functions appear open to grave objections. 

2. If 1 (a) above means, as it apparently does, that 
the Board would not be answerable to Parliament 
through a Minister, it is surely out of the question. 
It is inconceivable that Parliament would surrender 
all control of a vast spending department. 

3. If the majority of membera have no service 
experience nor, it is presumed, experience of arma- 
ment firms, it is difficult to see how the Board 


could be considered competent to do its work. In- 
deed, it seem.s probable that it would tend to ignore 
its first duty, the provision of material for the safe 
defence of the country. 

4 . It is prcqiosed that the Board shall take over 
the existing contracts machinery of the three Ser- 
vices, and be responsible for the placing of all orders. 
There is a suggestion that this course would eliminate 
the discrimination which it is alleged has been made 
by departmental officers in the allocation of orders 
to private firms. For the purpose of the present 
memorandum the emptiness of the allegation may be 
disregarded. The immediate point is that it is not 
clear why the alleged methods of the existing con- 
tracts departments should be changed on transfer 
from ministerial control to the control of a National 
Board. If the suggestion is that the change in the 
heads, under whom the contracts department were 
to work, would result in such a change of methods, 
somewhat more definite reasons for this suggestion 
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than have as yet been adduced seem necessary. It 
is hardly reasonable to suppose that a Board, with 
its unfettered powers and with no responsibility to 
Parliament, would be less liable to improper influence 
than Ministers of the Crown responsible to Parlia- 
ment for the work and methods of their depart- 
ments. 

5. The Board would control supply and inspection, 
but not design. This division between insipection 
and design might prove embarrassing ; indeed the 
user departments might have to duplicate the 
machinery for inspection. 

6. There are strong objections against the divorce 
between supplier and user entailed by the scheme. 
At present the responsibility for the supply of arma- 
ments rests upon the service departments, who use 
them. Tho design of a warship, for example, is 
based upon the most careful analysis of staff re- 
quirements, which in its turn is based upon analyses 
of exercises, foreign progress, tactics as determined 
by progress in weapon design and other considera- 
tions, which are related to the technical possibilities 
within the available tonnage (at present limited by 
treaty) by close discussion with the naval architects 
in the Directorate of Naval Construction. These 
architects in their turn have to maintain the closest 
collaboration with other departments responsible for 
the design of important parts of the ship, such as 
her engines or armaments. It would be impossible 
for this complex and vital task to be carried out 
satisfactorily by an authority which had no respon- 
sibility for fighting the ships at sea, and no direct 
communication even with the staffs afloat. It is 
pertinent to recall that in 1891 it was found im- 
perative in the interests of efficiency, to transfer 
responsibility for the supply of naval guns to the 
users, i.e., the Admiralty, and that a similar course 
was taken in respect of torpedoes in 1910-12. 

7. Again, it not infrequently happens that a de- 
fect is discovered in an aircraft in service which 
necessitates all the aircraft of that type being sus- 
pended from flying until the defect is remedied by 
the introduction, and incorporation into the aircraft 
in service, of an appropriate modification. It would 
be intolerable to have to resort to an independent 
Armaments Board before such action could be taken. 
Such modifications affect not only existing aircraft 
but also those under construction and often involve 
considerable expenditure, which is, however, necessary 
in the interests of the safety of flying personnel. 

8. It is not disputed that proper co-ordination 
between the departments must be maintained. It 
is, indeed, an essential feature of their existing 
practice and there is in being an elaborate and 


active organisation to that end now under the con- 
trol of a Minister specially appointed for the co- 
ordination of the Services. Moreover, circumstances 
might well arise which would render it necessary 
to consider the setting up of a central organisation 
to control the supply of certain classes of armament 
stores and their means of production. In such cir- 
cumstances, in the case of stores of a fairly standard- 
ised pattern, which are produced in large quantitiee 
by many manufacturing units, there may be a pre- 
ponderance of advantages in centralised control and 
mass production. 

9. But the considerations which, in special cir- 
cumstances, may apply to certain mass-production 
stores of a common type do not apply and, so far 
as can be seen, never will apply to a large range 
of vitally important armaments, even though the 
means and sources of production may have to be 
controlled. As has been explained, it is a matter of 
the first importance to keep in continuous touch 
the technical and engineering resources of the country 
on the one hand, and the day-to-day experience and 
knowledge of war requirements possessed by the 
Services on the other. To interpose an independent 
authority with no knowledge of either would con- 
stitute a serious and probably crippling handicap to 
the defence services both in peace and war. This is 
especially so at a time like the present when technical 
advance is revolutionising the conduct of war, and 
when national security depends more than ever upon 
keeping abreast of the times. 

10 . The scheme really amounts to a stage in the 
internationalisation of the supply and control of 
armaments, and the failure hitherto to achieve even 
a modest measure of international control of the 
traffic in arms does not augur well for its practic- 
ability. It may well be asked what reason there is 
to suppose that the establishment of Armament 
Boards in different countries would eliminate com- 
petition between them, not merely for orders which 
another country wishes to place abroad, but for the 
political influence which w'ould flow from such inter- 
government supplies. The proper correlation of 
national and international orders would offer count- 
less difficulties and the Board would tend to become 
preoccupied with such problems to the prejudice of 
national defence. 

11 . The essential needs of national defence seem, 
in the proposal, to have been entirely subordinated 
to a desire to eliminate evils, the existence of which 
in the present system appears to have been as little 
established as has the prospect of immunity, under 
the suggested scheme, from evils perhaps graver 
than those now alleged to obtain. 


4519. Chairman : This memorandum does not appear 
to be open to an objection that it is not up-to-date, 
because it refers only to the evidence of the League 
of Nations Union, which was given before this 
memorandum w'as prepared. 

Sir Hugh Elies : That is correct. 

Chairman: I have no question to ask. I do 
not know whether anyone wishes to ask a question 
on this.P 

4520. Sir Thomas Allen : Do you see the utility of 
such a board, given proper safeguards and pro- 
vision for the three services to be adequately repre- 
sented? I see one of your strong objections is 
that there is practically no place for the services, 
although in i)aragraph 1 (b) it says, “composed 
largely, it is suggested, of persons having no con- 
nection with the three services.” I remember 
putting a question up to Lord Cecil on that very 
point, and his answer was that he thought it was 
proper that representatives of the services should 
be on this board but they would be there more in 
an advisory capacity, I take it something in the 
way that they will’ be now under the co-ordinating 
minister; they will put up their case and it will 


be considered on its merits. Do j'ou see any modi- 
fication, say, where such a board would be very 
serviceable and desirable on the lines of the 
Ministry of Munitions P 

Sir Sxcgh Elies : No, Sir. Of course, the ques- 
tion of the Ministry of Munitions is a very difficult 
one. I can see no advantage in a board of this 
kind. The great objection always has been the inter- 
position of a body between the user and the supplier. 
That is our point, and if that can be avoided we all 
think it should be avoided from the point of view of 
efficient supply of the right sort of armaments. 

4521. Mr. Spender: But you say, do you not, that 

there is for all practical present purposes such a 
board now in existence 

Sir Hugh Elies: Ob, no. 

4522. Mr. Spender : — only you regard it as an 
expert board, combining users and manufacturers. 

Sir Hugh Elies : The board that exists is not 
an executive board such as this proposal mentions, 
which is an executive board actually placing con- 
tracts and taking over the contracts departments of 
the ministries. 
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4523. Mt. Spender : You think an advisory board is 
sufficient .P 

Sir Hugh Elies : Yes. 

4524. Chairman: You do not want this class of board 
at all? 

Sir Hugh Elies : No, not at all. 

4525. Professor Gutteridge : I do not know whether 
you have directed your attention to this little mono- 
graph by Colonel Carnegie called The Arms Industry? 

Sir Hugh Elies : I have not seen it for a long 

time. 

4526. Secretary : It is his latest production. 

Sir Hugh Elies: No, I have not seen it. 

4527. Professor Gutteridge : That has not been con- 
sidered by you ? 

Sir Hugh Elies : No. 

Professor Gutteridge : Because I am rather in- 
clined to think that he somewhat modifies his scheme 
in that. It is very complicated. 

452S. Sir Philip Gibbs : Is not your opinion rather 
directed to peace conditions than to the expansion 
which would be immediately necessary in the case of 
a great war, and in that case is not an executive 
board immediately essential? 

Sir Hugh Elies: I do not think necessarily. I 
really cannot see what function this board is going 
to perform. 

4529. Sir Philip Gibbs : Is not there a great difficulty 
about the allocation of orders between the services, 
for instance, in a time of rapid expansion? 

Sir Hugh Elies : We hope there will not be, 
and that is what the central co-ordinating com- 
mittee is for — to allocate the resources to demand 
between the three services. That is its principal 
function. 

4530. Dame Sachel Croicdy : There was in fact great 
difficulty about the allocation of orders in the last 
war, was there not? 

Sir Hugh Elies: Yes, in fact there was. There 
were a number of bottle-necks which were not fore- 
seen. There was no such committee. 

Sir Reginald Townsend: Nor had the prepara- 
tory work been done that has been done now. 

4531. Sir Thomas Allen : Following up the points 
submitted by Sir Philip, I notice that on 15th May 
of last year Lord Mottistone, w'ho was at one time, 
as Colonel Seely, Secretary for War, said in the 
course of his speech that as Secretary for War he 
had found defence distracted by departmental fric- 
tion, and that rearmament should be carried out 
on a properly organised and therefore commercial 
basis. Now I take it that was in the mind of Lord 
Cecil and his Committee when they conceived the idea 
of this armaments board. Do you see anything in 
what Lord Mottistone said at all? 

Sir Hugh Elies: Lord Mottistone’s experience 
is between 20 and 24 years old. 

4532. Sir Thomas Allen : And would not apply to 
to-day P 

Sir Hugh Elies : No. 

4533. Sir Thomas Allen :. There is only one other 
question on this memorandum that I want to ask. 
It is paragraph 11, I think, where you say the evils 
of the present system “ appear to have been as little 
established as has the prospect of immunity, under 
the suggested scheme, from evils perhaps graver than 
those now alleged to obtain ”. When you speak of the 
evils not being established, are you speaking in respect 
to the evidence that we have received as a Com- 
mission or are they out of your own experience? 

Sir Hugh Elies : Oh, no, out of the allegations 
made before this Commission. 

4534. Sir Thomas Allen: Your view is that they have 
not been established? 

Sir Hugh Elies : Well, Sir, they are sub judice, 
are they not? 

4535. Chairman: I think we ought to bring this 
back to the right perspective because you are only 
dealing now with a board which it was suggested 
should be set up in peace-time. That was the pro- 
posal of the League of Nations Union, that a board 


was to be set up in peace-time. Sir Philip asked 
you about the case of war. Of course, that is quite 
different; but this proposed board was to be set up 
in peace-time. That is so, is it not, and you are 
dealing with it on that footing? 

Sir Hugh Elies : Yes. 

Chairman : You see it is quite plain, because 
under paragraph 1 (d) this particular board they 
suggest is to be charged with the duty of acting as 
agents for the similar boards set up in other coun- 
tries, which, of course, is a peace-time operation if 
it could be carried out at all. 

4536. Sir Philip Gibbs : Might I ask you whether 
you think that the Ministry of Munitions was neces- 
sary and efficient during the Great War? That is 
a rather general question. 

Sir Hugh Elies : It is a difficult question to 
answer. It was in the circumstances at the time 
necessary, apparently. I had nothing to do with it. 
It appears from what I have read to have been 
definitely necessary. 

4537. Sir Philip Gibbs : What t wanted to ask you 
was, if the Ministry of Munitions was necessary in 
the Great War and if it was efficient, do not you 
think that it is arguable that it would he a good 
thing to set \ip a similar body in time of peace 
which would then immediately fimctiou in case of 
w'ar ? 

Sir Hugh Elies: It has been argued a great 

deal. 

4538. Sir Philip Gibbs: It is, I grant, a very 
theoretical question. Might I ask you one other 
question which is also rather general? Do not you 
think with regard to paragraph 10, in which you 
talk aboTit the traffic in arms — do not you think from 
the service point of view that the government ought 
to have a closer control over the sale of weapons of 
war by private industry? 

Sir Hugh Elies: There is a very strong 
licensing system. 

Mr. Bovenschen: I should say the government 
already had a very strong control. 

4539. Sir Philip Gibbs: They have a strong licensing 
system ? 

Mr. Bovenschen : Yes. 

4540. Sir Philip Gibbs : But that licensing system 
does not seem to prevent a very great sale of 
weapons of war abroad, and I was wondering whether 
you think from a service point of view that that 
sale of our latest types of weapons has any reper- 
cussions on your duties? 

Sir Reginald Townsend : I hope there is no 
sale of the most recent types of weapons if there 
is any question of secrecy. In fact we are sure there 
is not. 

4541. Sir Philip Gibbs : Well, there is a certain 
amount of evidence that immediately prior to the 
Great War our most modern types of weapons were 
being sold to other countries. 

Sir Reginald Townsend : That is a great many 
years ago. 

^42. Sir Philip Gibbs: Yes. I think also there 
is a certain amount of evidence before this Com- 
mission that our most recent discoveries _ in such 
things as armour-piercing shells are available to 
foreign countries. 

Sir Reginald Henderson : I suppose you are 
really referring to Hadfield’s shell that was dis- 
cussed. There was no secret patent taken out for 
Hadfield’s relieved adapter. It was decided hy the 
Board of Admiralty in 1930 that although this was 
an advance in shell it was not such an advance 
that in possibly a year’s time other nations would 
not be able to find it out for themselves, and that 
was the reason why we came to the conclusion that 
there was no necessity to take out a secret patent. 
I say undoubtedly it was a better shell but it was 
not a thing that could be kept secret for ever. 
The Board of Admiralty studied it very consider- 
ably and said, “ Well, this is not fit to take out 
a secret patent for and we do not want to paj 
for it if we can avoid it,” and it was really o 
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question of finance with the chance that this shell 
would normally be discovered by any other country. 

4543. Chairma/n,: But that was not any fault of 

the licensing system j that was done deliberately? 

Sir Reginald Henderson : Done deliberately. 

4544. Chairman : And done after consideration ? 

Sir Reginald Henderson : After consideration. 

4545. Frofessor Gutteridge: It would have been done 
if the industry had been nationalised, I take it? 

It might have happened if the industry had been 
nationalised ? 

Sir Reginald Henderson: I suppose if the in- 
dustry was nationalised and came under govern- 
ment control there would be no question of a secret 
patent then, because it would be your own. 

4546. Chairman: I think what the Professor means 
is that it would have gone out of the country in 
just the same way if the manufacture had been 
nationalised ? 

Sir Reginald He-nderson: If the service de- 
partment allowed it to go out, Sir. 

4547. Chairman : They would have allowed it in the 
same way as they did in fact in this case? 

Sir Reginaid Henderson: Yes, I should think 
they would. 

4548. Sir Fhilip Gibbs : Might I ask if the service 
departments have any objection to our modern 
types of weapons being sold freely abroad? 

Sir Reginald Henderson: I think the case is 
this, that they are not sold freely abroad. If any 
arm or weapon goes out of this country it has 
first been through the licensing procedure and it 
has passed through the technical heads of one of 
the ministries as to whether they will allow it to 
go. For instance, if any country you like, say, 
Ecuador, wants to buy something, we will say from 
any particular firm in this country, that firm will 
come to the department j if it happens to be the 
Admiralty he will come and see me, and I say, 

“ No, that is not to go.” 

4549. Sir Philip Gibbs: Are there many types of 
weapons upon which you do place a restriction? 

Sir Reginald Henderson: Oh, yes. 

4550. Mr. Spender: If you constitute it a secret 
patent then you buy it for the government? 

Sir Reginald Henderson : Yes, that is so. 

4551. Mr. Spender: But if you do not treat it as 
a secret patent you still under licence can pre- 
vent its going abroad? 

Sir Reginald Henderson: Yes, we could cer- 
tainly prevent it going abroad, but I would much 
rather prevent it being built by the country abroad. 

4552. Chairman: You could not prevent that by 
licence? 

Sir Reginald Henderson: No, I think a firm 
could go and set up an establishment in Belgium 
to build for them. I could not stop them doing 
that. 

4653. Mr. Spender : You mean a British firm could 
do that? 

Sir Reginald Henderson : Yes. 

4654. Mr. Spender : That is a point which has been 
brought homo to us on several occasions, that there 
is this point of leakage, that there is nothing in 
the present machinery which can prevent a firm 
going abroad, setting up a factory and escaping 
our network of licences. 

Sir Reginald Henderson: Exactly. There is, 
of course, the Ofiicial Secrets Act. 

4555. Mr. Spender : But can you apply the Official 
Secrets Act to a firm operating abroad? 

Sir Reginald Henderson : If we say this is 
a secret thing the firm do not manufacture it abroad. 
If we say we do not mind about it they can 
do it. 

4556. Mr. Spender : That brings us back to this 
point, that you have got to treat it as a secret 
patent and paj' for it? 

Sir Reginald Henderson : No, not necessarily 
pay for it. 


{^Continued. 


4557. Mr. Spender : You can do it without paying 
for it? 

Professor Gutteridge : You can stop it with- 
out payment? 

Sir Reginald Henderson : Yes. 

4558. Professor Gutteridge : Might I ask you one 
other question? It has been suggested to us by at 
least one witness who came before us that auy mili- 
tary or naval secret becomes more or less public pro- 
perty after two years. Do you agree? 

Sir Reginald Henderson: I do not know. I 
candidly do not know. 

4559. Professor Gutteridge : Anyhow, do you agree 
that you cannot keep a military or a naval secret 
indefinitely ? 

Sir Reginald Henderson : No, I would not say 
that; oh, no. 

4560. Sir Thomas Allen: But secret or otherwise, 
are you at any advantage by export of armaments, 
or do the disadvantages outweigh the advantages, 
speaking generally? 

Sir Reginald Henderson : Individually, as a 
department? 

4561. Sir Thomas Allen: No, I mean from the point 
of view of the three services is the system helpful to 
you or is it disadvantageous? 

Sir Reginald Henderson : Oh, it is definitely 
helpful to the extent that naturally the firms are 
using their own brains to improve things, but it 
does not help us from any other point of view, other 
than keeping labour, and so on, going. 

4562. Sir Thomas Allen: I am speaking now from 
the point of view of defence and the services 
generally. Is it a disadvantage to the services to 
have an export system of armaments? 

Sir Reginald Henderson: Oh, no, it is an 
advantage, a definite advantage. 

4563. Sir Thomas Allen : Would you define in what 
sense it is an advantage ? 

Chairman : The evidence before us is that it 
is essential. It may be right or it may be wrong, 
but that is what is said. 

Sir Reginald Henderson : Well, I say it is 
essential. 

4564. Sir Philip Gibbs: Why? 

Sir Thotnas Allen : How does it help you at 

all? 

Sir Walter Jenkins: WeU, for one thing it 
helps our own manufacturers. 

4565. Sir Thomas Allen: I am not speaking of our 
own manufacturers. I am speaking of the services. 

I quite appreciate that from the point of view of a 
British manufacturer, the more trade he cau do 
the better for his firm. I am speaking now dis- 
tinctly from the point of view of the services, the 
advantages or disadvantages to the services of an 
export system at all. 

Chairman : When you speak of the services you 
mean national defence? 

Sir Thomas Allen: Yes, the three services re- 
presented here to-day. Take, for example, the pre- 
sent position in respect to aeroplanes and the 
answer given in the House of Commons some time 
ago about the increase in the export of aero-engines 
and aeroplanes. As far as my memory goes, the 
answer was that we are supplying 29 different 
nations with aeroplanes. What advantage can that 
be, say? 

Sir Hugh Howding : Perhaps I had better 
answer that. I would like to say that in this 
respect you cannot divorce the interests of the ser- 
vice from that of the manufacturers. The service 
and the manufacturers are one organisation for pro- 
viding material in the case of war, and if, for 
instance, the export of aeroplanes was completely 
banned our resources, our facilities for producing 
aeroplanes, would be by that extent reduced ; and 
it is a very great asset — quite apart from questions 
of prestige, and so on, it is a very great practical 
asset to the service — to have a large and healthy 
aircraft industry. 
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4566. Sir Thomas Allen-. But that large industry 
does supply facilities for other nationalities also? 

Sir Hugh Doicding : Certainly, but those 

facilities could be pinched off in a moment in the 
case of war whereas they are our potential war 
reserve. 

4567. Sir Philip Gibbs: But if you are increasing 
the number of aircraft possessed by a nation which 
might be a potential enemy you have an immediate 
necessity of increasing your aircraft supplies in 
this country, and consequently you get an ever- 
increasing scale necessary. Do you think that is 
good ? 

Sir Hugh Howding : I do not think that is 
quite a fair argument, because if a foreign country 
requires, or thinks it requires, an air force of a 
certain size, we will say 200 or 500 aeroplanes, or 
whatever it may be, their first desire would be to 
make them for themselves if they could, probably. 
Assuming that it is a country which is backward in 
manufacturing facilities, they find that it is neces- 
sary to buy them somewhere else. The 3 ’ will get 
them from some source or another. They will have 
their 500 aeroplanes, or whatever it may be. 

4568. Sir Philip Gibbs : But they will not have our 
best types? 

Sir Hugh Dowding : No, they will have some- 
body else’s types, but they will have 500 aeroplanes, 
and whatever effect that has on the air forces of 
other nations will be the same. 

4569. Sir Philip Gibbs : It does lead, I should 

imagine, to an increasing scale of more efficient 
weapons continually becoming 

Sir Hugh Dowding: Do j’ou mean that they 
perhaps can get something moie efficient from us 
than thej’ could get from any other country ? Is that 
the point? 

4570. Sir Philip Gibbs: Yes; at any rate, we are 
making them a present of our brains. 

Sir Hugh Doivding: No, we are not making 
them a present of our brains. We are selling them 
our brains. 

4571. Sir Philip Gibbs: Yes; but the cost of sale 
might be very severe if they used our brains against 
us. 

Sir Hugh Dowding : If we can isolate the ques- 
tion down to that, whether the fact that by buying 
from this country they will get something so superior 
to anything they could get from another country, 
which is 3 'otir point, I take it 

4572. Sir Philip Gibbs: Yes. 

Sir Hugh Dowding: 1 do not think 

that the difference there — I mean, I like to think 
and say that we make and supply the best material 
in the world, though it is not everybody, perhaps, 
who would agree with me there ; but assuming that 
there is a marked superiority in our goods — 
I do not think that is anything to set off against 
the very great advantage which we obtain by having 
a large and healthy aircraft industry ready for the 
enormous increase in requirements which would be 
necessary at the outbreak of a war. 

4573. Dame liachel Crowdy: You mean from the 
point of view of keeping plant and technical labour 
going ? 

Sir Hugh Dowding : Yes, skilled labour and 

tools. 

4574. Professor Gutteridge : We have been told, I 
think, that as a matter of fact they do not get 
our very latest designs until a certain period has 
elapsed. 

Sir Hugh Dowding: Well, we have rather a 
different system. Would you like me to speak about 
our arrangements? 

4575. Professor Gutteridge: Yes, I would like you 
to explain your system. 

Sir Hugh Doivding: Well, every new aeroplane 
and every new engine goes on to what is called a 
“ secret ” list. That secret list is not published 
anywhere outside the Air Ministry, and the manu- 
facturers know that they are not permitted to 
disclose any details of that aeroplane or engine 


or even its existence in its early stages; any request 
for sale abroad or export would be unhesitatingly 
refused at that stage. Then there comes a stage in 
the life of an aeroplane where it is impossible to 
keep its existence secret any longer. 

4576. Professor Gutteridge : You agree with what 
I was saying just now, that at all events there are 
certain things which you cannot keep secret for 
more than a certain time? 

Sir Hugh Dowding: For more than a certain 
time. You cannot keep secret the existence of a new 
type of aeroplane because it is out on aerodromes 
and flying in the air, and everybody can see it. It 
is no good pretending that that aeroplane does not 
exist. 

4577. Professor Gutteridge : It is a secret de polchi- 
nelle, as thej' say. 

Sir Hugh Dowding: Yes. At that stage as 
regards an aeroplane, at the time when it comes 
out of its shed and first flies, it is put into a some- 
what different category; it comes under the “ part- 
publication ” list, whereby the full details are not 
to be disclosed 

4578. Professor Gutteridge : May I intervene for a 
moment? What I want to know is this: can the 
aeroplane be sold at that stage? 

Sir Hugh Dowding : No aeroplane can be sold 
at any time without permission of the Air Ministry. 

4579. Professor Gutteridge : I did not quite mean 
that. You have got to the second stage now. I am 
not quite clear about this. Is the sale of an aero- 
plane permitted in this second stage which you are 
coming to or not, because I am only interested 
when it comes to be a question of sending our 
aeroplanes abroad. 

Sir Hugh Dowding : I was going to explain. 
At that stage the manufacturers are allowed to dis- 
close the existence of such a machine and to give 
a general description, but not performance figures or 
anything of that sort, and they are allowed to dis- 
cuss the sales with bona fide purchasers, and then 
if they think they have got a bona fide purchaser 
they come to the Air Ministry and ask if they may 
sell such and such a type abroad. Then the matter 
is referred not only to the technical people but to 
the Air Staff and permits may be given or withheld, 
but the general principle which is followed is that 
the service shall have something over a year’s lead 
over other peo,ple. 

4580. Professor Gutteridge : May I ask you a question 
on that? When you are considering these questions 
of sales to other countries, do you bear in mind 
the possibility that that country might sell back 
again to some other country? I mean, what I have 
always had in mind about this is, that it might 
be quite obvious that to sell aeroplanes to Bolivia 
could not hurt us very much because, of course, the 
Bolivians could not attack us right across South 
America and the Atlantic; but one wonders whether 
there is not a certain danger that some of these 
states might purchase these aeroplanes and then 
sell them to some coiuitiy which could use them 
effectively against us. 

Sir Hugh Dowding: Well, that question of 
course has arisen during recent years when there 
were certain countries to whom we were not per- 
mitted to sell warlike stores of any sort; and the 
Director of Contracts will give further details if 
necessarj’, but we have provisions to prevent re-sale 
and re-export. 

4581. Professor Gutteridge : But I do not see how you 
can do that. How can you stop this, for instance? 
Supposing Ruritania — I do not want to name any 
particular country — buys so many aeroplanes from 
one of our manufacturers and then sells them to 
Utopia, Utopia being a country which is just across 
the channel and can easily bomb us, how can you 
stop that? 

Sir Hugh Dowding : Well, actually we have 
stopped that. I do not want to particularise too 
much either, because it is invidious; but there was 
a consignment of aeroplanes which were being bought 
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by one country and it came to our notice that they 
would very probably be exported to another, and we 
stopped, them altogether. 

4582. Frofessor Gutteridge : I can understand you 
stopping it if you are suspicious, but of course if you 
are not suspicious there is no way of stopping it, is 
there ? 

Sir Hugh Dowding : No. We have, in certain 
cases, obtained an undertaking not to resell, but, of 
course, words can be broken. 

4583. Professor Gutteridge: International under- 

takings are not always kept, unfortunately. 

Sir Hugh Dowding : I do not know of an in- 
stance where any of our aeroplanes has found its 
way to an undesirable destination. 

4584. Professor Gutteridge : You would get to know, 
if that happened. 

Sir Hugh Dowding : Yes. 

4585. Professor Gutteridge: And the result would 
probably be that you would put an embargo on sales 
to that particular country afterwards. 

Sir Hugh Dowding : Yes. 

4586. Dame Eachel Crowdy : Would you see any objec- 
tion to any form of regulation which would render 
it illegal to export aeroplanes to a country, unless 
it gave an undertaking not to re-export? 

Sir Hugh Dowding : It is always possible to 
do that and it has been done. 

4587. Dame Rachel Crowdy: I mean a general regu- 
lation. Would you see any objection to that being 
universally applied, as far as you are concerned? 

Sir Hugh Dowding : No. I would say that was 
rather a political matter. I should think, in most 
instances, we should not be particularly anxious to 
include such a reservation, but it would be quite 
possible to do so. 

4588. Dame Rachel Crowdy. You would not be 
against it? 

Sir Hugh Dowding : No. I have not really 
considered the matter. The object being what? 

4589. Dame Rachel Crowdy : The object of it being 
rather to prevent what Professor Gutteridge has been 
speaking of, the re-export of something on which, 
perhaps, we had an embargo. I am thinking of a 
particular case where, in the Far East, I came 
across war materials which had reached the Far 
East through the United States and which had 
emanated from here. At that moment it was 
probably not particularly wise to export our material 
to Japan in view of the fact that Japan^ had just 
been announced as an aggressor internationally in 
Geneva. 

Sir Hugh Dowding: Speaking without any 

very deep consideration, I would see no objection to 
that at all, particularly if at any time there were 
any country in the world which was on our ban list. 

4590. Dame Rachel Crowdy: It might be a help, in 
moderation. 

Sir Hugh Dowding : Yes. 

4591. Professor Gutteridge : 1 suppose, looking at it 
purely from a national defence point of view, you 
place considerable reliance on the fact that our Air 
Force would have anything from a year _ to two 
years’ start with the design before it got into the 
hands of another country. 

Sir Hugh Doivding : Yes. Any new design is 
only an ephemeral advantage as we immediately 
produce something better ourselves. 

4592. Professor Gutteridge : I was wondering whether 
it was possible for a foreign country to buy an aero- 
plane in this country simply as a model. That has 
been done? 

Sir Hugh Dowding : Yes. 

4593. Professor Gutteridge: Your answer would be 
that if they do that they have something which is 
not as good as we have. 

Sir Hugh Dowding : As a rule, if you try to 
make a Chinese copy of an aeroplane, you get into 
trouble. 


4594. Professor Gutteridge : I was not thinking of a 
backward country. Such a country as Soviet Russia 
might do it. 

Sir Hugh Dowding : Soviet Russia has tried to 

do it. 

4595. Sir Thomas Allen: What it amounts to under 
the present system is that other countries get what 
we consider to be the second best. 

Sir Hugh Dowding : Yes, and we are glad to 
let them have it. 

4596. Sir Thomas Allen: From one point of view, 
it may be the best. It is just a matter of selection, 
is it? 

Sir Hugh Dowding : You mean in some par- 
ticular feature it might be the best? 

4597. Sir Thomas Allen : You have, say, 15 or 20 
firms on your list. They put up their designs and 
you ma)ke a selection. Then all the other 14 or 19 
may be free to sell, although they have been turned 
down. 

iSir Hugh Dowding : For one thing, the other 
firms will be building something else, some other 
type. Just because we have declined a design, it 
does not follow that that is automatically available 
for export. The same regulations hold with regard 
to that. They still have to obtain our permission 
to export, even if it is not a type that we are 
buying ourselves. 

4598. Sir Thomas Allen: But in practice, what is 
the result ? 

Sir Hugh Dowding : In practice, we should 
be very reluctant to put an embargo on a type 
which we were not ourselves using. 

4599. Professor Gmtteridge : May I ask you this 
question? Are you one of the people who decide 
whether a plane shall be exported or not, as an 
individual ? 

Sir Hugh Dowding : I was. 

4600. Professor Gutteridge : That will answer my 
purpose. When you approached this question of 
export — I am putting this to you as an individual — 
did you approach it simply and solely from the point 
of view of the desirability of maintenance of secrets 
of national defence and prevention of abuses and 
so on, or did you rather approach it from the point 
of view of letting the' aeroplane manufacturer export 
unless there were reasons for his not doing so? As 
the lawyers would say, which way does the onus lie? 

Sir Hugh Dowding : As far as I was con- 
cerned with the technical side, my inclination was 
always to say yes — my personal inclination. 

4601. Professor Gutteridge: Why? 

Sir Hugh Dowding : From the technical point 
of view, for the health of the industry and the 
maintenance of facilities in case of war, but ! never 
made any decision without consulting the Air Staff, 
whose natural inclination was to say no. 

4602. Professor Gutteridge : And did you consult 
departments like the Foreign Office or the Board of 
Trade, or any other department? 

Sir Hugh Dowding: Yes; wherever applicable, 
we are in constant touch with the Board of Trade 
over these matters. 

4603. Professor Gutteridge : Should 1 be unfair if I 
said that the tendency was generally to allow export? 

Sir Hugh Dowding : As far as I am concerned, 
certainly, yes. 

4604. Professor Gutteridge : I mean generally. 

Sir Hugh Dowding : Often the views of the 
Air Staff prevailed, and export which I should have 
liked to agree to was refused. 

4605. Chairman : The licence would have gone auto- 
matically, as far as you were concerned, unless 
there was some objection raised from outside by the 
Foreign Office. If you had been left to yourself and 
there were no other consideration, except the welfare 
of the manufacturer and the desire to keep the par- 
ticular works in working condition, the licence would 
have gone, I suppose. It was somebody else’s business 
to consider whether it was in the public interest 
or whether there was any political objection. 
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Sir Ulugh Tfowding •. It often happens that 
some political question is involved and in those 
cases we would invariably consult the Foreign Office, 
and I think I am right in saying that, in every 
transaction of this sort, the Board of Trade know 
about it and in any particular case we would 
specifically consult the Foreign Office. We are in 
touch with the other departments concerned in all 
these matters. 

4606. Sir Thomas Allen: The sum total of your con- 
clusions is that we must go on and on producing 
as rapidly as possible, getting all the orders we can, 
in view of eventualities and the necessity of having 
this country ready for emergency. Is that what it 
amounts to? 

Sir Hugh Dowding: I say that it is extremely 
desirable to maintain an appreciable export trade, 
a large export trade. 

4607. Sir Thomas Allen : That is a fair answer to my 
question. 

Sir Hugh Dowding : Yes, except that you said 
essential. 

Mr. Bouenschen : May I say a word with regard 
to the question that Dame Rachel addressed to the 
representative of the Air Ministry on the question 
of whether there was any objection to making it a 
condition for manufacturers who exported that they 
would only export to countries which gave an under- 
taking that they would not re-export. I should 
like to make one point on that. I do not say that 
it is accepted, but if it be accepted that it is desir- 
able to encourage our trade, quite obviously any 
restrictions of that kind which are not imposed 
simultaneously by other countries will definitely 
damage the prospect of our manufacturers, from a 
selling point of view. I think the question was asked 
and answered without previous consideration and T 
should like to get that on the notes. 

Sir Hugh Dowding : Yes. That is quite a 
good point. It had not occurred to me. I agree 
with what Mr. Bovenschen has said. 

4608. Chairman : As I understand it. the aero- 

plane manufacturers are now really so dependent 


upon the government for their orders and their 
business that it is in their interest to work with 
the ministry and carry out all the ministry’s re- 
quirements. 

Sir Hugh Dowding: Yes, very much so. 

They could not afford to go against our wishes, 
even if we have not the absolute legal right to give 
them orders. 

Sir Walter Jenkins: May I reply to a ques- 
tion that Sir Thomas Allen asked with regard to 
the advantage to the defence services of allowing 
exportation? Take warship building. As you know, 
ever since the armistice our shipbuilding and war- 
ship building firms have been suffering fronn a 
great lack of orders and it is certainly to the ad- 
vantage of the Admiralty that they should, in 
competition with other countries building war- 
ships, get orders for supplying the smaller powers, 
and it is definitely to the advantage of the Admir- 
alty that they should have work to supplement any 
work that we are able to give them. It keeps their 
skilled men employed, and it helps them to reduce 
their charges. I think it would be a very great 
handicap to manufacturers in this country if they 
were prohibited from exporting their products and 
the smaller powers were able to go to firms in other 
countries. 

4609. Chairman : I think this particular point arises 
on Memorandum VI,* where you deal with contract 
procedure. 

Sir Walter Jenkins: Yes. 

4610. Chairman: In Memorandum VI you show 

what is the Admiralty policy — to encourage firms to 
obtain orders. 

Sir Walter Jenkins : Yes. 

Chairman: We shall come to that memo- 
randum in course of time. 

Sir Philip Gibbs : Might I ask a question 
when we come to it? 

Chairman : Yes. We had now better get on 
with Memorandum III. 


* See p. 673. 


The following memorandum was read: 

III. PROPOSALS FOR PARTIAL NATIONALISATION OF ARMAMENTS INDUSTRY 

JOINT MEMORANDUM BY THE ADMIRALTY, THE WAR OFFICE AND THE AIR MINISTRY, IN 
CONSULTATION WITH THE BOARD OF TRADE. 


1. The joint memorandum of the Danish, French, 
Polish and Spanish delegates to the Disarmament 
Conference (Conf. D/C.G/48, 3rd March, 1933, quoted 
in paragraph 3 of written evidence tendered on 
behalf of the League of Nations Union, page 29, 
column 1 of evidence) contains the following pas- 
sage : — 

“ The abolition of arms manufacture is not 
designed to concentrate in the hands of the State 
all manufacture that might serve to produce arms. 
The sole object is to reserve to the State that 
part of industrial production whereby a product 
undergoes the first transformation which renders 
it unfit for pacifiq purposes and destines it exclu- 
sively for military use 

2 . Evidence in support of a partial nationalisation 
of the armaments industry, based on the above pro- 
posal, has been given before the Royal Commission, 
on behalf of the League of Nations Union and by 
other witnesses. 

3 . In the first place it must be emphasised that 
the proposal for partial nationalisation is open to 
the same objections on account of loss of “ war 
potential ” as proposals covering a wider field, since 
by definition it would involve the nationalisation 
of the processes which are peculiar to arms manu- 
facture. It is submitted that it is necessary to 
maintain in peace as widespread a knowledge as 
possible of these processes in order to prepare the 


-way for a rapid expansion in. war. Admittedly 
under conditions of modern warfare any expansion 
must be rapid and if industry generally is not to 
be allowed to acquire the necessary technical know- 
ledge in peace time the only and probably less effi- 
cient alternative is the creation of large reserves 
of state manufacturing capacity at a huge capital 
cost and a substantial maintenance charge. 

4 . Apart from this overriding consideration there 
are certain practical difficulties, both technical and 
economic, in any policy of partial nationalisation 
which were not referred to by the parties giving 
evidence before the Commission. On the technical 
side, the difficulty at once arises of the definition of 
the stage in production where it is proposed that 
private manufacture shall cease and nationalisation 
commence. The point where the first transforma- 
tion occurs which renders an article “ unfit for 
pacific purposes and destines it exclusively for mili- 
tary use ” is an extremely difficult one to determine. 
There are no doubt some products in which it is pos- 
sible technically to indicate such a stage, e.g. in 
the manufacture of cartridge cases the line might 
conveniently be drawn at the strip brass. But it 
is even more easy to point to examples where it 
would he impracticable to delimit the processes. 

5. The difficulty of definition, for example, is 
especially marked in regard to aircraft. Where it 
happens that an aircraft can he used both for civil 
and military purposes, e.g. the De Havilland 
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“ Dragon ”, the stages of manufacture are the same 
to the extent of about 95 per cent., that is to say, 
until it is almost completed, it may be intended to 
be either a military or a civil machine. The design 
does not necessarily indicate the use to which the 
aircraft is to be put. The bomber and the civil 
transport aircraft have alihe to be built for speed 
and load capacity. The detailed processes of manu- 
factui*e, too, are largely the same in both cases and 
it would usually ba impossible to say that a particu- 
lar factory process relates to a civil or a military 
aircraft. Aero engines, moreover, can definitely 
be put either to civil or to military uses, and so can 
many aeronautical instimments and accessories. In 
fact where a manufacturer produces a civil and a 
military version of the same type 80 or 90 per cent, 
of the components may be identical in either version. 
Only when such clearly warlike accessories as gun 
mountings or bomb racks are installed could it be 
affirmed with certainty in many cases that the air- 
craft was intended for war. But when the aircraft 
reaches that stage the process of the manufacture 
of the aircraft itself has really been completed. 
During manufacture there is no stage at which the 
final process of turning the aircraft into an arma- 
ment can be said to begin, at all events in any but 
exceptional cases. Partial nationalisation in the 
case of this armament would therefore seem to be 
impracticable. 

6. The aircraft case is perhaps an extreme one, 
but the difficulty in drawing a line in other sectio?is 
of the armaments industry’ is just as real. Where, 
for example, a special steel has been developed for 
military use it is very likely that ultimately indus- 
trial uses for the steel will also be developed. At 
what point, therefore, does the new steel pass the 
dividing line? Is it to be regarded as unfit for 
pacific purposes as soon as it is alloyed, merely 
because no peaceful use has yet been found for that 
particular alloy, or is it to be regarded as having 
crossed the dividing line when it is first forged into 
a shape suitable only for warlike use? The indus- 
trial demands for large steel forgings of special 
character (e.ff., for the hydrogenation of coal) is 
growing so rapidly that in practice even a dividing 
line based on specialised types of forging would be 
difficult to determine. Conversely, what action is to 
be taken when a military use is discovered for a pro- 
duct primarily intended, and perhaps hitherto 
exclusively employed, for civil purposes? 

7. Turning now to the economic side, it must be 
recognised that in the iron and steel, heavy en- 
gineering and chemical industries — all of which are 
concerned in one form or another with armaments — 
the process of rationalisation has led to the forma- 
tion of large units based on “ vertical ” combination, 

bringing under one control the whole process of 
manufacture from raw material to finished article. 
Although it is true that in many cases armament 
production represents only a small proportion of the 
total output of the industries concerned it represents 
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an integral part of the whole output. It is not 
reasonable to suppose that a policy of introducing a 
purely arbitrary dividing line in the processes of 
manufacture, on the one side of which nationalisa- 
tion w'ould be introduced and on the other private 
manufacture maintained, would be anything other 
than a setback to efficient production. Little of the 
plant employed is of the specialised type, at least 
until the final stages of the product, but is used as 
occasion requires both for commercial products and 
for armaments. It could not be taken over by the 
government without destroying the balance of the 
entire plant, and if its use for armament purposes 
is to be denied there might be serious dislocation 
of production generally as well as financial diffi- 
culties. Moreover, in so far as a certain propor- 
tion of the work was undertaken by the government 
itself, there would be considerable duplication of 
plant and consequently much loss and waste from 
the national point of view. 

8. This memorandum is directed primarily to the 
suggestion that only the finishing stages of arma- 
ment manufacture, when the product has assumed 
a specialised character, should be nationalised. It 
must not, however, be assumed that grave difficulties 
would not also attend proposals to take over, not 
merely the finishing processes, but the whole of cer- 
tain selected units as “going concerns.” The fact 
is that armaments manufacture is so closely inter- 
twined with the general engineering, shipbuilding, 
and chemical industries that the attempt to separate 
it from them, on whatever basis it might be made, 
would inevitably entail duplication and insufficient 
employment of much of the plant, besides being open 
to the other objections to abolition of private manu- 
facture set out in Sir Maurice Hankey’s evidence. 

9. A good illustration of the type of difficulty 
which besets proposals to take over selected units as 
going concerns is furnished by the case of the ship- 
building industry, which is considered in greater 
detail in the Admiralty Memorandum dealing with 
the Cost of Nationalisation.* 

10. In the view otf the defence departments, 
therefore, the proposal for partial nationalisation is 
open to objectio'n on the grounds — 

(р) that like other and more far-reaching 
schemes of nationalisation it would seriously re- 
duce the “ war potential ” of industry; 

(b) that it is of very doubtful practicability on 
technical grounds; 

(с) that it would cause considerable dislocation 
of existing commercial establishments and 
materially affect the efficient production of 
ordinary commercial goods; and 

(d) that if partial monopoly is alternatively con- 
strued as the nationalisation of selected existing 
industrial units very serious difficulties would 
again be encountered. 

* See p. 660. 


4611. Bame Ifachel Crowdy: In paragraph o: You 
say “ During manufacture there is no stage at 
which the final process of turning the aircraft into 
an armament can be said to begin, at all events, 
in any but exceptional cases.” There you are really 
talking of bombing machines, are you not? You 
are not talking of the fighting plane, which, I 
gather, starts at a much earlier stage than the civil 
plane. 

Sir Hugh Dowding : Yes, that is true. 

4612. Dame Bachel Crowdy: A fighting plane begins 
much younger. 

Sir Hugh Dowding : A single seater fighter is 
probably distinctive from its earliest stages. 

4613. Sir Thomas Allen : I would like to put one 
question on that. Your difficulty in this para- 
graph seems to be the problem of definition with 


regard to armaments. If I remember rightly, 
there was no definition of armaments at all in the 
Ministry of Munitions Act of 1915 — it was only in 
general terms. Would not that meet the case where 
you are troubled about definitions — a system such 
as is su gg ested here? 

Sir Walter Jenkins: I think the Royal Com- 
mission have been working on a definition which 
was drawn up for the Export Prohibition Order. 
I have a copy of that here. 

4614. Professor Gutteridge: Is that the one 

scheduled to the Order of 1931? 

Sir Walter Jenkins: Yes. 

4615. Secretary : The Commission have used that 
definition for a particiilar purpose. They have not 
in any way adopted it. 
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Sir Walter Jenkins : There are certainly, in 
my recollection, in that list units that would come 
under this category that I have named. It would 
be very difficult to decide where what you might 
call the commercial process started and where what 
you might call the war process of manufacture 
began. 

4616. Sir Thomas Allen: My point is, why should 
definitions trouble youP As experience developed, 
you would be able to define properly. 

Sir Walter J enkins : I dare say you could 
apply it to some cases — for instance, cartridge cases 
— ^but when you came to explosives, explosives cover 
a very, very wide field. 

4617. Sir Philip Gibbs: Could you not deal with 
the cases when they actually became lethal : There 
is a point where a weapon is ready to go off and 
a point where it is not ready to go off. The lists 
which have been drawn up for the I/eague of Nations 
in Geneva have taken the point where the article is 
actually a weapon ready for use. 

Sir Walter Jenkins: I should regard a mine, 
which is certainly lethal, as a weapon of defence. 


4618. Sir Philip Gibbs: 1 think I should regard it 
as a lethal weapon. 

Sir Walter Jenkins: Certainly, but the greater 
proportion of the component pai^ of sea mines 
is made by commercial firms. 

4619. Sir Philip Gibbs : But I think they ought to 
be under the control of government. 

Sir Walter Jenkins: Then you would have to 
control a large range of manufacture. 

4620. Mr. Spender : No one makes lethal mines 
except to government order, do they? 

Sir Walter Jenkins: No. 

4621. Mr. Spender: Therefore, to that extent they 
are under a certain amount of government control. 
There is no manufacture of mines other than for the 
government ? 

Sir Walter Jenkins: Either for the government 
or for export. 

4622. Mr. Spender : If they were made for export 
they would come under the licence. 

Sir Walter Jenkins : Certainly. 

4623. Chairman : Now shall we go on with No. IV ? 


The following me7norandum was read : 


IV. COST OF NATIONALISATION. 

A. MEMORANDUM BY THE ADMIRALTY.* 


1 . The first step in the consideration of this problem 
is to adopt a definition of armaments. Such a defi- 
nition is of necessity arbitrary; but the most reason- 
able seems to be to define naval armaments as in- 
cluding : — 

(a) Warships, including main propelling 
machinery and armour, and 

(b) ^ Armament stores, including all naval 
weapons, ammunition, etc., which would come 
within the scope of the definitions appended to 
the Arms Export Prohibition Order, 1931. 

The nationalisation of the industry employed in 
the manufacture of armament stores generally has 
been examined in a separate War Office memo- 
randum. The problem in relation to naval arma- 
ment stores and weapons differs from that confront- 
ing the War Office, in that there are at present no 
facilities in the Royal Ordnance Factories or any 
other government establishments for the construc- 
tion of heavy non-transferable naval gun mountings, 
or for the manufacture of large naval gun forgings, 
heavy hardened shell, high explosives, and certain 
special naval requirements such as mines, paravanes, 
and depth charges. As regards these requirements, 
therefore, it would not be possible to rely on existing 
state facilities in peace, and a very large capita] 
expenditure would be involved in providing special 
plant, especially that required for the manufacture 
of heavy non-transferable mountings. Difficulty 
would also arise from the fact that under the present 
system the design of these mountings is carried out 
by specially qualified technical staff employed by the 
armament firms concerned. Moreover without the 
skill and knowledge possessed by the manufacturers 
and their key men who are specialists in these pro- 
ducts the standard of quality would be bound to 
suffer. 

Apart from the peace-time problem, which differs 
to the extent explained above from that of the War 
Office, it would in the opinion of the Admiralty be 
quite impracticable to depend upon, government 
monopoly for expansion in time of war; and this 
fact alone precludes reliance on government mono- 
poly in peace. 

2 . The main purpose of this memorandum is, how- 
ever, to consider (a), warships, main machinery and 
armour. This definition excludes an extremely large 
number of warship components, such as auxiliary 
machinery and the various scientific, electrical and 
optical instruments, as well as the structural and 

* Separate memoranda by the War Office and the 
Air Ministry are reproduced on pp. 662 and 666. 


other material used in shipbuilding. If, however, 
aM the components of a ship were included, the 
problem to be considered would be, not the 
nationalisation of the warship building industry, 
but the nationalisation of a great part of the 
general industry of the country. This point is only 
mentioned because it must be realised that, if the 
object of nationalisation is to eliminate profit from 
the whole of the industry engaged, the restricted 
definition proposed means that the object is only 
partially achieved. 

3. It is sometimes suggested that it would be an 
easy matter to take over at a valuation a sufficient 
number of private firms to carry out the normal 
peace time construction of the Royal Navy, and that 
as the interest on their capital is now included in 
the price of the ships, no additional cost to the 
state would be involved. A list of firms which 
would provide between them capacity to carry out 
any reasonable peace time programme of naval con- 
struction is appended to this memorandum (List A).t 
It would be possible to draw up different lists of 
firms suitable for the purpose, but this list, which 
has been prepared for purposes of illustration, would 
involve a minimum of interference with such im- 
portant work as the construction of passenger liners. 

4 . In considering whether additional cost would 
be involved in taking over these or equivalent firms, 
it is necessary to recall that owing to the shortage 
of orders shipbuilders and armament firms have been 
carrying on, since the late war, under great difficul- 
ties; maintaining their facilities as long as possible 
without adequate assistance from the government, 
but living in the hope of receiving larger orders in 
course of time. Attempts to compensate for the 
lack of naval orders__by turning to commercial work 
have not been very successful. In consequence of 
these conditions shipbuilders such as Messrs. Palmers 
and Messrs. Beardmore have dropped out. Sir 
W. G. Armstrong Whitworth, Ltd., made heavy 
losses and were forced to reconstruct, the armament 
side of their work being absorbed by Vickers. Other 
firms have been very hard pressed, as is shown by 
such examples as a firm being unable to make any 
allowance for depreciation and firms earning in- 
sufficient to pay a dividend, or more than a very 
moderate dividend, on ordinary capital. In some 
cases reconstruction has taken place involving even 
modification of the rights of debenture holders. 

5. It is an obvious fallacy to argue that the 
interest on all the capital sunk in Messrs. Vickers- 
Armstro ngs’ Yard at Barrow is paid for by the 

t Not printed. 
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Admiralty in the price of warships — part is paid for 
by the P. & 0., the Orient line, etc. Moreover, 
the naval work could not be completely segregated 
from the work on merchant ships, and for this reason 
the government could not take over Barrow, or 
any other similar establishment, unless they were 
prepared either to incur a substantial loss, or to 
enter upon the building of merchant ships as well 
as warships. Experience of undertaking such work 
in establishments intended primarily to supply 
the Services has not been very encouraging, even if 
the political prejudices which would be excited by 
state intervention in what has hitherto been a 
purely private industry are ignored. 

6. The fact is that the suggestion that additional 
cost to the State would not be involved completely 
ignores the necessity of including in the List A a 
greater total shipbuilding capacity than would 
normally be absorbed by naval building programmes 
in time of peace. This necessity arises because there 
is an appreciable fluctuation even in peace time 
naval programmes, so that provision must be made 
for the largest programme reasonably to be anti- 
cipated ; and also because, having regard to the 
structure of existing shipbuilding units, it is im- 
possible to avoid including a certain proportion of 
unwanted capacity in order to get sufficient facilities 
in other directions. 

7. But a more far-reaching objection than the 
additional cost involved in a scheme of nationalisation 
on the basis of List A springs from the fact that 
the (problem of nationalising the warship building 
industry, like that of nationalising other portions 
of the armament industry, cannot be considered 
purely as a peace time problem. Armament work 
(and in particular naval shipbuilding and repairing) 
is of so specialised and exacting a character that 
it would be impossible to depend in .war upon firms 
which had not had previous peace time experience. 
If private war^ip building is to be prohibited in 
peace it is therefore necessary to nationalise a 
sufficient capacity to provide, not only for normal 
peace time production, but also for the greatly 
enhanced requirements of the early stages of a major 
war — ^the requirements in fact up to the time when 
it will have been possible to train existing firms in 
naval work or to improvise new establishments. 
Even with the unlimited financial resources which 
would presumbly be available in Avar, such a task 
would take a long time; probably a matter of years 
in the shipbuilding industry, where construction, and 
therefore training in all the stages of construc- 
tion, inevitably takes much longer than in other 
types of armament work. 

8. The Admiralty have therefore prepared a list 
of firms whose entire appropriate capacity is esti- 
mated to be necessary for the early stages of a major 
war, which is appended to this memorandum as 
List B.* This list, and not List A, is the real 
measure of the magnitude of the problem involved; 
and it will be seen that it is necessary to include 
the greater part of the British shipbuilding industry. 

9. It must here be interpolated that, by permitting 
the Admiralty to exercise discretion in placing orders 
for training purpose with firms they would employ 
in time of war, it would be possible to avoid the 
necessity for so large a measure of nationalisation; 
but in this case private manufacture would by no 
means be abolished, since it would in fact be neces- 
sary to distribute the available orders amongst all 
the firms on List B. The normal peace time naval 


* Not printed. 


building programmes are so small in relation to 
requirements in a major war that all the orders 
are really required for training purposes. It will be 
appreciated that the Admiralty could not accept any 
loss of efficiency or quality in a ship, and it is 
therefore necessary that all the firms on the list 
should receive orders frequently enough to ensure 
that their efficiency on naval work is fully main- 
tained. 

10. It is manifestly impossible from the political 
and financial points of view to undertake so large 
a measure as the nationalisation of the firms on 
List B. Even if this were not so, the inescapable 
difficulty would remain that it would be impossible 
to keep all these establishments more than very 
partially employed in peace unless they were per- 
mitted to undertake commercial work on a con- 
siderable scale. If all these nationalised establish- 
ments were permitted to compete in the market for 
commercial orders, the result might very well be that 
in a very short time all shipbuilding work in this 
country would be concentrated in government 
hands, since the few private firms remaining, with 
their already depleted resources, might be expected 
to find it difficult to compete with such a vast gov- 
ernment concern, backed by the unlimited resources 
of the state. As it would be able to devote a large 
part of its activities in peace to merchant ship- 
building, it would be in a much more favourable 
position for undertaking this class of work than the 
existing Royal Dockyards, or any other establish- 
ments whose merchant shipbuilding would be essen- 
tially a “ side line.” The Commission will appre- 
ciate that a proposal likely to have such consequences 
would raise far-reaching political and administra- 
tive problems. 

11. On the other hand, if the establishments were 
maintained in almost complete idleness, constructing 
between them only the normal peace time require- 
ments of the Royal Navy, the whole object of their 
nationalisation would be lost, since their efficiency 
not merely for naval purposes but even as ship- 
builders would rapidly deteriorate. Furthermore, 
even assuming that the employees displaced could be 
absorbed, elsewhere, there would be an immense 
social wastage in so far as the capital would be 
idle, and the cost of this wastage would fall upon 
the' state. The extent of such wastage and the 
corresponding unproductive interest charge which 
would require to be paid out of public funds cannot 
be estimated with any degree of accuracy. 

12. The conclusions therefore are: — 

(a) That a moderate measure of nationalisation, 
on the lines of List A would involve the state 
either in considerable financial loss, or in com- 
petition with private interests for commercial 
work; and would not eliminate private manufac- 
ture, since it Avould be necessary for the Admiralty 
to retain freedom to place the bulk of its orders 
for warships with the private industry upon which 
it would continue to depend in war. 

(b) That if the Admiralty did not retain such 
freedom, it would be necessary to nationalise the 
appropriate capacity of all firms on List B. 
These establishments would require to be kept occu- 
pied mainly on commercial work ; and the measure 
would in practice amount to the nationalisation of 
the whole shipbuilding industry. 

(c) That the proposal to nationalise the warship 
building industry in this country is so beset with 
difficulties that no significant or valuable estimate 
of the cost could be prepared. 


4624. Sir Philip Gibbs: In your statement you men- 
tion that the private shipbuilding firms have been 
through very bad times and that some of them have 
actually had to close down — like Palmer’s of Jarrow. 
Does not that rather lead one to the thought that a 


.situation might arise when the private shipbuilding 
firms would be unable to expand in warship produc- 
tion as rapidly as required, and that therefore a 
greater responsibility would be thrown upon the 
naval dockyards? Is that possible? 
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Sir Reginald Henderson : I think it was ex- 
plained that the naval dockyards are in the main for 
ship repairing as opposed to new constraiction. It 
is quite true that the Royal dockyards do construct 
ships, but that is only to keep our own eye in, as 
it were. 

4625. Sir Philip Gihhs : The point of view from which 
I am asking the question is this : If another world 
crisis happened, an economic crisis, and our ship- 
building firms were gradually beaten back because 
the world market had fallen from them, as has been 
the case to a very large degree, might not a time 
arrive when the state would have to rely more upon 
its own warship building possibilities? 

Sir Reginald Henderson : When that stage 
arrived I do not think there would be much left of 
this country, if you are visualising a time when the 
shipbuilding industry had been put out. 

4626. Sir Philip Gibhs : At any rate, it might limit 
them very much in their activities? 

Sir Walter Jenhins: That is one of the 

reasons why we want to encourage our shipbuilders 
to get foreign orders, so that it is not left to the 
Royal dockyards to build all the ships. 

4627. Sir Philip Gibbs: Do not they build any war- 
ships at all? 

Sir Walter Jenkins: They simply build the 
hull of the ship and put the engines in. They cannot 
make the armament and guns. 

4628. Sir Philip Gihhs : Is not that an admission of 
something being rather weak? 

Sir Walter Jenkins: That is only a sub- 

sidiary part of their work. The dockyards exist for 
the repairing of the fleet and keeping it in good 
condition. Shipbuilding is partly a sideline; it forms 
a nucleus that can be relied upon in ordinary times 
and it constitutes a training ground. 

4629. Sir Philip Gihhs : As far as ray own knowledge 
goes there have been very few orders for warships 
given to British firms during the last 18 years. 

Sir Reginald Henderson : Foreign warships? 

4630. Sir Philip Gihhs : Foreign warship building; 
very few orders indeed. 

Sir Reginald Henderson: Relatively few. 

4631. Sir Philip Gihhs: And many of the great firms 
up in the north have really received no orders at 
all for foreign warships. Therefore, what I am ask- 
ing you is this : Might it not be forced upon the 
state to establish warship building yards? 

Chairman : Does it not follow if the private 
firms cannot do it then somebody else must do it, 
and if the only person to do it is the state the 
state must do it, and if the state cannot do it then 
we might say that the last state of the country is 
worse than the first? 

Sir Philip Gihhs : It is not really a theoretical 
question; it is a question which has already arisen. 
Sir George Hunter up in Newcastle used to build 
warships for Japan and 22 other nations, but now 
he is not building for any other nation and. therefore 
the situation has gradually altered. 


Sir Walter Jenkins: Immediately after the 
War there was no demand for warships at all and, 
as you say, the firms in this country have not been 
busy on a very large scale. I think they are a little 
busier now than they were a few years ago. They 
are not building the large ships that they did before 
the War. That is a fact. Their orders are for small 
craft for the smaller powers. 

Sir Reginald Henderson : I should like to make 
it quite clear that, with certain exceptions, in the 
dockyards it is a jigsaw puzzle. Every single bit 
of material comes from outside, the dockyard only 
completes the jigsaw puzzle. There is no question of 
construction other than the hull and so on. For 
instance, as a matter of curiosity I may say that 
no less than 120 sub-contractors were concerned with 
the building of the Queen Mary. That is what you 
would have to consider if the state did the whole of 
the work. Even a little firm in Brighton did some- 
thing for the Queen Mary. The work is scattered all 
over the country. 

4632. Sir Philip Gihhs : Of course, nobody would ever 
argue that the state could provide its own warships 
and munitions of war without the co-operation of 
the whole industry of the country, but there might 
be an alternative to the present system by the state 
taking greater control, extending its own ship- 
building possibilities in its own yards and enlisting 
the services of the whole nation when required. 
That is the alternative plan which has been put up. 

Sir Reginald Henderson: I think the alter- 
native is to take over the whole of the shipbuilding 
yards. 

4633. Sir Kenneth Lee : Complete nationalisation 

would be the alternative? I take it that the 
Memorandum on Defence, Command Paper 5107, 
expresses another view, and your view coincides with 
what is suggested in pages 15 to 19 of this memoran- 
dum, that is to say, the pages which outline the 
idea of getting more manufacturers to help? 

Sir Reginald Henderson : That I agree with. 


4634. Chairman : We pass to the next memorandum — 
Memorandum B by the War Office. 

Mr. Bovenschen : Before I start to read this 
memorandum may I make a personal statement, Sir? 

4635. Chairman: Yes. 

Mr. Bovenschen: You have before you the 
Directors of Contracts of the Navy and Air Ministry. 
You have not the Director of Contracts of the War 
Office, but you have a Director of Finance in his 
place. The reason for that is that I was Director 
of Contracts from October 1932 to January of this 
year. It was decided in October last that J 
should succeed one of the Directors of Finance who 
was retiring. At the same time it was thought that 
it would possibly be useful to your Commission, and 
desirable on other grounds, that I should appear before 
you instead of the new Director of Contracts. There 
is no discourtesy to the Commission at all. 


The following memoranduiii was read: 

COST OF NATIONALISATION. 


B. MEMORANDUM BY THE WAR OFFICE.* 


The question of the cost of “ state monopoly ” of 
arms is understood to mean, what would it cost the 
state to take over the manufacture of all those items 
covered by items (i) to (xx) of Article 1 of the Arms 
Export Prohibition Order, 1931, which are at present 
manufactured by private firms. Included in that 
cost would be the expenditure on taking over the 
works of private armament manufacturers, or parts 
of those works, at present engaged in the manufac- 
ture of “ arms ’’ and components of arms, the build- 
ing of government factories as an addition to, or in 


• Separate memoranda by the Admiralty and the 
Air Ministry are reproduced at pp. 660 and 666. 


lieu of, such works and the compensation, if any, of 
manufacturers for the loss of their trade. For the 
reasons given below, which it seems right to bring 
to the notice of the Commission, the War Office does 
not think it possible to make any significant estimate 
of such cost, but suggests that such monopoly would 
be immensely costly as well as impracticable. 

2. The articles included in the items covered by 
the Order referred to above are, in the main, in their 
finished state (with the exception of aircraft, ex- 
plosives and firearms used for sporting purposes) not 
articles which in themselves are in common use by 
the general public. But some of them are closely 
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allied to such articles. For example, certain gun- 
sighting apparatus is made hy the manufacturers of 
optical stores which are in general use. Such optical 
stores are not at present manufactured by the ord- 
nance factories, and it is certain that to construct 
factories and to train personnel for the manufacture 
of this gun-sighting apparatus in government fac- 
tories instead of leaving the work with the trade, 
which can combine it advantageously with civil work, 
would be extravagant and costly. 

Again, the items covered by the Prohibition Order 
include component parts. Many such components 
are taken over a^ they stand from commercial firms. 
The engines incorporated in armoured fighting 
vehicles may be commercial engines produced by 
motor manufacturing firms. Similarlj', chemicals 
required for explosives are manufactured com- 
mercially for ordinary trade purposes. It 
would bo impossible, without an incursion of the 
government into general industry on a very large 
scale, to ensure that weapons were government- 
manufactured from start to finish. 

It would be impossible to attempt even an esti- 
mate of what would be involved in taking over the 
manufacture of stores that are closely akin to civil 
stores, and of components, without a very clear 
definition of the extent of such taking over. But 
it may give the Commission some idea of the com- 
plexity of the issue if it is stated that there are 
some ISO firms noted on the lists of War Department 
contractors for the articles included in the items 
covered by the Prohibition Order, who have received 
orders since the "War. The orders received by. many 
of these firms from the War Office form only a very 
small part of their normal business. 

3. In practice the scope of “ state monopolj’ ” 
must be regarded as being confined to the manu- 
facture, with such purchase sxs may be necessary, of 
components from general industry, of the well- 
recognised weapons — guns, rifles, tanks, ammunition 
— which only governments require, and which they, 
generally speaking, allow no private individuals to 
acquire. 

4. If these weapons alone are considered, then it 
is quite possible for the Royal Ordnance Factories, 
with considerable extension, to meet all the peace- 
time requirements of the Army in practically all 
kinds of weapons. This is true of normal peace 
requirements, but not of the expanding require- 
ments of the present time, when the deficiencies, due 
to limitations on expenditure in force for a con- 
siderable period, are being made good. 

5. The necessary extension of the factories to cover 
all peace-time requirements would of course cost an 
appreciable capital sum, and the disappearance of the 
trade would mean that, whatever financial assistance 
towards the maintenance of plant and staff is afforded 
by the trade’s foreign or ordinary commercial work, 
would be lost. What the financial effect of this would 
be is very hard to say. 

6. In a war of any magnitude, however, it is quite 
clear that no nation could conceivably confine the 
manufacture of arms to state factories. Industry in 
general would inevitably bo diverted to war produc- 
tion to the maximum possible extent. 

7. The expansion of army needs in war-time is 
enormous and would make a demand of the greatest 
magnitude on general industrial capacity. 

8. The problem is, how to tide over the gap until 
the’ resources of general industry can he turned, as 
they must inevitably be, to meet army requirements. 


It would be useless and expensive to endeavour to 
provide for the necessary expansion by providing 
additional government factories in peace and leaving 
them idle. A totally closed factory could not ex- 
pand in the necessary time. It would be perhaps 
less useless, hut certainly still more expensive, to 
provide additional government factories and give 
them work in peace solely to secure their expansion 
capacity in war. 

9. The conclusion to be drawn is that it is a prac- 
tical necessity to have in active operation in peace, 
in addition to the government factories, a trade 
whose capacity for production is available at the 
critical moment to help to meet our needs in war 
to an extent far greater than can be measured by 
the actual arms production of the trade itself in 
peace. Still more valuable is the existence in the 
trade of nuclei of skill and knowledge which make 
possible the further vast expansion which must he 
carried out. If these resources within the trade 
were not maintained — and they can be maintained 
only by peace-time orders — expansion could not be 
achieved without a delay which must almost 
inevitably prove fatal. 

10. If, however, it is assumed that provision can 
be made for the substitution of state manufacture 
for private manufacture, various methods of sub- 
stitution would have very different costs and very 
different results. 

11. The two most obvious alternatives are that — 

(a) the necessary capacity would be provided 
by extending government factories and throwing 
over the existing firms; 

(b) existing firms would be taken over by the 
government. 

12. In the former event the cessation of orders 
would in some cases involve compensation to the 
firms concerned, where, for example, the depart- 
ment has undertaken to give a firm a share of 
orders of a store by that firm’s design. _ Whether 
or not there would he any equitable claim to com- 
pensation for loss of trade at borne and/or abroad 
is a matter on which there may be diversity of 
opinion. But the disuse of their capital now em- 
ployed in armament production, together with the 
provision for just the same purpose of other capi- 
tal, would in itself from a broad national point of 
view be a wasteful proceeding. 

13. In the latter case it ‘would be extremely 
difficult to take over only the “ arms-manufac>- 
turing ” assets and not more. Compensatory terms 
for compulsory purchase would presumably have 
to be paid. Whether there would be auy claim 
to payment for goodwill is a matter which would 
require consideration, but in any case the break- 
ing up of productive units at present organised 
pa'rtly for arms-nianufacture and partly for other 
trade’ would in itself demand some special com- 
pensation. 

14. To sum up: the War Office does not regard 
it as possible to make any significant estimate of 
the capital cost of providing, in the shape of going 
government factories, a capacity for war expan- 
sion equivalent to that of the existing arms trade; 
it is clear, however, that the capital cost would 
run into many millions, and the additional annual 
cost of anj-thing like effective operation would_ he 
heavy; from the point of view of expansion in time 
of national emergency government monopoly is to 
be avoided as much as possible. 


4636. Chairman: I have only one question to ask 
you. In the last four lines of paragraph 9 you say, 
“ If these resources within the trade were not main- 
tained— and they can be maintained only by peace- 
time orders — expansion could not be achieved without 
a delav which must almost inevitably prove fatal. 
Do yoiL include in “ peace-time ” orders foreign orders 
permitted by licence? 


Jlir. Bovenschen: It is really immaterial from 
what source the orders come, so long as they are 
orders. 

4637. Chairman: Do yon contemplate that there are 
sufficient peace-time home orders to keep the trade 
going? 

Mr. Bovenschen: We certainly hope foreign 
orders will be such as to help keep the trade going. 
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4638. Chairman: You include and assume a con- 
tinuation of export under licence? 

Mr. Bovenschen : Oli, yes, Sir. 

4639. Chairman: And you consider that essential? 

Mr. Bovenschen: If there is no foreign trade 

it has to be made up in some way from home sources, 
and then the only addition that you have to govern- 
ment orders is the capacity of the firms to combine 
with that commercial work, possibly of another 
character. 

4640. Dame Eachel Crowdy: Is it not a fact that at 
the moment, under this new re-arming scheme, 
private firms have more than enough to do with their 
home orders? I certainly got that impression from 
talking to private manufacturers, that they hardly 
know how to carry out what they have undertaken 
under the new scheme. 

Mr. Bovenschen: That may be the position at 
the moment when the government is making good 
deficiencies, but I am not sure whether you can argue 
as though this particular condition is normal. What 
is the normal nobody knows. 

4641. Dame Bachel Crowdy: How long do you your- 
self feel that it will be before these deficiencies _ will 
be made up, quoting your own words. Is it a 
5 year plan, a 10 year plan or a 100 year plan? 

Mr, Bovenschen : Not a 100 year plan. 

Sir Hugh Elies: It is as short a plan as is 
possible. It very much depends upon what industry 
can do. , . , . v j. 

4642. Dame Rachel Crowdy: I was thinking about 
the White Paper, dealing with that very expensive 
and intensive scheme. 

Sir Reginald Senderson : May I say that the 
deficiencies will be made good in the space of a 
comparatively short time, as opposed to 10 

years, but it does not necessarily follow that they 
will all be made good. It will be relative. For 
instance, if we lay down a battleship it will take 
4 years to build it. That deficiency will not be 
made good for 4 years, but broadly speaking I should 
say that a start will be made very quickly to make 
good the deficiencies. . i xi. * 

4643. Dame Rachel Crowdy: Therefore you feel that, 
although the process may be slow, the private manu- 
facturers will be kept extremely busy for a fairly 
large number of years with their home orders? 

Sir Walter Jenldns: I would not like to say 
that applies to warships. There are certain weapons 
of which, I take it, there is a very large deficiency. 

4644. Mr. Spender: Is it not purely a relative 
matter? It depends upon what other countries do 
in the meantime. Can you set any term for making 
good the deficiencies? 

Sir Walter Jenkins: If other countries pro- 
ceed to do a considerable amount of re-arming, the 
longer it will take to replenish our deficiencies. 
46^ Mr. Spender: You have a certain norm m 
vour mind with regard to disarmament, but then 
by the time you have carried that out you cannot 
be sure that somebody else will not have established 
another norm? 

Sir Walter Jenkins : 1 think it has been 

stated in the House that if other countries show 
a disposition to relax their armament preparations 
we should be willing to reciprocate. 

4646. Sir Philip Oihbs : May I ask you one or two 
questions, Admiral? When you allude to private 
industry it seems to me that yon are including 
the private engineering and manufacturing capa- 
city of the nation, and that you are not alludmg 
exclusively to the armament manufacurers. is 

Sir Reginald Henderson: Yes, the whole en- 
gineering industry of the country. 

4647 Sir Philip GihU : I think one has to draw 
a dividing line in one’s mind, m_ asking these 
questions, between the whole industrial capacity of 
the country and the private armament fi^ms^ i 
suppose you will agree that the private armament 
firms are totaUy insufficient in themselves to meet 
a great expansion? 


Sir Reginald Henderson: You refer to all 

three services? 

4648. Sir Philip Gibbs: Yes, if you like; to all three 
services. 

Sir Reginald Henderson : That is quite true. 

4649. Sir Philip Gibbs: That is a very vital point 
for the consideration of this Commission, that there 
may be some organisation necessary for enlisting 
the whole engineering and manufacturing capacity 
of the country without absolute reliance on the 
private armament firms. There may be some other 
organisation which is advisable. 

Sir Reginald Henderson: 1 am not quite clear 
what you call an armament firm. ^Vill you tell me 
exactly what you mean by an “ armament firm ’ ’ ? 

4650. Sir Philip Gibbs: There are some private 

firms which specialise in the making of weapons. 

Sir Reginald Henderson : Yes, hut they make 
other things as well. 

4651. Sir Philip Gibbs: It seems to me that under 
the present scheme in the White Paper these arma- 
ment firms are already recognised as being incap- 
able of that great expansion necessary in time of 
war, and that therefore there is a tendency for 
the government to enlist the general manufacturing 
capacity of the country. Would you agree with 
that? 

Sir Reginald Henderson: Yes, definitely; 

absolutely. 

4652. Sir Philip Gibbs: I was wondering whether 
I might ask how far the services are prepared to 
carry their argument about foreign orders. The 
Air-Marshal here has talked about the health of the 
industry. But the health of the industry, if you 
carry your argument far enough, may lead to the 
death and disease of the nation, and if you carry 
this argument about foreign orders for warships 
and weapons to any extent, it seems to me that 
you are endangering the safety of this country. Do 
you see any limit to which foreign orders ought to 
be restricted? 

Sir Reginald Henderson : I suppose there is 
a limit. It rather depends on capital expenditure. 

4653. Sir Philip Gibbs : You would agree that it 
is necessary to control the export trade to some 
extent? 

Sir Reginald Henderson: It is entirely con- 
trolled under licence. You cannot export without 
licence from the Board of Trade. 

4654. Sir Philip Gibbs: Is not your argument open 
to a charge of inconsistency? Certain gentlemen 
here say the more orders we get from abroad the 
better for the services, because it leads to the health 
of the industry. 

Sir Reginald Henderson: Yes. 

4655. Sir Philip Gibbs: But under the licensing 

system there is supposed to be some restriction? 

Sir Reginald Henderson: That is the control. 

4656. Sir Philip Gibbs: In your own mind where 
do you draw the line between what is good for 
the services and what is bad? Do you draw any 


Sir Reginald Henderson : The object of the 
censing system is to control the destination. 

S57 Sir Philip Gibbs: But there seems to be a 
ery considerable encouragement of foreign orders 
nder the licensing system. 

Mr Bovenschen: It does not necessarily 

jllow that we have reached saturation point. Jt is 
ery undesirable to over-eat, but *>>e exact point at 
'bioh one starts to over-eat is a matter which can 
nly be tested in a particular ease 
6®. Sir Philip 6iibs : It seems to me that the 
ervices have not made up their minds upon the 
oint as to whether they have over-eaten 

Mr. Bovenschen-. As far as I " 

een no question so far, with regard to foreign 
rdevs, that the table has been fully spiead 

Philip Gibis : Not very recently, During 
he last two or three years, hut if you 
, period of 40 years I think you will find that the 
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policy of free export which you favour has led to an 
enormous increase of danger and conflict in the 
world. 

Sir Hcginald Henderson: If they want 

it, they are going to have it. Does it matter 
very much from where they get it, or the purposes 
from the point of view of war? 

4660. Sir Philip Gihbs : I think it does matter to 
some extent, because this nation, which led the way 
in engineering capacity, also led the way in the 
creation of armaments in the world — as, for 
instance, in the case of the Japanese navy. 

Sir Reginald Henderson : I should also like 
to say that it leads the commercial world. For 
instance, Sir Thomas Bell at the launching of the 
Queen Mary said that the Queen Mary could not 
have been built if it had not been for their ex- 
perience with naval engines. That was in his 
speech. 

4661. Sir Philip Gibbs: All the services represented 
here to-day are taking a vei-y strong line in favour 
of the traffic in arms. 

iS'ir Walter Jenkins : Not the traffic. 

4662. Chairman : The controlled traffic. 

Sir Philip Gibbs: The controlled traffic in 

arms, but with a very distinct encouragement from 
the services behind it. 

Sir Thomas Allen: The figures in this state- 
ment that I have show that the value of the exports 
of various descriptions of arms and ammunition from 
the United Kingdom during the past 12 months 
amounted to £3,680,419. That is apart from aero 
engines and aeroplanes. 

Mr. Bovenschen : That is not necessarily to 
foreign countries alone, is it ? Are not the 
Dominions and India included in those figures? 

4663. Chairman : No, the Dominions are excluded 
from those figures. 

Sir Thomas Allen : It includes ammunition, 
arms, torpedoes, and military and naval ordnance, 
but not aeroplanes or aero engines. It is a growing 
figure, compared with the figure given in the pre- 
vious statement in the House of Commons in reply 
to a question put by Mr. Lunn. The figure was 
then one million and some odd thousands. With 
regard to this Memorandum B, we gather that 
nationalisation is practicable, it is only a question of 
cost. Otherwise you see no difficulty whatever? 

Mr. Bovenschen: It depends upon where you 
draw the line. 

4664. Sir Thomas Allen: 1 am taking paragraph 4, 
where you say : “ If these weapons alone are con- 
sidered ” — ^that is the weapons referred to in para- 
graph 3 — “then it is quite possible for the Royal 
Ordnance Factories, with considerable extension, to 
meet all the peace-time requirements of the army in 
practically all kinds of weapons.” 

Mr. Bovenschen: If you are referring to the 
final stages, and not to the manufacture of the com- 
ponents throughout, such as the engine for the 
tank, the tractor for the tank, then the answer is 
yes. 

4665.511* Thomas Allen: It has never been con- 
templated, as far as I remember, by any witness 
who 'has come before us that under a national arma- 
ments system — short of complete nationalisation — a 
vast number of supplies of subordinate parts would 
not continue to be obtained from private firms. You 
have here a very much simpler proposition than 
under Memorandum A, which precedes it. 

Jlf r. Bovenschen : If you are confining it to 
those particular things 

4666. Sir Thomas Allen : I am dealing now with 
Memorandum B and not touching at all upon 
Memorandum A. You come to the conclusion in 
your own mind that it is practicable and possible. 

Sir Hugh Elies : For peace requirements only. 

4667. Sir Thomas Allen: We are in times of peace 
at present, are we not, and it is contemplated that 
you may spend £100,000,000 or £200,000,000, or 
whatever it may be, perhaps up to £500,000,000. 
Speaking as a simple-minded commercial man, if I 
were entering into a business where £50,000,000 or 


£100,000,000 was going to be spent I would 
naturally look around to produce, if I could, some- 
thing for myself out of that expenditure, rather 
than lay it out upon somebody else. Is not that a 
practical business proposition for the government, in 
contemplating development such as they are doing, 
that they should make a trial to see what they can 
do in one particular direction P 

Sir Hugh Elies : You mean a large extension 
of ordnance factories? 

4668. Sir Thomas Allen: Taking this particular 

paragraph 4 and making a sort of national experi- 
ment. 

Sir Hugh Elies : Something that will go some 
way to meet war requirements? 

4669. Sir Thomas Allen : Yes. 

Sir Hugh Elies: Or part of them. 

4670. Sir Thomas Allen : You are doing that now. 

Sir Hugh Elies : But when the pressure goes 

off — as one hopes it will go off — then you are stuck; 
you have the maintenance of a nucleus that you 
cannot employ. You are putting a burden on the 
annual maintenance votes. That is the big objection 
to extending your government factories. 

4671. Sir Thomas Allen: It does seem to some of us 
that it would be much more economical. Take, for 
example, the programme under the White Paper. 
You will now bring an increasing number of firms 
into touch with armament making. From an 
economical point of view it does seem that here is an 
opportunity for the government to take a wider 
interest and a larger place than it is attempting to 
do. And that without any risk whatever. 

Sir Hugh Elies : There are certain directions 
in which we have got to expand the government 
factories, and that expansion will run us into very 
large expenditure, but it is for the fulfilment of 
functions which cannot be fulfilled by private enter- 
prise. I think the feeling of all the departments 
is this, that the less we pile up our commit- 
ments in the normal period the better it is going 
to be for the state. We have been very hard put 
to it in the last few years, as Sir Reginald Townsend 
will tell you, to keep the nucleus personnel of the 
Arsenal going at all ; in fact in certain directions 
they have been absolutely down to bedrock. 

Sir Reginald Townsend : May I say, from the 
factory point of view, that I have advocated extend- 
ing factories only where I could see a possibility in 
future lean years of keeping the Arsenal alive. A 
closed factory is not of very much use to us. On 
certain manufactures, as Sir Hugh has said, we are 
at the moment contemplating huge expansion. That 
is where the trade cannot normally help us. May I 
make one other point about that? We were down to 
very hard times in 1933-4; in Woolwich we were 
down to 6,700; now we are up to 11,000 or so; but 
at that time we hardly had enough work to keep the 
nucleus of the crafts and trades alive. If we had 
had to furbish them up in two or three factories it 
would have been 'impossible. There was not enough 
to go round. 

4672. Sir Thomas Allen : We view with widening 
apprehension the fact that a lot more firms are to 
make armaments in this country and by and by 
we shall be again in an awkward position. Those 
firms will be equipped, and if we could see some 
gesture on the part of the government — because 
all these things will have to be paid for ultimatelj’ 
by the state— that it was making some additional 
effort to meet the situation, through nationalisation, 
or national factories, it would relieve our minds 
somewhat. It seems to us that there is a continuous 
process of dependence upon private industry and that 
little or no attempt is made to deal with this problem 
as a national proposition. 

Sir Hugh Elies : As a government monopoly, or 
rather in that direction? 

4673. Sir Thomas Allen: Well, you can call it a 
monopoly if you like. Under a monopoly private 
enterprise would have a larger place in providing the 
subsidiary material. 

6 C 
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Sir Beginald Townsend : We are extending 
our factories considerably at the moment. We are 
extending at Birtley, we have a big programme 
there, and we have also a big programme, costing 
some hundreds of thousands of pounds, at Hereford. 
That is just starting. So we are not left entirely 
in the cold. On the explosives side, we are starting a 
new factory in Scotland. It will commence to oper- 
ate in November of this year. On the filling side 

4674. Professor Guiteridge : You are out to make the 
Bren gun? 

Sir Beginald Townsend : We are preparing at 
Enfield to make the Bren gun in the Royal Ordnance 
Factory. 

4675. iS'ir Thomas Alle?i : We appreciate your position 
as service men, you want to be safe in any eventu- 
ality, but it does seem to some of us — we may be 
wrong — that your minds are running in just that 
groove in which they have run for generations, and 
that there has been no real attempt to make a move 
forward in the direction of the state doing some- 
thing for itself in that direction. That would not 
only be economical but I am sure it would satisfy 
very largely the public conscience, which is very 
much disturbed now in that particular regard. Can 
you help us a little.!’ 

Mr. Bovenschen : I think, Sir Thomas, if I may 
say so, in considering how to meet the deficiency pro- 
gramme the department is in fact considering where 
it. would be desirable to expand by way of ordnance 
factories, but in certain instances, to use your own 
words, it is more economical, and produces, probably, 
more rapid results, to take the capacity that is 
already available and to use a portion of that for 
expansion. I do not know whether that answers your 
point, but I think that it does. 

Sir Hugh Elies: There is no intention, Sir 
Thomas, of creating new armament firms. What 
we are trying to do is to take the normal engineering 
firms and to educate them to be able to make, let us 
say, shell against the time of emergency when the 
energies of the whole of the engineering industry 
will be diverted to war work, if ever such a situation 
again arose as it did in the last war. There is no 
intention of creating new armament firms. 


4676. Sir Thojnas Allen: But you do seem to intensify 
the monopoly which they already hold. 

Sir Hugh Elies : I am not sure that we do that. 

4677. Sir Thomas Allen: What I am a little dis- 
tressed about personally is this : These particular 
firms are letting out already a good deal of their 
work to sub-contract, which was a very deplorable 
feature of the last war until the Ministry of Muni- 
tions took over and regulated it. There is no regu- 
lation now; you are depending upon the old firms, 
as before; they in their turn are giving out the work, 
and it does not seem to some of us to be on quite 
the right lines. 

Sir Hugh Elies : I think we are developing 
a good deal beyond purely the old firm, on the 
lines that I have suggested. I think that if it 
is the duty of a citizen to defend his country — as 
it used to be — perhaps it is equally the duty of 
those who will not go into the front line to make 
munitions. That is rather the idea that is behind 
our conception of the whole thing. A firm devotes, 
we will say, one-twentieth of its supervision to 
making so many thousand shells and so on ; it puts 
down so much plant inside its building and so much 
outside; that is what we call balancing the plant. 
When the emergency comes you have your nucleus 
personnel on the spot. That firm is working as a 
peace-time firm, not as an armament firm ; when the 
emergency comes they can take more machinery into 
their shop and you get multiplication of production. 
That is what we are trying to do. There is an 
advantage over the government factory in this 
way, that you have your personnel on the spot. In 
the case of the government factory you have to bring 
in your personnel, that means that you have to 
dislocate somebody else, you have to get your per- 
sonnel from somewhere, and the people who go into 
the government factories aird who swell the govern- 
ment personnel 10-fold are leaving a lot of machines 
behind in industry doing nothing, which might be 
devoted to useful work. 

4678. Sir Thomas Allen: When a man goes into the 
trenches or the front line he goes there as a nation- 
alised individual. Why should he not go into a 
government factory on the same terms? 

Sir Hugh Elies : That raises a wide political 
issue which I would rather not deal with. 


(Adjourned for a short tinue.) 


On resuming : 


4679. Chairman : Gentlemen, we do not want to keep 
you here longer than is really necessary, and I have 
been thinking over whether it is really necessary to 
continue reading these statements. Of course, we 
have them and we have read them and shall no 
doubt read them again, and they are available to 
the press; and therefore although from some points 


of view it was a nice thing to have them read, it is 
not necessary and I do not think we ought to keep 
you here longer than is necessary, and therefore 
I propose that we should not continue to read the 
rest of these memoranda but take them one by one, 
and then I will ask any member of the Commission 
who wishes to ask a question on it to do so. 


The following memoraiidum teas subinittcd: 


COST OF NATIONALISATION. 

C. MEMORANDUM BY THE AIR MINISTRY.* 


The Memorandum on this subject prepared by 
the War Office can be taken as applying to the 
interests of the Air Ministry also so far as they 
relate to machine guns, ammunition, bombs or 
other warlike stores. The present memorandum 
deals with the question only from the point of view 
of the nationalisation of the firms which are con- 
tractors to the Air Ministry for airframes and 
aero-engines and certain components or accessories 

* Separate memoranda by the Admiralty and the 
War Office are reproduced at pp. 660 and 662. 


of a specialised kind. The purely civil aircraft 
constructors are ignored. 

Nationalisation might take various forms. For 
example (1) the state might take over the air- 
craft and engine factories which now supply the 
Royal Air Force on a basis of private profit, and 
convert them into national factories. Alternatively 
(2) the state might compensate these factories for 
loss of government business and start new national 
factories instead, leaving the existing factories to 
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wind themselves up or to devote themselves to civil 
aircraft work, though the demands of civil avia- 
tion are — and are likely to remain for a long 
time to come — on so small a scale that they would 
only provide employment for a fraction of exist- 
ing capacity. 

The cost under alternative (1) would depend upon 
the basis of calculation adopted for the purpose of 
buying out the aircraft and engine firms. If it 
were decided to purchase them outright at cur- 
rent market prices, the cost would not be less 
than £25 millions. 

Alternative (2) could be adopted more cheaply. 
The cost on this basis may be tentatively assessed 
at between £121 and £15 millions, of which some 


£7^ to £10 millions would represent very roughly 
the value of the works and plant of the aircraft 
industry or alternatively the probable cost of 
building national factories to take their place. The 
balance is due to the fact that in addition to the 
cost of replacement there would undoubtedly be 
considerable expenditure on compensating the pre- 
sent companies for the destruction of their busi- 
ness. The basis on which such compensation would 
be payable would need careful consideration but 
a moderate estimate is £5,000,000. 

What method of nationalisation and consequent 
compensation should be adopted is, of course, a 
political question. 


4680. Chairman : Does anybody wish to ask a ques- on the comparative costs of production, 
tion upon that? If not, then we will go to No. V — 

The following memoranda were submitted: 


V. COMPARATIVE COSTS OF PRODUCTION. 


MEMORANDUM BY THE ADMIRALTY ON COMPARATIVE COSTS OP BUILDING WAR 
VESSELS IN H.M. DOCKYARDS AND IN PRIVATE YARDS. 


1 . For the proper consideration of the question 
of comx>arativ6 costs of dockyard built and contract 
built war vessels, it is important that it should 
be realised that whereas the commercial building 
yards are laid out and equipped in all their essentials 
for the definite jiurpose of building ships, H.M. 
Dockyards are not primarily shipbuilding estab- 
lishments, but have been developed and are kept in 
being mainly for the purpose of maintaining the 
Fleet in a proper state of repair and providing 
accommodation for the storage and distribution of 
its necessary equipment. 

The character of this organisation for the primary 
function of repair work was seen last year when 
tenders were invited from shipbuilding firms for 
the large refit of a 10,000 ton cruiser, and it was 
found that the cost of undertaking the refit in one 
of H.M. Dockyards was much lower than in a 
private yard. 

2. Shipbuilding is in fact, only a secondary func- 
tion in dockyard activity and its extent must at 
all times be governed by the programme of other 
work (fleet repairs, etc.) in prospect. The existing 
capacity of the dockyards for new construction 
work is, moreover, very considerably short of that 
required for a full normal building programme and 
private firms are, in the circumstances necessarily 
relied upon for the major portion of warship build- 
ing, and almost entirely for the manufacture of ship 
machinery, dockyard production of which can only 
be carried on to a limited extent. 

3. Dockyard conditions for new construction work 
being as stated, it will be appreciated that dock- 
yard costs inevitably include a substantial element 
of on-costs (reckoned at 40 per cent, of the total 
thereof) which, for the purpose of Fleet main- 
tenance, must be incurred whether or not new con- 
struction work is undertaken. In effect the building 
of a vessel in a dockyard does not involve additional 
expenditure to the full extent of the costs assessed 
for her construction. 

4. In contrasting costs the following points must 
also be borne in mind: — 

(a) for the most part only the hulls of vessels 
are constructed in H.M. Dockyards. The 
machinery, boilers, gun mountings and to a great 
extent the structural and other material required 
for the building of a ship are purchased by con- 
tract and whatever element of profit there is in 
the manufacture of these items falls to these con- 
tractors, wherever the vessel is built. 


The composition of costs for dockyard and con- 
tract built ships, on the basis of a cruiser may, 
in fact, be stated thus: — 



Dockyard 
Built (approxi- 
mate per- 
centage). 

Contract 
Built (approxi- 
mate per- 
centage). 

Payments to contrac- 
tors for contract 
work and material 

71 

98 

Dockyard labour 

17 

1 

Dockyard on-oosts 

12 

1 


100 

100 


(b) No two ships are exactly alike in the matter 
of construction of fabric and fittings however close 
their dimensions, armament, horse power, etc., 
may appear. Differences in types of mountings, 
extent of welding on structure and a number of 
minor features may affect the total cost to an 
appreciable degree. 

(c) The construction of hulls by contract in- 
volves the Admiralty in certain expense for over- 
seeing, etc., which is not treated as part of the 
building costs; in dockyard construction expense 
of this nature is avoided. 

5. In actual practice, if the assessed costs of build- 
ing in the dockyards are fully taken into considera- 
tion, and the varying conditions in dockyards and 
private yards are borne in mind, the final costs do 
not appreciably differ even when account is taken 
of the fact that contractors in lean times cut their 
prices. Certain types of vessel — cruisers for example 
— can in the normal course be built as economically in 
the dockyards as by contract and it is the practice, 
therefore, in the allocation of work to assign to the 
dockyards such cruiser tonnage as is possible within 
their building capacity and with due regard to the 
programme of Fleet work in prospect. Facilities in 
the dockyards for the construction of destroyers are 
not, on the other hand, entirely suitable and ex- 
perience is that this type of vessel can, both on 
grounds of efficiency and cost, be built to greater 
advantage in private yards. 

As regards submarines, the first of any new class 
is by its nature experimental and it is the general 
practice for such vessels to be built at a Royal Dock- 
yard. As a rule it is not until the design is estab- 
lished as a result of building experience with the first 
vessel(s) that outside contracts are invited for the 
remainder of the class. It follows that, taken over 
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any period covering the introduction of new types, 
the cost per ton of dockyard built submarines, which 
allows for the necessary experimental and develop- 
ment work, is on the average higher than that for 
contract built vessels, but for those types which do 
not contain the experimental element, dockyard and 
contract prices correspond fairly closely. 

6. The attached statement shows the comparative 
costs of similar vessels of different classes built during 
recent years in the dockyards and by private 
contract. 

7. Full building costs are indicated for each vessel, 
and for those built in the dockyards the amounts 
for on-costs, included in the totals, have been shown 
separately. 

8. It is considered that the public interest is well 
served by present arrangements, under which the 
dockyards undertake such shipbuilding as the pro- 
gramme of repair and other work allows and the 
balance of new construction work falls to the private 
trade. 

9. New construction work, although subject to 
interruption to meet other demands, is essential 
in the Royal Dockyards. It absorbs labour in slack 
times between refitting periods, thereby upholding 
the policy of the government in giving continuity 
of employment. Furthermore, it helps to maintain 
a high standard of efficiency in dockyard work, 
provides the necessary trained staff for overseeing 
the construction of ships built in private yards, 
as well as trained personnel required to meet ex- 
pansion in times of emergency or war. 


Costs op Ships built by Contract and of Ships of 

WHICH HULLS WERE CONSTRUCTED IN HOMB YaRDS. 


— 

Contract 

Built. 

Dockyard 
Built (in- 
cluding 
on-costs). 

Dockyard 

On-costs. 

Cruisers 
Orion ... 
Neptune 
Achilles 
Ajax (a) 
Arethuaa (a) ... 
Galatea 

£ 

1,495,404 

1,421,597 

1,159,733 

£ 

1,423,378 

1,408,895 

1,200,161 

£ 

(182,607) 

(174,343) 

(172,633) 

Destroyers 
Comet and 
Crusader 
Cygnet and 
Crescent 

549,203 

598,002 

(80,468) 

Leaders 

Exmoutb 

Faulknor 

Duncan 

Kempenfelt ... 

319,589 

281,671 

347,109 

300,362 

(47,954) 

(41,299) 

Submartnci 
Snapper (b) (o) 
Salmon (b) 

227,729 

230,996 

(68,724) 


(o) The figures are to a very small extent approx- 
imate. 


(b) The design of these submarines was already 
established. 


B. MEMORANDUM BY THE WAR OPFIOE ON COMPARATIVE COSTS OP PRODUCTION OP 
ARMAMENTS &o. BY GOVERNMENT ESTABLISHMENTS AND PRIVATE FIRMS. 


,1. The Commission have asked for evidence as 
to the comparative costs of production of armaments, 
etc., in government establishments and private 
firms. As to the form of this question, it must be 
observed in the first place that the issue is ultimately 
one, not of the comparative costs of production, 
but of the comparative prices chaiged to the pur- 
chasing departments. In the case, however, of the 
ordnance factories (which are the government estab- 
lishments with which the War Department is 
concerned) the prices charged represent, as explained 
below, the actual cost of production, whilst, in the 
case of the trade, War Department contracts 
frequently, and especially in the case of stores for 
which competition is not available, give powers to 
inspect books, so that the department has a good 
deal of confidential knowledge about trade costs 
also. The question of comparative costs, as well as 
that of comparative prices, cannot therefore be 
ignored. Use is made of this comparison where 
practicable in peace, e.g.. for communicating to a 
firm where ordnance factories costs suggest the 
possibility of savings and it would bo of special 
importance in considering the emergency situation 
when it is possible that the majority of prices would 
be compulsorily determined with reference to a cost 
basis. 

2 . In allocating orders between the factories and 
the trade the comparative prices are naturally 
amongst the factors considered; whilst after alloca- 
tion*, in the case of all War Office requirements 
where the ordnance factory order amounts to £1,000 
or over and there is a comparable trade order, formal 
comparisons between these prices are regularly made 

Note. It must be mentioned, however, that the 
actual allocation of work between factories and the 
trade is subject to, and governed by, the policy which 

been confirmed by successive governments that it 
is necessary to maintain the factories at at least a 
nucleus strength and at the same time as far as possible 
to keep in being the productive capacity of the trade 


and unexpected differences are inquired into. 
Broadly it may be said that the two parties hold 
their own with each other fairly well. 

3. Two questions may perhaps bo asked when 

ordnance factory and trade prices are considered: 

(а) Does the ordnance factory costing system 
secure that the prices charged represent the true 
cost of the products? 

(б) Is the cost of the ordnance factory products 
incurred under the same conditions as the trade 
costs are, and does it include the same elements? 

4 . The answer to question (a) above is, broadly 
speaking, in the affirmative. Under the ordnance 
factories costing system the ivhole of the expenditure 
incurred by the factories on production of any de- 
scription is recorded for each order under three 
main heads— (i) direct labour, (ii) direct material, 
(iii) indirect expenditure or factory expense. The 
direct labour aud direct material employed in manu- 
facturing the product are naturally charged up to 
its cost in full. The indirect expenditure — which it 
may be observed includes depreciation charges levied 
at normal commercial rates on the machinery and 
other capital assets used in the manufacture — is 
distributed systematicailly over the various shops, 
and the quota thus allotted to each shop is again 
systematically distributed over the products of that 
shop, ffhe object of the approved rules governing 
this systematic distribution of the indirect expendi- 
ture is to ensure that it shall be taken up by the 
products of the factories (o) in full, and (b) by a 
method which precludes the possibility of favouring 
the costs of some products at the expense of the 
coats of others. 

5. The statement made and explained in the pre- 
ceding parapaph to the effect that the ordnance 
factory costing system gives the true cost of the 
product should perhaps be qualified by a reference 
to the subsidy, which is paid to the factories in cash 
by the defence departments in consideration not of 
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any production of goods but of the fact that the 
factories retain large reserve assets in the shape of 
buildings, iplaut and machinery, against the need 
of expansion in emergency. This subsidy, however, 
which amounts at present to about £120,000 a year 
in comparison with about £3,000,000 annual value 
of output of goods (in 1935), is not relatively a large 
matter, and if it were abolished the prices of the 
goods supplied would not be increased on the 
average by more than 4 per cent, at the outside. 
If, on the other hand, concurrently with the abolition 
of the subsidy, the reserve plant, etc., in respect 
of which the subsidy is paid were also dispensed 
with, it is safe to say that no part of this 4 per 
cent, increase on prices would be incurred, since 
the expenses to which the factories are put in 
connection with the upkeep of their reserve plant — 
which expenses, except in so far as met by the 
subsidy, must be charged in the prices of the goods 
that the factories supply — are certainly not less than 
the amount of the subsidy. 

6. To turn now to the question raised in para- 
graph 3 (b) above, as to how far the costs incurred 
by the ordnance factories, and charged, as stated 
above, as their prices, resemble or differ from the 
corresponding costs incurred by trade firms, and how 
far the factories and trade work under the same 
conditions, it may be said in general that the 
factories are run as far as is practicable on a com- 
mercial basis. The great bulk of their staff are 
weekly wage earners, without pension rights, and 
liable to discharge when work is not available for 
them; indeed, the strength of the factories is 
constantly fluctuating. 

7. There are, however, numerous and important 
respects in which the two parties must necessarily 
differ; the following give some of these in the form 
of brief headings: — 

(i) Advantages enjoyed by the factories. 

(a) The above-mentioned subsidy — say 4 per 
cent., based on the production for 1935. 

(b) No profits need be earned and no interest 
paid on capital. 

(c) No selling organisation needed. 

(d) No bad debts. 

(e) Minimum volume of orders guaranteed even 
in lean years. (But there is a certain corre- 
lated disadvantage — see (k) below.) 

(/) Salaries of highest ranks lower than in 
■ outside life and some expenses incurred on behalf 
of factories, e.g., salaries of staff in the War 
Office connected with the administration of the 
Ordnance Factories, are not charged against the 
factories at all. 

(g) Expenditure on design work is charged to 
the services concerned separately from the cost 
of manufacture. 

(h) Prices do not include packing of stores and 
delivery to army depots, as trade prices do. 


(ii) Disadvantages suffered by the factories. 

(i) No market for anything practically but 
warlike stores. (There are a few exceptions but 
not important ones.) 

(j) No market outside British and other Em- 
pire governments for warlike stores. 

(k) Minimum output must be regularly given, 
even when production is not economical, which 
it is not when the strengths are low. It follows 
also that sometimes work is allotted to the fac- 
tory which is not wholly suitable for the most 
efficient production and the resultant costs are 
not a true reflection of the factory’s efficiency. 

(l) Large reserve capacity must be kept up 
(per contra to (a)). (But it is known that some 
trade firms keep up quite appreciable reserves of 
plant.) 

(m) Male wages rates in the matter of the 
“ Morris Award ” higher than in outside trade 
and some special privileges (leave with pay, and 
pensions to minor staff grades) given which are 
on the whole probably better than the trade 
gives. 

(n) Female labour not employed. 

(o) Woolwich is looked to to produce experi- 
mental and special types of stores in compara- 
tively small quantities and to meet specially 
urgent demands, especially where design is not 
complete. (To some extent this may also be re- 
quired of the trade.) 

(p) Woolwich is liable to frequent interruptions 
in the programme of work to meet service 
demands. This may of course apply to some 
extent to the trade in times of increasing ex- 
penditure on arms. 

(g) Metropolitan Police superannuation paid 
in return for no service now rendered. 

(r) Woolwich is badly laid out — many old 
scattered buildings expensive to maintain and 
heat. 

(s) The factories have no discretion in price 
making; their prices must reflect their account- 
ing rules, whereas the trade can on occasion 
make a low price for reasons of policy. 

(f) Trade do straight production of new stores, 
the Ordnance Factories do repair work as well. 
The repair work amounts to about 20-25 per cent, 
of total output. This probably increases their 
costs generally by preventing them from organ- 
ising themselves in a simple way, as for routine. 

8. It is not possible to evaluate all these differences 
in terms of money, but the net result of them is to 
show that the factories and trade work largely under 
different conditions and for different purposes, so 
that differences in their prices would not necessarily 
imply any difference in manufacturing efficiency. 
Indeed the general view of the War Office is that 
both the factories and the trade are efficient and 
that the prices of both of them are, in general, 
reasonable. It is seldom, of course, that the bare 
prices for any article can be taken at their face 
value as various casual factors, differences in the 
product, etc., are generally present. Further it is 
not to be expected that one or other party will 
regularly be the cheaper of the two. 


4681. Chairman: There are one or two questions I 
want to ask about that because the other day I was 
rather taken to task for suggesting that in the 
government dockyards it was not true to say that 
guns were supplied from outside. What is the fact 
about the guns? They are supplied from outside, 
are they not? They are not produced in the dock- 
yard? 

Sir Beginald Henderson : The Royal Ordnance 
Factory supplies a certain number, but all gun 
mountings are supplied from outside. There is just 
the difference between a gun mounting and a gun, 
a technical detail ; but, broadly speaking, all the gun 
mountings come from outside and 77 per cent, of 
the guns. 


Sir Walter Jenkins: May I supplement that? 
I read that Dr. Addison in his evidence claimed that 
the Ministry of Munitions bought all the arms used 
in the Great War. 

4682. Chairman: \^^le^e are you reading from? 

Sir Walter Jenkins: I thought I would sup- 
plement this statement. Perhaps it would come 
better really at a later stage. 

4683. Chairman: Very well. 

Sir Walter Jenkins: On Memorandum VI 

perhaps. 

4684. Chairman : I think the net result of this part 
of the statement is that the view is that the costs 
do not appreciably differ. 

Sir Beginald Henderson : That is true. 
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4685. Chairman: Sometimes one is cheaper than the 
other, and it is sometimes the other way. 

Sir Reginald Henderson : The system of 

accounting and various other things are rather 
different. For instance, we have a chapel in the 
dockyard and that comes under our costs. Well, a 
chaipel is not actually bound up in the job. It is 
very difficult to get an absolutely true comparison. 

4686. Sir Thomas Allen: I should like to ask one 
question. I gather from Memorandum V that the 
present arrangement is that government dockyards 
give principal attention to repair work rather than 
constructive work, that constructive work is secondary 
to repair work and that with regard to the private 
firms constructive work predominates exclusively : 
they do no repair work at all. 

Sir Reginald Henderson, : That is so. 

4687. Sir Thomas Allen: Could you enlighten our 
minds as to why this line of demarcation is drawn, 
why you should do practically all the repair work 
and private manufacture the constructive work, 
from this point of view, that when you are con- 
sidering economies the repair work, of course, is 
more costly ; when you are having a costing system 
and you want to compare between one firm and 
another you must take into consideration whether it 
is constructive work or whether it is repair work, 
and you would be in a disadvantageous position 
relatively when you were estimating the costs. Why 
particularly are you interested in repair work vis-d~ 
vis constructive work? 

<S'ir Reginald Henderson : One reason, of 

course, is that when a ship comes in for repair, 
until you open up the machinery and various other 
things you do not know what you are going to come 
across. If you had to place a contract with an out- 
side firm you would he delaying things considerably. 
For another thing, the sailors generally live around 
their home ports, and when the ships are under 
repair they want a certain amount of leave. If their 
home port was Portsmouth and you put them up 
on the Tyne they could not get home for week-ends. 
The whole repair work of a ship and docking and 
that sort of thing is your whole basis on which you 
keep your ship fit, and you do not want to go to 
outside firms for the purposes of the ordinary altera- 
tions and additions every time there is some altera- 
tion and addition. It is much more expensive to 
get contracts for it and sketches for it and all that 
sort of thing. It is a very laborious method of pro- 
ceeding. We have tried. There was a question of 
unemployment at Jarrow. We tried very hard and 
went to an enormous amount of trouble but the work 
could not be undertaken by them under competitive 
conditions. 

iS'ir Walter Jenkins: May I also say that 

.when a ship comes in to be repaired she has got to 
be de-stored, her ammunition has got to be taken 
out of her, and conversely when she has been com- 
pleted she has then got to be re-stored and 
munitioned; and the storehouses, of course, exist at 
the dockyard base or in the neighbourhood. 

4688. Sir Philip Gibbs: Am I right in thinking 
that the design comes from the Admiralty? 

Sir Reginald Henderson: The design? Yes. 
certainly. 

4689. Sir Philip Gibbs: Always? 

Sir Reginald Henderson: Always. I do not 
say that private firms do not design, but the design 
as a whole is appcoved by the Admiralty. 

4690. Sir Philip Gibbs: Yes, but would it be by 
naval architects employed by the Admiralty? 

Sir Reginald Henderson: Yes, by the Royal 
Corps of Naval Constructors. 

4691. Sir Philip Gibbs: In that case would those 
designs be available to the private firms for their 
own use? 

Sir Reginald Henderson: For private firms? 

4692. Sir Philip Gibbs: Yes. 

Sir Reginald Henderson : Oh, no, they are 
not allowed to do the designing. 

4693. Sir Philip Gibbs : Supposing, for instance, a 
private firm received an order for a battleship or a 
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cruiser from a foreign country, do you hold your own 
designs or would they be available for foreign 
countries? 

Sir Reginald Henderson : Oh, they are not 
available for the other countries, not a bit. Of 
course, naturally whatever happened to have been 
the design is known to the particular firm who is 
constructing it, but they cannot go over the design 
or even construct a similar type to our designs 
without permission. They cannot turn them over. 
For instance, an inquiry has come in since I have 
been at the Admiralty from a foreign country, and 
they have asked for the designs and we have said, 
“ Oh, no.” 

4694. Professor Gntteridge: Where is the experi- 
mental work done — at the dock or with the private 
firms ? 

Sir Reginald Henderson: Most of the experi- 
mental work is done in the dockyards, excepting 
that certain firms have got their own what are 
called tanks for stability tests, and so on. It is 
nearly all done in the dockyards. There are about 
ten of those tanks. 

4695. Professor Gutteridge : 1 was thinking more of 
the type of a new cruiser. 

Sir Reginald Henderson: The stability tests 
and that sort of thing are done in the naval tanlk 
at Gosport. 

4696. Professor Gntteridge : Of course, you would 
be able to keep that to yourselves ? 

Sir Reginald Henderson: Oh, yes. That is 
in the dockyard premises. 

4697. Mr. Spender: I suppose you can get, under 
your system, a fairly accurate comijarison between 
the costs in the dockyards and the costs of private 
yards? I suppose in the case of a cruiser or a 
destroyer it is subject to a certain agreement as to 
the overhead charges? 

Sir Reginald Henderson: Yes. I think these 
are as nearly accurate as you can get them. As I 
say, there is always some little thing that crops up, 
but if we were placing a contract for a ship 
to-morrow we should know within quite a reasonable 
sum whether it was a fair and reasonable tender. 

4698. Dame Rachel Crowdy: If your British firm 
builds a ship for another country, a foreign country, 
does the firm have to get any form of permission 
from the Admiralty? 

Sir Reginald Henderson: Certainly, a licence. 

4699. Dame Rachel Grou'dy : Is it true that the 
Admiralty then makes itself responsible for training 
the foreign crew if they care to oome over? 

Sir Reginald Henderson : No. We have never 
trained a foreign crew. 

4700. Dame Rachel Crowdy: I thought you trained 
foreign crews for the submarines, for example. 

Sir Reginald Henderson: No. You are think- 
ing of the Portuguese? 

4701. Dame Rachel Crowdy: I was thinking of the 
Portuguese — well, I was thinking of two cases. 

Sir Reginald Henderson : No. We have never 
trained any or had any on board, but we 
have said if they like to work at Portsmouth 
and Plymouth they might do it, make use of those 
harbours where the firm who built the submarine 
could leave its technical peoijle on board. They 
actually work at Portsmouth and Plymouth. 

4702. Dame Rachel Crowdy : But the British navy’s 
technical staff stayed on board? 

Sir Reginald Henderson: No, we had no 

Admiralty technical staff there. 

4703. Professor Gutteridge: I thought there was a 
case where a destroyer or something was supplied to 
Colombia and manned by British officers and crew? 

Sir Reginald Henderson: They were retired. 

4704. Dame Rachel Crowdy : Retired specially for 
the purpose? 

Sir Reginald Henderson : Oh, no, not specially 
for the purpose. They had retired. 

4705. Professor Gutteridge : I think they did not 
stay very long, did they? 

Sir Reginald Henderson: Not all of them. 
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4706. Mt. Spender : In the case of battleships con- 
structed in British yards, the British Government has 
the right of commandeering these if necessary? 

Sir Iteyiiiald Henderson: We had, but not 
under the Washington Treaty. I am not sure of this 
new one. 1 think it is the same but 

4707. Mr. Spender: Of course, it is a very important 
element in private construction. Have you waived 
that now ? 

Sir Reginald Henderson: In the Washington 
Treaty it was so, but I am not quite certain about 
the position under the recent treaty. 

4708. Mr. Spender : Could we have information about 
that, because it is a very important element in 
private manufacture if you have the right of com- 
mandeering. 

Sir Reginald Henderson : Very important. 

Sir Walter Jenkins: Perhaps we might make 
sure but [ think we now have the right. 

4709. Mr. Spender : In the case of the outbreak of 
the late War there was a Brazilian and two Turkish. 

Sir Reginald Henderson: Yes. I will make 
quite sure on that point.* I know under the old 
treaty it was so. 

4710. Mr. Spender: You mean the Washington 

Treaty? 

Sir Reginald Henderson: The Washington 

Treaty. 

4711. Dame Rachel Growdy: May I go back and put 
my last question in a rather different form? When 
we have built for a foreign nation and a crew comes 
over here — we may have misunderstood — are the 
foreign crew allowed to be on our ships of the 
same class in order to gain experience before they 
take over their own ship? 

Sir Reginald Henderson : No. I am speaking 
from memory, but I do not remember such a case. 
There are a certain number of foreign officers— the 
Chinese, for instance — who have definitely asked that 
they might go through an engineering school. They 
have also wanted to go through an ordinary gunnery 
school, or something like that, and that has been 
allowed under certain conditions — the training of 
those particular officers. The crew that comes to 
take over the ship has no training by British officers 
at all. other than possibly the captain, 

4712. Sir Kenneth Lee : The question of the com- 
parative costs is very difficult to follow, because as 
I understood it. the naval dockyard really buy these 
things and then put them together, according to what 
I understood earlier in your evidence? 

Sir Reginald Henderson: Yes, that is quite 

true. 

4713. Sir Kenneth Lee : Then how do you really com- 
pare costs between private manufacture and the 
dockj'ards ? 

Sir Reginald Henderson: Because the cost of 
what we buy is included in the total cost of the ship. 
It is all put in. 

4714. Sir Kenneth Lee: But what is actually boiight 

will carry the profit that the private manufacturer 
charges ? - 

Sir Reginald Henderson : That is qxiite true, 
but the profit of the private manufacturer on the 
sub-contracts which the dockyard let is placed in the 
total costs of the dockyard. 

4715. Sir Kenneth Lee : For instance, take the dock- 
yard-built Nejytvne. What would the actual sub- 
contracts amount to out of that — ^two-thirds? 

Sir Reginald Henderson : The hull and fittings 
—I would not like to say T am dead accurate, but I 
should think it is in the nature of 30 per cent. 
30 per cent, of the cost of the ship is actually in 
constructing the hull and doing the jig-saw puzzle, 
the labour and the detail of that. But I will verify 
that figure because I should not like to be inaccurate 
in that.t 

* The witness subsequently confirmed that the Lon- 
don Naval Treaty, 1936 contains no provisions, 
equivalent to Article XVII of the Washington Treaty, 
forbidding any power the use of a vessel of war which 
may be under construction within its jurisdiction for 
any other power, 
t See Q. 4719. 


4716. *S'ir Kenneth Lee : So that it would be actually 
cheaper if you did the whole of that, because you 
paid a profit on two-thirds and yet you produce at 
about the same price? 

Sir Reginald Henderson: Yes; but, for in- 
stance, there are certain details which must go out to 
contract. There are people who make dynamos, and 
therefore they are going to get their profit on the 
dynamo they make. We do not want to start making 
d.ynamos. It is the same with all the auxiliary 
machinery and pumps. 

4717. Mr. Spender : 1 suppose the private dock- 
yard would be in the same position? 

Sir Reginald Henderson: They do exactly the 
same thing; they sub-contract. I do not say all 
the firms do, but some of the firms do. Of course, 
some of the biggest firms can to a large extent 
complete a ship on their own, but they do sub- 
contract a tremendous lot. 

4718. Sir Kenneth Lee : But nothing like to the 
same extent? 

Sir Reginald Henderson : Well, I could quote 
six ships to-day where the hull has been made by 
one firm and the machinery by another — these are 
the two large items — and all the auxiliary plant, 
the electrical stuff and so on, is sub-contracted 
for. A very big firm like John Brown on the 
Clyde can make their own main machinery and 
boilers. 

4719. Sir Kenneth Lee : So that this is really a 
fair comparison? 

Sir Reginald Henderson: I think it is abso- 
lutely fair. 

Sir Walter Jenkins: The division is given in 
the table in paragraph 4 of Memorandum VA.* 
The payments to contractors for contract work and 
material are 71 per cent., the dockyard labour is 
17 per cent, and then the on-cost is T2 per cent. 
That is practically the division of the costs. 

4720. Chairman : May we pass to Memoran- 

dum VB. That is a War Office memorandum on 
the comparative costs of production of armaments. 

I do not know who will answer this, but there is 
a footnote to paragraph 2, which is as follows: 

“ Note.- — It must be mentioned, however, that the 
actual allocation of work between factories and the 
trade is subject to, and governed by, the policy 
which has been confirmed by successive governments 
that it is necessary to maintain the factories at 
at least a nucleus strength and at the same time 
as far as possible to keep in being the productive 
capacity of the trade.” Now, the first question I 
want to ask is how many governments are re- 
ferred to there as successive governments ? Does 
it go back a long time? 

Mr. Bovenschen: It is since before the War. 
It has been the policy for I do not know how 
long before the War, but ever since I have been 
in the War Office, and I think ever since my first 
chief, Sir Charles Harris, was in the War Office. I 
think that policy has always obtained. 

4721. Chairman: A considerable number of years? 

Mr. Bovenschen : Oh, a very large number of 

years. 

■ 4722. Chairman : There is another matter that I 
want to be sure about in this connection. You 
know that objection is taken to the export of 
arms as opposed to the manufacture of arms by 
private firms. It is said that the export of arms 
by private firms is necessary in order (to use the 
words of this note) to maintain the nucleus strength 
and at the same time as far as possible to keep 
in being the productive capacity of the trade. That 
is right, is it not, and the reason why it is thought 
desirable to maintain the export trade of private 
firms is that there are not enough home orders to 
keep them going, if I might use that expression. 
That is right, is it? 

Mr. Bovenschen: That is one of the main 
reasons. 

4723. Chairman: Is there any means by which you 
could increase the home orders and so reduce the 

* iS'ce p. 667. 
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necessity, from the point of view of maintaining 
their efficiency, of the export trade? Now with 
regard to Woolwich, I suppose that the home orders 
are all placed out, are they not, and preference 
is given to Woolwich; Woolwich must have as much 
as it wants before there is anything else for any- 
body else; is that right? 

d/r. Bovenschen: Well, may I say what the 
actual procedure is in normal times, if I may 
use the word “normal”? 

4724. Chairman: Of course, I am speaking of nor- 
mal times. 

Mr. Bovenschen : When the estimates are 

framed for the following year a statement is drawn 
up showing how much is available, for both Wool- 
wich and the trade, of work that is suitable for 
both Woolwich and the trade. I am excluding now 
work that is not suitable for Woolwich. A deci- 
sion is then taken as to the strength at which 
Woolwich is to be maintained, and in consultation 
with the Admiralty and the Air Ministry, the War 
Office considers a provisional allocation of the orders 
between Woolwich and the trade. On the alloca- 
tion committee are represented all interests. There 
is the Director of Ordnance Factories, who is there 
to look after the interests of the factories and to 
see that he gets enough to keep his nucleus, what- 
ever that may be, employed. There is the Director 
of Army Contracts, whose job, I suppose, primarily 
is to look after the interests of the trade and to 
see that they are not denuded unduly of orders. 
When times are lean it is sometimes extremely 
difficult to find more than is enough for the fac- 
tories. Of course, when times are better then 
there is a fair proportion that can go to the trade. 

4725. Chairman : I was wondering whether it would 
be possible to decrease the amount of orders given 
to Woolwich and to put them on to some different 
kind of work so that there might be more wholly 
armament orders available for private firms, and 
so render it less necessary for them to export. 

Mr. Bovenschen: You are really raising the 
question of alternative work for Woolwich? 

4726. Chaijmian : Yes. 

Mr. Bovenschen : I think the Director of 

Ordnance Factories can speak to that better than I 
can, but it has considerable political complications 
and I think there are some political, if no other, 
reasons against it. 

4727. Chairman : One is faced with this objection 
to the export, and one wants to look all round the 
question and see whether there is any means of 
dealing with it. 

Sir Beginald Townsend : The qiiestion of 
taking on alternative or civilian work has naturally 
cropped up, but it is a matter of high government 
policy as to whether we should compete with the 
normal peace trade for peace productions; and so 
far. apart from a short period after the War owing 
to labour conditions, it has been decided that we 
should not do so. 

4728. Chairman : It has been suggested to us that 
there is a class of work that Woolwich might under- 
take which is not actively competitive with the 
trade. There were some articles mentioned — 
Post Office work, I think. 

Sir Reginald Townsend: On that point, we 
were at a very low ebb some four or five years ago 
and the government departments were kind enough 
to send us their lists and we got all the informa- 
tion of the types of goods they required, including 
the Post Office, the Board of Trade, and so on, 
and we found that there was practically little or no 
work which was suitable for our particular task ; 
a little Post Office woodwork and so on, but it only 
amounted to hundreds rather than thousands. We 
actually searched in that quarter in vain. 

4729. Chairman: It has been considered, has it? 

Sir Reginald Townsend : I personally went 

through it. 

Mr. Bovenschen: It was considered as lately as 
1930 by a committee under Sir Warren Fisher, 


\_Continued. 


unsuitability 

of the ordnance factories for alternative work 
is _ not due to inefficiency on their part but 
arises fpin their special circumstances and 
from their efficiency for their proper purpose ” 
It was felt that they would not be so efficient for 
alternative work as they are for their ordinary work. 

4730. Chairman: It is no good sacrificing Wool- 
wich; you would do a great injury to the national 
defence policy if you started by injuring Woolwich 
In your view it would injure Woolwich, would it 
to try and take on any of that class of work ? 

Sir Reginald Townsend : Firstly, we could not 
find work within normal government departments 
which was suitable for us, apart from policy. 

4731. Sir Thomas Allen: 1 see that in 1918 on the 
Committee of Inquiry into the Ordnance Factory at 
Woolwich, in the evidence given by Major-General 
The Hon. Sir F. R. Bingham, among other sug- 
gestions he made this one, that Woolwich should 
produce its own steel, and he would go so far as to 
apply this to 9-2 in. howitzer forgings and to this 
extent be self-contained. 

Sir Reginald Townsend: On the point of 
steel, we would be such small users that the price 
would bo almost prohibitive if we made ordinary 
commercial steels. As regards the 9-2 ordnance, we 
actually do up to 9'2 forgings now. 

4/32. Sir Thomas Allen : Yes, but of course he sug- 
gested that with other . suggestions he made in the 
direction that the w'ork at Woolwich should be 
intensified. He said that some of the armament 
firms should be maintained, possibly by means of a 
subsidy, in a state of readiness to produce munitions 
immediately war was imminent, and that with the 
exception of one or two, the new national factories 
should be closed down and left dormant, their 
machinery being stored, and that the work should 
be largely concentrated at Woolwich. 

Sir Reginald Townsend: Which point do you 
wish me to answer. Sir Thomas? 

4733. Sir Thomas Allen : I am only referring to 
that evidence to show that in his opinion — he was a 
man of very great experience — there were possibilities 
at Woolwich of very large expansions in peace-time 
preparatory to emergency. 

Sir Reginald Townsend: Well, on the ques- 
tion of steel we feel that the quantities we would 
make would make it prohibitive. On the other type 
of stores he mentions, we actually make those. 

4734. Sir Thomas Allen : Perhaps it is better 

pointed out in this suggestion; “But Woolwich,” 
says he, “ must be the nucleus of the munition- 
producing capacity of the country and the parent 
of all factories making practically every type of 
gun and ammunition and component, and for which 
there must be a unit of production maintained 
constantly up-to-date. This was necessary not only 
to maintain a small reserve but to enable (a) ex- 
perimental work to progress, and (b) foremen to be 
trained so that they could be sent out to factories 
throughout the country.” 

Sir Reginald Townsend : That, I hope, is our 
present position. 

Chairman : That is a quotation from his evi- 
dence in the Mackinnoii-Wood Inquiry, is it not? 

Sir Thomas Allen : Yes. The evidence was 
given on 28th October, 1918. I am reading from 
“ Minutes of the Engineering Sub-Committee of the 
Committee of Inquiry into the Royal Ordnance 
Factory, Woolwich.” 

Chairman : Yes, that is the Mackinnon-Wood 
Inquiry. Are there any other questions? If not, 
then we will pass from that to the next — contract 
procedure. 

4735. Sir Philip Gibbs: I should just like to ask 
fou, Sir Reginald, why no woman labour is em- 
ployed at Woolwich? 

Sir Reginald Townsend. : Purely from a fac- 
tory point of view, we would welcome it, but from 
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a government point of view in peace time we are 
instructed not to employ woman labour. 

4736. Sir Philip Gihbs : Is that the policy of the 
government or your own decision? 

Sir PeginaXd Townsend : It has been the 

general policy, possibly owing to labour conditions 
and so on, excepting on a certain small section of 
the work, fuse assembly, where the men’s fingers 
are not delicate enough and we have a few women 
workers. 

4737. Sir Philip Gibbs: Of course, that increases 
your costs? 

Sir Begiiuxld Townsend: Undoubtedly. 

4738. Dame Eachel Growdy. May I supplement Sir 
Philip’s question and ask wh}’ the non-employment 


of female labour is listed under “ Advantages 
enjoyed by the factories ” ? 

Sir Reginald Townsend : I was not aware that 
that was so. 

4739. Dame Rachel Growdy : You have got it under 
paragraph 7, “ Advantages enjoyed by the factories : 
Female labour not employed.” 

Mr. Bovenschen: Is not that a disadvantage 
suffered by the factories? That is under the head- 
ing ” Disadvantages.” 

Chairman : They do not get the advantage of 
lower wages. I suppose that is what it means. 

Dame Rachel Growdy : •! apologise. I see now. 


The following meinuranda were submitted: 

VI. CONTRACT PROCEDURE. 

A. MEMORANDUM BY THE ADMIRALTY ON CONTRACTS FOR ARMAMENTS. 


1. Fundamentally, the Admiralty policy in regard 
to armament contracts is the same as for other 
stores, i.e., the object is to obtain competitive tenders 
from British firms who have the equipment and 
experience necessary for satisfactory manufacture 
of the respective stores. 

2. In practice this principle has to be modified 
as regards the principal armament items other than 
vessels of war, partly because the plant required is 
so expensive and special that (even before the War) 
there were few firms in this country capable of 
making the main items; partly also because the 
small scale of British armament purchases since the 
War has resulted in closing a considerable proportion 
of the few special plants which were previously 
available. 

3. Thus there is only one firm (Vickers-Armstrongs, 
Ltd., with works at Barrow and Elswick) for non- 
transferable gun mountings, whilst very small num- 
bers of firms are available for guns, armour-piercing 
shell and armour respectively. 

4 . Where effective competition is not available, 
prices are settled by negotiation, and the firms give 
any facilities which the Admiralty consider neces- 
sary to enable reasonable prices to be settled. 

5. For some of these items, e.g., guns and trans- 
ferable gun mountings, plant exists at Woolwich, 
but in war time Woolwich would be needed for 
War Office requirements to such an extent that it is 
doubtful bow far it can be relied on for navy 
purposes. 

6. Torpedoes are obtained partly from the sole 
trade manufacturers (Whitehead Torpedo Co., Ltd.), 
and partly from the Admiralty factory at Greenock ; 
the necessary forgings, engines and other fittings are 
obtained for Greenock by competitive tender. 

7. Cordite for naval requirements is made in the 
Royal Naval cordite factory at Holton Heath. So 
far as the Royal Dockyards are concerned, even 
though the hulls of some ships are built there and 
the machinery and other equipment installed, these 
establishments are primarily used for repairing the 
Fleet. Practically no armament stores are manu- 
factured there. 


8. Other stores (which require less specialised 
plant) such as mines, sinkers, etc., can be made by 
ordinary engineering firms and are bought by com- 
petitive tenders on the same lines as non-armament 
stores. A few items, e.g., rifles and small arm 
ammunition, are obtained from the War Office. 

9. Foreign Orders . — 'British requirements being 
small, as indicated above, it is a help for the main- 
tenance of plant (required in readiness for emergency 
expansion) if firms can obtain orders from foreign 
governments, thus providing employment in this 
country. It is very desirable that the skilled men 
necessary for the production of these highly special- 
ised requirements should be kept employed, other- 
wise they would lo.se their skill, and the capacity 
for increasing output in emergency would be seriously 
affected. Such orders also help to absorb standing 
charges and thus tend to reduce prices for Admiralty 
requirements. 

10 . The Admiralty policy is, therefore, to en- 
courage firms to obtain such orders. It is recognised 
that this to some extent places at the disposal of 
foreign governments the experience gained by British 
manufacturers, but the firms consult the Admiralty 
when in doubt as to the desirability of quoting to 
any particular specification. 

11 . Sales of armament stores . — Subject to the 
licensing arrangements for export of arms, the ser- 
vice departments are at present authorised to sell 
armaments other than vessels of war without re- 
striction, unless in any particular instance the Secre- 
tary of State for Foreign Affairs deems the trans- 
action to be undesirable. So far as vessels of war 
are concerned, their disposal as fighting units is 
forbidden by the Washington and London Naval 
Treaties, and they are only sold as such for demoli- 
tion by recognised shipbreakers. Sales of armament 
stores by the Admiralty for further use have been 
few. (Certain armament stores such as gunbarrels 
and cartridge cases possessing only scrap value are 
disposed of to recognised firms for demolition, either 
at dockyard sales or by competitive tender.) 


B. MEMORANDUM BY THE WAR OFFICE ON CONTRACTS FOR ARMAMENTS. 


1. Orders for armaments are placed by the War 
Office either with the Royal Ordnance Factories or 
with the trade. 

2. The Royal Ordnance Factories which are 
administered by the Director of Ordnance Factories 
under the Master General of the Ordnance are 
situated at Woolwich, Enfield and Waltham, with a 
reserve filling factory at Hereford. At Woolwich 
are the gun and carriage factories, where guns, 
gun-mountings, carriages, tanks and tractors are 
made, and the ammunition and filling factories. 
Small arms and machine guns are manufactured at 


Enfield : and the explosives factory is at Waltham 
Abbey. 

The policy is to place at least such portion of the 
Ar my’s requirements each year with the Royal 
Ordnance Factories as will maintain a nucleus estab- 
lishment capable of rapid expansion in emergency. 

3. The Royal Ordnance Factories are equipped for 
the manufacture of practically all kinds of arma- 
ment, but obtain certain semi-manufactured 
materials such as steel billets, and certain com- 
ponents such as bullet-proof plate for tanks, from 
the trade. 
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4 . For orders placed ■with the trade, in principle 
the same contract procedure is observed as in the 
purchase of other stores required by the Array. 

Purchasing (except for comparatively small local 
purchases) is centralised at the War Office, and con- 
tracts are placed by the Director of Army Contracts 
under the Financial Secretary. This applies both 
to raw and other material required by the Ordnance 
Factories for all services, and to finished articles 
taken direct in'fco Army stores. So far as possible 
competitive tenders are obtained and the lowest 
suitable offer is accepted. But this method is not 
so readily applicable to munitions as to most other 
types of stores. Even before the War there were 
comparatively few firms producing munitions in their 
finished form, and the small demand for armament 
stores since the War resulted in the closing down 
of a proportion of these sources of supply. More- 
over, the existence of proprietary designs or the 
necessity for keeping open such sources of supply as 
there are in order to maintain emergency productive 
capacity restricts the application of the competitive 
method. But in cases where effective competition 
is not available the department has usually no diffi- 
culty in obtaining prices which they are satisfied are 
fair and reasonable. 

5. The number of firms from whom the main 
categories of armament stores are obtained in their 
finished state has until recently been comparatively 


few. Vickers-Armstrongs manufacture guns, gun 
carriages and mountings, tanks and tractors, machine 
guns and gun ammunition. Apart from this firm 
there is, broadly speaking, no private firm engaged 
on the production of a wide variety of armament 
stores. But there has always been a limited number 
of firms which tender for contracts for shell and for 
small arm ammunition, and of necessity endeavours 
were being made, with a view to increasing capacity 
on emergency, even before the recent government 
decision to make good deficiencies in the defence 
forces, to place orders for the peace-time production 
of certain stores such as tanks and shell with firms 
which had hitherto not been engaged in peace in the 
manufacture of finished armament stores. 

6. But though as indicated in paragraph 5 the 
range of firms manufacturing finished armament 
stores is limited, there is a considerably larger num- 
ber of firms which contribute to the finished product 
either by way of sub-contracting for parts or of 
providing essential accessories. The forgings for 
shell are not necessarily made by the manufacturer 
responsible for the later processes ; tanks require 
engines, gear boxes, tracks — which may not be made 
by the main manufacturer : and as regards acces- 
sories, wireless for tanks, ammunition hoists for gun- 
mountings and various optical instruments may be 
mentioned as articles obtained from commercial firms 
which cannot in any way be classified as armament 
manufacturers. 


C. MEMORANDUM BY THE AIR MINISTRY ON CONTRACTS FOR AIRCRAFT AERO ENGINES 

AND ARMAMENTS. 


(1) Aeroplanes. 

(a) The Air Ministry has no aeroplane design 
establishment of its own and all designs of aeroplanes 
for the Department are produced by some fifteen 
aeroplane firms under the guidance of the Director 
of Technical Development. The firms are required 
to maintain an adequate design staff and their pro- 
duction, equipment and inspection arrangements are 
approved by the Director of Aeronautical Inspection. 

(b) Experimental aeroplanes are designed to meet 
the requirements of the Air Staff which are embodied 
in a specification issued to all firms by the Director 
of Technical Development. 

The designs and quotations received from the firms 
are considered by the Air Member for Research and 
Development, who selects the designs to be ordered. 
The specification requires the aeroplane designer to 
use a British type of aero-engine for his design. 
The engine is separately purchased by the Depart- 
ment and issued to the aeroplane firm on “ contract 
loan ”. The specification is secret and is held for 
the sole use of the recipient and its use for any 
purpose other than Air Ministry work is prohibited. 
No information of experimental aeroplanes may be 
published or given to likely foreign purchasers ■with- 
out the permission of the Air Ministry. 

Firms receiving contracts for experimental aero- 
planes are required ■to satisfy the Department that 
the arrangements at their works are adequate to 
safeguard the secrecy of the experimental aero- 
planes under construction. 

Experimental aeroplanes to meet the Department's 
specifications are sometimes made by firms as 
“ private ventures ”. In agreeing to accept for test 
the private venture aeroplane when produced the 
Department imposes the same secrecy requirements 
as are applicable to contract built aeroplanes. 

(c) The experimental aeroplanes produced under 
contracts and any private venture aeroplanes are 
subjected to competitive trials by Service pilots at 
experimental stations. A choice from the competing 
types is made on the results of the trials. It is 
found impossible to maintain secrecy as to the exist- 
ence and general particulars of the aeroplanes at 
this stage and the firms are permitted, if they so 
desire for publicity purposes, to disclose to likely 
purchasers general particulars of the aeroplane but 
are required to withhold particulars of the per- 
formance. 


id) As the result of these trials the Chief of the 
Air Staff selects the type of aeroplane to be adopted 
for service. At this stage the firm is released from 
its obligation to maintain the design secret. The 
Department may, however, require a further period 
of time to elapse before the aeroplane design is 
licensed for construction abroad. 

(«) The aeroplane design chosen for adoption as a 
service type is in general manufactured only by the 
parent firm, but the Department has the right, sub- 
ject to certain limitations, to have aeroplanes to 
the design manufactured by other firms. 

(/) The basis of the Air Ministry ipolicy of securing 
the progress in aircraft design which is essential 
for the efficiency of the Service is competition between 
private firms at the design stage with substantial 
orders as the prize of success. The reasons for this 
policy will be developed in oral evidence if desired. 

(2) Engines. 

The designs of aero-engines are evolved by four 
aero-engine firms to the requirements of the Director 
of Technical Development, and engines which are 
adopted, for use in aeroplane types are purchased by 
single tender from the designing firm. 

The requirements for secrecy are similar ■to those 
applicable to aeroplanes although the stage of 
development and use at which publication of par- 
ticulars is permitted may be delayed further in the 
case of engines than in the case of aeroplanes. 

(3) Armament. 

The special types of armament stores used by the 
Royal Air Force consist chiefly of machine guns and 
bombs. Other types of s^tores such as rifles, ammuni- 
tion and torpedoes which are common to the other 
Services are obtained from the War Office or Ad- 
miralty. The Air Ministry has no separate design 
establishment for designing armament stores and 
use is made of the Ordnance Factories for producing 
designs of bombs and fuses. Contracts for the supply 
of these stores are made after competitive tender- 
ing to drawings produced by the Ordnance Factories. 
A prohibition of the use of the drawings for other 
than Air Ministry contracts is contained in the 
contract. 

Machine guns are obtained either from the 
Ordnance Factories or from the commercial firms 
which have developed them 
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4740. Chainnath: The experience of the Admiralty, 
of course, has been that for a long time you have 
been putting out a very large portion of the required 
work to ijrivate firms, and you have found that you 
have been able to check the prices and obtain what 
you believed to be satisfactory pxdces. 

Sir Beginald Senderson: Yes. 

4741. Chairman : And that is the experience of a 
long number of years? 

Sir BeginaUl Renderson: Years and years. 

4742. Chairman : I mean, it is not a question of 
whether you can check them under present con- 
ditions, but your experience is experience gained 
over a number of years? 

Sir Reginald Renderson-. Yes, and we have 
the Ordnance Factory to check by as well, and our 
dockyard practice. 

4743. Chainnan : And here there is no doubt about 
the position, because in paragraph 10 of Memo- 
random A it says: “The Admiralty policy is, there- 
fore, to encourage firms to obtain such orders,’’ 
that is, foreign orders. I mean, there is no doubt 
about it; that is the policy. 

Sir Reginald Renderson: That is the policy. 

4744. Chairman : And that you believe to be 

essential? 

jS'ir Reginald Renderson : Essential. 

4745. Chairman: And I understand that to be true 
of all the departments that are here? 

Sir Rugh Elies : Especially in the lean years. 

Chairman : I am speaking now about normal 
times, not exceptional times. I have no other 
question. 

4746. Dame Rachel Crowdy : 1 would like very 
much to ask a question in connection with 
category 5 of the agreements you have with outside 
bodies. Have you got that supplementary list?* 
Can we heie have some short history of the agree- 
ment reached with the Soley Armament Company? 
I see you have got Wo agreements, one entered 
into on 18th August, 1931, for the purchase and 
re-sale of steel helmets, and another one on 12th 
October, 1931, sole right to purchase and re-sell 
surplus Hotchkiss guns, and in 'both cases you have 
got what I would like explained to me, a technical 
term, “ subject to safeguards.” Well, we heard 
Captain John iBall giving evidence here before the 
Commissioners, and I think some of us were not 
completely satisfied with the type of evidence that 
he gave before a Eoyal Commission. Some of us 
rather regretted the way in which our second-hand 
arms seemed to be getting into the vai-ious countries 
of the world, and I personally for one should like 
very much to know the root oif Captain Ball's 
agreement. 

Mr. Bovenschen: I am vers' much obliged to 
you for asking the question. If I may do so, I should 
like to take a little time on this, and I would like 
to take it on rather wider grounds to start with 
than on the two agreements, but to deal with the 
two agreements later to whatever extent you wish. 

4747. Chainnan : May I iuternipt for one moment, 
because was not there an agreement with the 
Birmingham Small Arms Company that they passed 
on to Captain Ball? 

Mr. Bovenschen: I will deal with all those, 
if I may. 

4748. Dame Rachel Crowdy: If yon would. 

Mr. Bovenschen : There is just one point, Dame 
Rachel. I think the steel helmet agreement is really 
probably not one of this category at all. Steel 
helmets aro hardly armaments. I can deal with that 
if you like but it is rather unimportant, and if you 
wish further information on it I will give it to you. 

4749. Dame Rachel Crowdy : No, I merely mentioned 
that because it was the first. 

Mr. Bovenschen: Well, in the first place if I 
may I should like to make a short general statement 
about the disposal of all surplus stores by the War 


* Not printed. 


Office, all old and surplus stores, and the disposal of 
surplus armament stores in particular. I think that 
there is some danger of the question getting rather 
out of perspective from the point of view of the 
amount of importance which the sale of surplus 
stores occupies in the Contracts Department. 

The War Office Contracts Branch is charged, in 
addition to its buying duties, with the task of dis- 
posing of surplus stores of vai-ious kinds. Such stores 
include very diverse articles — old clothes, tents, 
trophies, huts, and sui’plus and obsolete arms and 
ammunition. The total receipts in a year of course 
vary; but from the years 1931 to 1934 the average 
receipts for the sales of all surplus stores, of all 
categories, had averaged about £114,000 a year, 
which is more than the cost of a battalion of infantiy ; 
but though the receipts are quite appreciable and 
though disposal questions are very often tiresome 
and difficult questions — and that is especially true of 
the disposal of surplus armament stores — ^the disposal 
of stores is not a main or a predominant function 
of the Contracts Department. The whole-time staff 
engaged on the work is four only, with part-time 
supervision, whereas the contract staff as a whole 
— it is increasing now and my figures may be out of 
date — -is certainly over 130, and the disposal of surplus 
armament stores is only a portion of the work of 
the disposal section. I have spoken at length on that. 

4750. Sir Philip Gibbs : I presume these figures would 
have been very much greater for, we will say, the 
five years after the War. 

Mr. Bovenschen : The Disposals Board — not the 
Army Contracts Department — were in charge of the 
disposal of surplus stores for a certain number of 
years after the War. I am afraid I cannot tell 
you that; but these, again, I should say, are normal 
figures. 

4751. Sir Thomas Allen : Captain John Ball did say 
to the manager of his American agency, “ The war 
stocks which we control are of such magnitude that 
the sale of a big block of them worxld alter the 
political balance of the smaller states.” 

Mr. Bovenschen: I am not quite sure what 
relevance that has to the point I am making at 
present. In the first place, I do not know what 
stores Captain Ball alleges he controls. In the next 
place, those stores have not, in fact, been sold, and, 
in the third place, they can only be sold with the 
complete concuiTence of the departments concerned 
and with adequate safeguards. 

As regards the disposal of surplus armament 
stores, that, of course, is governed by government 
policy. That is not a question that is decided by 
a department alone. That policy has varied from 
time to time during the past 10 years, but it has 
always been largelj' influenced by a desire to prevent 
armaments, accumulated as a result of the War, from 
falling into improper hands. In April, 1924, it was 
decided that the disposal of government-owned 
armaments and munitions of war to foreign states, 
whether directly or throixgh private contractors, 
should not in future be sanctioned, and that, as a 
corollary to this decision, such surplus stocks as had 
not been or could not be made use of by the service 
department, or disposed of to the Etominions or 
Colonies, should be destroyed. That decision was 
reversed in February, 1926, but again in 1929 it was 
laid down for a short time- that no government- 
owned arms or munitions of war should be sold to 
foreign states, whether directly or through private 
contractors. The position was again reviewed in 
1930 when, having regard to the fact that the 
previous policy had failed to prevent or limit pur- 
chases of war material by foreign countries but had 
in fact tended to stimulate their armament trade 
to the deti'iment of this country, it was decided 
(a) to cancel the previous decision which prohibited 
the disposal of government-owned arms and munitions 
of war to foreign states, either directly or through 
private contractors who are recognised dealers; (b) 
that in future such sales, might be sanctioned by the 
three service departments unless in any particular 
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instance the Foreign Office deemed the transaction to 
be undesirable. It is under this decision that the 
government departments work to-day. (The War 
Office, I think, is really the department mainly con- 
cerned.) 

From time to time, sales to particular destinations 
are refused for political reasons. Those reasons are 
not always confined to occasions when there is a 
general embargo on the export of arms. Even 
w'hen it is considered that the private trade may 
properly export arms, occasions arise when the 
government says that surplus government stores 
shall not be exported. Thus the restriction on the 
export and sale of surplus government stores is 
stricter than the restriction on the ordinary trade. 

In disposing of surplus arms, therefore, the service 
departments have to keep a dual object in view, the 
necessity of preventing such arms from falling into 
improper hands and the desirability of reaping to 
the fullest extent such advantages as there are in 
the sale of surplus stores. As regards the former 
point, as the Commission is no doubt aware, the 
only stocks of “ second-hand ” military weapons 
in this country are government surplus stocks 
mainly, I think, army stocks. Effective control of 
those stocks is maintained not only by means of the 
licensing system, on which the Commission have 
already had evidence, but when necessary by 
contractual safeguards. When I come to the two 
individual cases that you have asked me to deal 
with, I shall be happy to deal more fully with that 
point. As regards the latter point, if I may 
anticipate a question which I believe Professor 
Gutteridge is going to put to me later as to the 
advantages which are alleged to accrue from the sale 
of surplus stores, the advantages are partly mili- 
tary and partly financial. On the military side, we 
prefer to see foreign countries armed with British 
pattern equipment rather than with equipment de- 
rived from foreign countries. I think Sir Maurice 
Hankey, in his evidence, made that point. 

4752. Chaii'ma'n, : We have not heard anything 

about it yet, have we? 

Professor Gutteridge : In other words, we 

should know what they were equipped with, we 
should know what ammunition they had, because 
they would have to buy ammunition from us. 

Mr. Bovenschen : Yes. I think he dealt with 
the position of Turkey at the beginning of the War. 

4753. Professor Gutteridge : In other words, if the 
“ Ruritanians ” have our rifles, they will have to 
get the ammunition from us. 

Mr. Bovenschen : That is on the military side. 
On the financial side there is not only the advan- 
tage to the taxpayer from direct receipts, but there 
is the fact that the buyer will probably come to this 
country for such things as spare parts and ammuni- 
tion; and if it be admitted that private trade should 
be encouraged, that is an argument in favour of 
the sale of those arms. Cases may also arise in 
which the supply of government stock components 
to a manufacturer may enable him to deal speedily 
and even cheaply with an order he would otherwise 
lo^ for lack of the particular components which he 
might have to manufacture or buy. 

If I may now go on to the methods of sale em- 
ployed by the various departments : The kinds and 
quantities of warlike stores to be disposed of have 
varied in the three service departments and the 
methods of sale adopted by those departments have 
to some extent been conditioned by this fact. In 
some cases sales have been effected by direct 
negotiations with foreign governments : in others, 
specific quantities of stores have been sold to dealers 
for re-sale or, as, for example, in the case of 
ammunition for testing purposes, to firms for use in 
connection with their own manufactures : while in 
two or three cases the War Office, which has prob- 
ably had the largest and most varied stocks of sur- 
plus stores for disposal, has made agreements giving 
individual firms the sole right of purchase and re- 
sale of particular stocks over a period of time. In 
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most cases the initiative has come from the would- 
be purchaser, though in a few cases tenders have 
been invited from representatives of foreign govern- 
ments in this country and from commercial firms 
likely to be interested. But the purchaser is 
always required to obtain an export licence, and to 
inform the department as to the destination of the 
stores, whether sent in their whole state or used in 
the manufacture of other stores. 

May I speak of the routine of my own department 
in this matter? If somebody came to us and asked 
us to sell armament stores for export abroad, we 
should first consult the General Staff, to see whether 
there was any objection at all. If there were no 
objection at all, the would-be purchaser would go to 
the Board of Trade and get an export licence. When 
the export licence had been produced, we should 
then release the stores. But, although it is not 
primarily a contract matter, we do not stop there. 
The export licence in normal cases states the ship 
by which the cargo is to travel and in our own con- 
tracts we practically invariably lay down that the 
ship shall be a British ship. We check up from the 
lists which we have made arrangements to receive, 
in order to ascertain whether, in point of fact, the 
^ores went by that particular ship. So far as the 
Contracts Department is concerned, we do all that 
we can to see that the actual machinery works 
effectively. 

The two continuing agreements for the sales of 
surplus armament stores (Hotchkiss guns and rifles 
and Lewis guns)— perhaps it would be convenient 
to you if I took both those cases, although only the 
Hotchkiss gun is directly a contract with John Ball 
—are: an agreement with the B.S.A. Company for 
which they have appointed the Soley Armament Com- 
pany their representative; and an agreement with 
the Soley Armament Company relating to Hotchkiss 
guns. If it is convenient to you, I will take both 
those cases. These two agreements have certain 
special features, but in essence they do not differ 
from the other sales of armaments stores. They are 
contracts giving an option to the prospective buyer 
which he can exercise when he chooses. They have 
always, so far as I am aware, been regarded as con- 
tracts of sale and not of agency. I make that point 
because, when I read the evidence to which you were 
leferring, I thought that it was quite possible, 
throughout the evidence, that the Commission might 
be under certain misapprehensions as a result of it, 
which I should be sorry that they should be under! 
So far as I am aware, these contracts have been ad- 
ministered as contracts of sale and not of agency. 

I believe that the line between contracts of sale and 
agency in their practical working is sometimes 
rather obscured. I speak. Sir, with all due deference 
to you, as to whether they were contracts of sale or 
contracts of agency. 

4754. Chairman : I have not seen them. 

Mr. Bovenschen: They have always been ad- 
ministered as contracts of sale and aiot agency 
contracts. 

The circumstances in which the contracts were 
placed wei‘c these. In the case of the Hotchkiss gun, 
the question of the disposal of Hotchkiss guns was 
under consideration in 1929, I think, and there was 
a question w'hether they should be scrapped or not. 
The opportunity for disposal of Hotchkiss guns was 
not regarded as being very likely, but there were 
two offers. The Soley Armament Company offered us 
a payment representing the cost of storage of these 
guns, if we would give them the sole right of pur- 
chase and re-sale. At the same time the B.S.A. 
Company asked us whether we would include it in 
the B.S.A. agreement, to which I shall refer later. 
We came to the conclusion that the Soley Armament 
Company’s offer was the better, because we got 
cash down, to a certain extent. The offer was 
accepted, subject to conditions to safeguard the guns 
from falling into improper hands and to the depart- 
ment’s rights to supply Dominion and Colonial gov- 
ernments. 
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Perhaps at this stage, if I am not taking up too 
much of the Commission’s time, I might read the 
clauses in the contract which were inserted to' safe- 
guard the state. 

“ In any dealings with the goods the Company 
shall strictly observe all government regulations 
for the time being in force relating to dealings in 
or work carried out in connection with any stores of 
the same nature or type as the goods, and this 
agreement shall be subject also to the following 
conditions — 

(a.) All resales shall be made for export only 
and the company whether they are the actual 
exporters or whether the export is arranged 
through an intermediary, shall be responsible 
for seeing that all the provisions herein con- 
tained shall be strictly observed and shall im- 
mediately inform the Secretary of State for War 
in writing of the name of any intermediary who 
is to be engaged in the exporting of any or all 
of the goods. 

(b) The goods shall on export be carried only 
in British ships direct to the port of destination. 

(c) When in accordance with the regulations 
for the time being in force application for export 
licences for the goods or any of them is made, 
the Company shall at the same time send a copy 
of such application to the Director of Military 
Intelligence at the War Office and to the Home 
Office. 

The Secretary of State maj% by notice in 
writing to the Company, reasonably prohibit or 
restrict or impose such reasonable conditions as he 
may think fit upon resales of any of the goods to 
any person, persons, firm, corporation or govern- 
ment, or class or description of person, persons, 
firm, corporation or government and the Company 
shall comply with any siich prohibitions, restric- 
tions or conditions.” 

That I have read from the B.S.A. agreement 
and there are similar clauses in the Hotclikissl agree- 
ment. I think they are textually the same, but if 
you would not mind, I will only read from the one 
contract. 

The original agreement was for two years — I am 
referring to the Hotchkiss agreement — ^but no sales 
were effected. Thi.s, the company claim, was largely 
due to embargoes on sales and the department has 
always felt that that grievance of the company has, 
to some extent, been justified. Accordingly, the 
agreement has been extended twice, but as it is not 
considered desirable to extend it indefinitely, the 
company were notified that the last extension, which 
ends in June of this year, is the final one. 

4755. Dame Rachel Crowdy: For how long is that 
extension ? 

Mr. Bovenschen : It ends in June of this 
year. As regard the rifle agreement with the B.S.A. 
Compaiiy, this had in view a dual object, the reten- 
tion of certain B.S.A. plant and the sale of the 
rifles. The company had complained for some years 
of the lack of orders and had represented that they 
could not be expected to retain plant without orders. 
As the department had already large stocks of rifles 
and was not in a position at the time to place orders 
the sole right of purchase and resale of the surplus 
stocks of the 1914 pattern rifle was conceded to the 
company as consideration for retention of plant. 
Here too the safeguards which I have just read out 
were inserted in the contract. Apart from the 
retention of the company’s plant, there were certain 
definite administrative advantages in dealing with 
one buyer. We have found in the Contracts Depart- 
ment that all sorts of people come and maJke offers, 
or make inquiries and so on, and there is a definite 
advantage in having those diverted into one 
channel. 

The company appointed the Soley Armament Com- 
pany to act as their representative for the sale of 
the rifles. I think I can say here that, in doing 
so, they did not ask for our approval — iwe were 
advised, as a matter of fact, that there was no 


necessity for them to do so, under the terms of the 
contract — but I think it is quite right and fair to 
say that, had they asked our approval, .we certainly 
should not have withheld it. 

Perhaps I had better deal with the objections 
which have already been raised in other quarters 
to this agreement. I should like the Commission 
to be in full possession of all tbe facts and the 
implications. I would say straight away that the 
agreement was admittedly not free from theoretical 
objection. On the one hand it might be expected 
that a company manufacturing rifles would rather 
sell its own manufactures than buy and re-sell 
surplus stocks, and I think it was with that object 
that the company appointed a special representative 
to deal with that side of the business. On the other 
hand, the retention of plant does not secure the 
retention of skilled personnel. That is an. obvious 
weakness. But from the department’s point of 
view, the retention of plant was most important 
and this was secured, and on balance it was thought 
that the agreement was certainly worth while and 
served its .purpose. In view, however, of these 
theoretical objections, notice was given to terminate 
the agreement at the first opportunity, which 
occurred with effect from August, 1935, but, in view 
of the necessity of retaining the company’s plant, 
it was continued from month to month. As, how- 
ever, there was a definite increase in the amount 
of work available for B.S.A., it was ultimately 
decided to he unnecessary to continue the agree- 
ment and notice was therefore given to the com- 
pany that the agreement would be finally terminated, 
and that too takes effect from June of this year. 

There is only one other point that perhaps I might 
be allowed to deal with, in anticipation of questions 
in connection with the B.S.A. agreement. On read- 
ing the evidence that was given by the Soley Arma- 
ment Company, I felt that the Commission might 
possibly have drawn the conclusion that, under this 
agreement, large quantities of these rifles were 
allowed to be sent to Liege without any control 
over their ultimate destination. The facts are that 
1,000 of these rifl.es only have been allowed to be 
sent to Liege, with a definite stipulation that they 
were not to be sent on without the concurrence of 
the Board of Trade. To the best of my knowledge, 
over 900 of those rifles are still at Liege. The 
balance have either been destroyed in conversion 
for experimental purposes and so on, or have been 
sent abroad as samples. The balance we have had 
checked independently by a Belgian official of 
Liege. That is really all I have to say on those 
points. If I 'have not covered tbe ground fully, I 
shall be very happy to do my best to answer 
questions. 

4756. Dame Rachel Crotody: In fact, the Soley 

Armament Company are out of commission alto- 
gether, as far as the British government are con- 
cerned, from June onwards? 

Mr. Bovenschen : This particular agreement 
ceases from June onwards, but that does not mean 
that the War Office will not sell any surplus arma- 
ment stores to the Soley Armament Company if it 
were considered desirable to do so. 

4757. Dame Rachel Crowdy : It will not have the 
sole monopoly under the agreement. 

Mr. Bovenschen: This particular contract will 
expire quite definitely. 

4768. Dame Rachel Crowdy: And will another one 
be made? 

Mr. Bovenscdien: The present intention is no. 
The decision was that the time had come to close 
down. There were no sales under the Hotchkiss 
gun agreement at all up to the end of last year. I 
believe there have been a few since, but I am not 
sure. 

4759. Mr. Spender : Tbe Soley Armament Company 
is the successor to another company? 

Mr. Bovenschen: The Soley Armament Com- 
pany is the successor to H. Soley and Company, 
which had dealings with, I think, the Disposals 
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Board, and had dealings with the War Office from 
1924 onwards and in 1927 it became the Soley Arma- 
ment Company, which is now entirely Captain John 
Ball. 

4760. Dame Dachel Crowdy: Did you hear Captain 
Ball’s evidence before the Commission? 

ilir. Bovensclien-. No, I did not. 

4761. Dame Bachel Crowdy: Did you read it? 

Mr. Bovensclien : Yes. 

4762. Dame Rachel Crowdy : Do you feel that he is 
a suitable person even to be considered by ourselves 
as a selling agent and purchaser, having the sole 
monopoly right to purchase from the British govern- 
ment? 

Mr. Bovensclien : You have already agreed that 
the term “ agent ” is not applicable, and my answer 
is that I know of no reason why the Soley Armament 
Company should not be allowed, under safeguard, to 
purchase stores from us. 

4763. Sir Kenneth Lee : Have you ever seen his files? 

Mr. Bovensclien : No, I have never seen his 

files, but my cost accountants have examined the 
accounts that he had to keep under the steel helmet 
contract. 

4764. Sir Kenneth Lee : Have you seen the type of 
correspondence that he wrote to his customers? 

Mr. Bovenschen: I have seen Captain Ball 
and I have had correspondence as Director of Army 
Contracts with Captain Ball, and I should say that 
his style of correspondence is somewhat outside the 
conventional. 

Sir Walter Jenkins : We have had only one 
transaction with the Soley Armament Company. That 
was in 1931 and it was for a few sis-pounder guns 
which were going to the Chinese government. 

4765. Dame Rachel Crowdy : The Chinese govern- 
ment or the Japanese? 

Sir Walter Jenkins: The Chinese. 

Mr. Bovenschen : I do not want you to think 
that those were the only sales we made. We made 
other sales. 

4766. Sir Thomas Allen: It would help us if we 
could get to know what sales he did make, because 
he said, in writing to his American agents, “ I 
have available 1.000,000 rifles, 120,000,000 rounds of 
ammunition, 34,000 Hotchkiss machine guns, 20,000 
Lewis machine guns, 8,000 Lewis aero machine guns, 
15,000 Vickers Maxim guns and 15,000 revolvers ”. 
You said that 1,000 rifles were sent to Liege, of 
which 900 remained unsold. But he also left the 
impression — at least upon my mind — in giving his 
evidence, that those machine guns were scattered 
fairly freely throughout Europe? 

Mr. Bovenschen : If machine guns are scattered 
throughout Europe, that has nothing to do with 
the sales of surplus stores of the War Office. Those 
stores, if they exist, are not War Office stocks. They 
are not controlled by the War Office and they could 
not be controlled by the War Office. I do hope I 
have made it plain to the Commission that we keep 
a very strict control over those stocks that we do 
control. I hope if I have not made it plain the 
members will cross-examine me. 

4767. Professor Gutteridge: I am sorry to say so. 
but your statement of the advantages attaching to 
these transactions has left me quite cold. What 
particular gain is this trade to us? Should we be 
very much worse off if we broke off dealing with all 
these Lee-Enfield rifles and machine guns and so 
forth ? 

Mr. Bovenschen: There is a certain financial 
gain. If the argument as regards the sale of manu- 
factured rifles is valid — that is to say, that it is a 
good thing that people should buy from us rather 
than from foreign countries — it seems to me the argu- 
ment is also valid here; because if we do not sell 
our surplus stores, other countries can sell their 
surplus stores. 

4768. Professor Gutteridge : Do you not think the 
peddling about of these — I will not say tinpot, but 
more or less worn out rifles — will prevent people 
coming to this countrj’ and buying new ones? Would 
it not be very much better if those people came and 
bought new weapons from the B.S.A. Company 
rather than that our government should peddle these 
worn out rifles? 


ilir. Bovenschen : If they bought new rifles, I 
should be inclined to agree — that is my personal 
opinion — but if, in place of them, they went to 
“ Ruritania ” — which I think was your supposed 
country — and bought second-hand stocks from 
“ Ruritania ”, we should be worse off. Again, if 
there were universality, there would be a very much 
stronger case.* 

4769. Professor Gutteridge : We are dealing with 
tens of thousands. We are in a different realm from 
foreign trade in general. I should have thought the 
risks which the government runs from weapons 
getting into improper hands infinitely outbalanced 
any niggardly profit that might accrue from the sale 
of these stores. 

Mr. Bovensclien: These stores, as far as we 
are aware, do not get into improper hands. Con- 
tractually, we have our sources of information to 
see that the contract is properly carried out. 

4770. Professor Gutteridge : What I have in mind 
is this. You start a trade in these second-hand 
weapons. In some countries, at all events, rifles are 
something like currency, are they not? They pass 
from hand to hand. I have in my mind a vision of 
streams of second-hand rifles going across Europe 
and finishing up in, say, Afghanistan, where they 
■might be used against this country? 

Mr. Bovenschen: This also answers Sir Thomas 
Allen. The total sales under the B.S.A. agreement — 
I have not the exact figure — are between £25,000 
and £30,000, for the whole period of the agreement. 
I think that may possibly allay some of the fears 
that you have. 

4771. Sir Thomas Jlllen: It seems an enormous quan- 
tity for a man to have at his disposal to be let 
loose. 

Mr. Bovenschen : But so far as the British 
government stocks are concerned, to say that he has 
them at his disposal is only half the answer. He 
has them at his disposal subject to the safeguards 
I have read out. 

4772. Mr. Spender: He gave us to understand that 
there was a very large trade in British rifles. He 
certainly used grandiose language about it. It did 
not come under your control, but he obtained 
British rifles from different parts of Europe. 

Sir Hugh Elies : They had obviously been sup- 
plied to the Allies during the War and he had 
bought them. 

4773. Mr. Spender: He said he had a reconditioning 
factory in Liege and it appeared that he brought 
them all there, British and other rifles. But you 
say the British were only 1,000. 

Mr. Bovenschen : I did not say the British 
were only 1,000. I said the rifles that we had 
allowed to go out from our stocks to Liege were 1,000. 

4774. Mr. Spender : But the main difficulty in our 
minds was this : It seemed to be very unfortunate 
that this man should be peddling these British rifles, 
whether they came from you or from anybody else. 

I am thinking of the appearance that he and his 
company made before the American Inquiry. Have 
you no possible means of controlling the passing of 
rifles to a man of that kind? Your contract con- 
tained stipulations ? 

Mr. Bovenschen : In that particular case, a.s 
a matter of fact, we were advised, that as the terms 
of the contract were drawn, we could not object to 
his being used as a representative, but I think I 
should state quite definitely that had we been asked 
at the time we should not have refused. 

4775. Mr. Spender: If you had read the proceedings 
of the American Inquiry you would not still have 
said that, would you? 

Mr. Bovenschen : I can only say, with regard 
to that, that if the Commission were to find that any 
firms were not suitable for the holding of govern- 
ment contracts that, of course, would be a matter 
that would be seriously considered by the Ar my 

* The witness subsequently stated that the rifles are 
first-class rifles in good condition. They differ from the 
pattern in use in the Army, but the decision to sell them 
was taken on the ground, not that they were obsolete, but 
that they were surplus to requirements. Rifles sold from 
these stocks were used with marked success last year at 
Bisley. 


MINUTES OF EVIDENCE. 


679 


20 May, 1936.] 


{Continued. 


Council. I do not think you can fairly press me to 
say anything more than that. 

Dame Eachel Crowdy : As a person who travels 
a great deal, I should think it must be very bad 
for the prestige of Britain for a person like Captain 
John Ball to be looked upon as the sole seller of 
British rifles. It cannot do our prestige any good. 

CiiaiTTnan : Do you not think we have ex- 
hausted the subject? 

Dame liachel Crowdy : Yes, I think we have. 

4776. Drofessor Gutferidge : I should like to say 

this : I was not objecting so much to the personality 
of Captain John Ball; but what I am thinking is 
this, that this is really the rag and bone trade and it 
is undignified for this country to engage in it. It 
is all right when you deal with tentage — in fact I 
have myself sold second-hand tentage — but with 
regard to arms it is running the risk of bringing 
our good name into disrepute, and it is not worth 
it. 

Mr. Bovenschen: We are bound to carry out 
departmentally whatever government decisions there 
may be. 

4777. Chairman: They were very vacillating; some- 
times they blew hot and sometimes they blew cold. 
However, I do not want to go into that. 

iUr. Bovenschen : I think it is only fair to 
make that point, that we work under government 
decisions. 

4778. Chairman : It has not the redeeming feature, 
if it is a redeeming feature, that it helps to keep 
the armament firms efficient. I cannot see any virtue 
in selling these arms. That is the conclusion to 
which I have come. You follow the instructions and 
do your best to keep the purchasers in order, but 
it is not a very satisfactory state of affairs, to my 
mind. 

Sir Walter Jenkins : I think you might make 
a distinction. For instance, a small power — 

“ Rnritania ” — may be one of our oldest allies — fear 
an invasion and come either to us or to one of our 
armament manufacturers and say “ Can you supply 
us with mines ? We want to lay some offshore.” The 
armament manufacturers reply ” Yes, we can but it 
will take some months.” They want them at once 
and go to the Admiralty and ask “ Have you any 
old mines? ” Naturallj', we would take into con- 
sideration the fact that the request came from an 
old ally and we would be inclined to let them go. 

I only mention that as a case where a distinction 
might be made. 

Professor GMtteridge ■. There might be cases 
of that kind; and, of course, it is harmless to sell 
steel helmets as coal scuttles; I do not want to be 
too sweeping; but it does seem to me that the 
peddling of small arms is objectionable. 

4779. Sir Thomas Alien: Do you know whether any 
of those rifles were sold in Italy by Captain Ball? 

Professor Gutteridge: 30,000, were there not? 

Mr. Bovenschen : None of those that we have 
stored have been sold in Italy. Is that your ques- 
tion? 

Sir Thomas Allen: That is my question. 

4780. Dame Jtachel Crowdy: Did we not store them 
at the end of the War? 

Mr. Bovenschen: I thought Sir Thomas was 
referring to this agreement. _ 

{At this stage of the proceedings the Chairman 
retired and his place was taken by Professor 
Gutteridge.) 

4781. Professor Gutteridge: Does that conclude No. 

VI? 

Sir Walter Jenkins : Might I add a state- 
ment to the Admiralty memorandum? Dr. Addison 
in his evidence claimed that the Ministry of Muni- 
tions supplied all the armaments in the Great War. 
Then you, Sir, put a question to him about war- 
ship building and his reply was that the Ministry 
of Munitions supplied the materials. I do not 
want the Commission to be under any misconception 
as a result of that reply. May I say that during the 
last war the Admiralty made all its own contracts 
for armaments and munitions and relied absolutely 


on the private trader. Except for some big guns 
for ships, Woolwich at the commencement of the War 
was cut off and we were thrown on the resources of 
private trade. All those guns, fuses, shells, with the 
exception of rifles, small arms and so on, that we 
obtained from the War Office in peace time were 
bought from the trade. 

4782. Professor Gutteridge : You had priority, of 

course, bad you not? 

Sir Walter Jenkins : Yes, we had priority 
within reason. 

4783. Professor Gutteridge : That is Memorandum A 
under No. VI; “ Memorandum by the Admiralty on 
contracts for armaments.” Would you like to add 
to B — “ Memorandum by the War Office on con- 
tracts for armaments ” — or may we take it as it 
stands ? 

Sir Hugh Elies : I have nothing to add. 

4784. Professor Gutteridge: C — “Memorandum by 
the Air Ministry on contracts for aircraft, aero 
engines and armaments.” Do you wish to add 
anything? 

Sir Hugh Dowdiiig: No, Sir; unless _ you 

are interested to know the Air Ministry’s attitude 
towards this question of the disposal of obsolete 
aircraft, as it has come up rather strongly in the 
other case. 

4785. Sir Thomas Allen: You say in paragraph (/) 

“ The reasons for this policy will be developed 
in oral evidence if desired.” Will you deal with 
that? 

Sir Hugh Dowding : Yes, I will ; certainly. 

4786. Professor Gutteridge : I think we should like 
you to deal with disposals as well. 

Sir Hugh Dowding: Yes; let us start with 
disposal, because the subject is fresh in our minds. 
As a general rule we do not sell obsolete aircraft and 
engines for anything except scrap. We consider, 
in the first place, that it is undesirable to enter 
into competition with our firms who have new 
goods for sale. In the second place, we are dis- 
posing normally of these aircraft because they are 
no longer airworthy, and therefore we are reluc- 
tant to see them get into other people’s hands 
where accidents may occur. In spite of the fact 
that we definitely disclaim airworthiness for these 
aircraft there might nevertheless be a certain 
stigma attaching to British design and workman- 
ship ; therefore our normal policy is not to sell 
obsolete or obsolescent aircraft and engines other 
than at scrap prices for breaking-up purposes. 

4787. Sir Thomas Allen: Breaking up where— in 

this country? 

Sir Hugh Dowding : Yes, in this country. The 
prices which are obtained are really almost de- 
risory. I think we get £5 for an aero engine. 

Mr. Holloway: £5 would be quite a large 

sum. 

4788. Professor Gutteridge : It would be an advan- 
tage to get rid of it? 

Sir Hugh Dowding : Yes. We remove the in- 
struments and we sell the engine and the aero- 
plane separately. There is no absolute stipula- 
tion that they are to be broken up but they are 
sold at scrap prices and are normally scrapped. 
At the same time we should be reluctant to make 
it a binding rule, that in uo case might we 
dispose of obsolete or obsolescent aircraft other- 
wise than for breaking up; because cases might 
arise where the Dominions or Colonies, or coun- 
tries such as Egypt or Iraq, which are attached 
to us by political ties, might wish for some re- 
laxation of that rule and we should not like to 
be in a position where we could not even discuss 
the question. During the last five years or so that 
I have been at the Air Ministry there has not 
been, within by recollection, any instance where 
we have actually sold obsolescent machines in a 
serviceable condition for export from this coun- 
try, but the question has been under considera- 
tion on more than one occasion and we should, 
perhaps, have been ready to stretch a point if the 
purchasers bad pressed us to do so. 
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4789. Frofessor Gutteridge : In other words, you 
think there may be overriding circumstances ? 

Sir Hugh Dowding : Yes. Does that cover 
the q^uestion about the Air Ministry attitude? 

Sir Thomas Allen : Yes. 

4790. Professor Gutteridge : Now the other ques- 
tion. 

Sir Hugh Dowding : The other question is, 
of course, a very much bigger one. I am rather 
glad that it has been raised, because on reading 
these papers I do not feel that there is down in 
black and white quite clearly enough the very de- 
finite attitude of the Air Ministry on this sub- 
ject. The Air Ministry is definitely against either 
the partial or entire construction of an aeroplane 
or engine in government factories. 

4791. Sir Thomas Allen: Did you say “definitely 
against ” ? 

Sir Hugh Dowding : Definitely against, yes. 
The reason for that is, that we believe that the 
greatest efficiency in this art, which is still making 
the most rapid strides and which is a comparatively 
youthful one, can only be obtained by the strongest 
possible competition in design between the best 
brains in the country stimulated by suitable con- 
ditions. I do not want to take up too much time 
in making a speech, but I would rather make a 
short statement and then subject myself to cross- 
esamination. It ttnay be said : oompetition is 
good, but why not have a government factory to 
compete against outside private factories ? My 
answer to that would be that whoever is sitting 
in the chair which I lately occupied at the Air 
Ministry will always receive, and must always re- 
ceive, from his staff the advice that the official 
government design is the best, and therefore in 
normal times, when there is not enough to go 
round, the government design will always be the 
one which is accepted, and the private design will 
be rejected, and in course of time outside firms 
will cease to compete in such a one-sided field. 
Manufacture from gover nm ent, design is, of course, no 
new idea, and it did obtain during the War at Farn- 
borough, which used to be the Royal Aircraft Factory. 
In my opinion and in that of many others the system 
was not a success, and at the end of the War the 
Royal Aircraft Factory ceased to be a factory and 
its activities were diverted into what I consider 
to be much more useful channels. 

4792. Sir Philip Gibhs: Research? 

Sir Hugh Dowding : Research, testing 

materials, airworthiness, questions which are of 
extreme complexity and on which even to-day we 
do not care to 'be dogmatic; a great deal of work 
on instruments and wireless and so on. In that 
limited respect they are still a government design- 
ing establishment, and I .would be the first to pay 
my tribute to the excellent work which they have 
done in that field. I do not think I want to say 
anything more now but I shall be very pleased to 
answer questions. 

4793. Professor Gutteridge: There is one question 
that I should rather like to put to you on this last 
statement of yours. Mr. McKinnon Wood, I think 
it was, suggested to us one thing that could be done 
would be to have the government aircraft factory 
divided up, apparently, into sections, with sections 
competing with one another. Did you read that 
part of his evidence? 

Sir Hugh Dowding : Yes, I did. 

4794. Professor Gutteridge: Have you any observa- 
tions to make on that? 

Sir Hugh Dowding : Only that I entirely 

disagree. His idea was to have several designing 
staffs competing against one another. 

4795. Professor Gutteridge : Yes. 

Sir Hugh Dowding : That would really 

intensify the situation that I have already criticised. 
Instead of outside firms having one government 
designing staff to compete against they would have 
three or four. The point is that the chief designer, 
the big brain behind the aeroplane — I am not speak- 


ing of any individuals, T am sipeaking only in 
generalities — if he is a government servant, has a 
steady career; he comes in at the bottom and at a 
certain stage he is promoted to an important 
position in the design staff, and he stays there till 
the end of his time. He knows he is going to get 
a pension at the end. The result of that is that 
you get a great deal of good, steady, reliable work, 
but it is not the kind of system under which you 
get flashes of genius. 

4796. Professor Gutteridge : May I revert to some- 
thing that you said just now? I am not sure 
whether I understood you correctly. I think you 
said the tendency would be for anybody in your 
position at the Air Ministry to be advised to accept 
the government design. 

Sir Hugh Doling : Yes. 

4797. Professor Gutteridge: Why do you say that? 

Sir Hugh Dowding: Because the same 

individuals who are responsible for advising me, 
while they might not be the actual individuals who 
were carrying out the design, would ibe all in the 
same department and all working together. 

4798. Professor Gutteridge: Surely they would have 
a sufficiently independent mind to distinguish 
between government designs and other designs. 

Sir Hugh Dowding: No; I think they would 
give me a perfectly honest opinion, because they 
would conscientiously believe that such and such a 
line was the best line to work on, and that would 
be the same line as that on .which the government 
designers were employed. 

4799. Professor Gutteridge: That is your own 

personal view. 

Sir Hugh Dowding: That is a very deep 
conviction. 

4800. Sir Philip Gibbs: All your reasons are based 
on the fact that it is a very youthful craft. 

Sir Hugh Dowding : They are intensified by 
that circumstance, but it is of general application. 

4801. Si?' Philip Gibbs : In the course of time do you 
anticipate any approach to standardisation of 
types ? 

Sir Hugh Dowding ; Yes, I think so, but I 
think it is a long way ahead still. You must 
remember that up to, we will say, 1925, aeroplanes 
were built of wood ; now they are built of metal ; 
outside, the appearance is very much the same but 
the actual mechanism of the modern aeroplane and 
the engineering problem of building a metal aero- 
plane is entirely different from the (problem of 
building a wooden one. Progress is rapid now and 
I can imagine that in perhaps 15 or 20 years time 
it may be approaching stabilisation, but not in the 
immediate future. 

4802. Sir Thomas Allen: It has suggested itself to 
the minds of some df us that this being a relatively 
new arm of the service and 90 per cent, of the total 
output being consumable, here was a position where 
the government itself could well make a venture 
and test out the possibilities of government pro- 
duction. You do not agree with that? 

Sir Hugh Dowding : They made their venture. 
They tried it out at Farnborough during the War 
4S03. Sir Thomas Allen: Do you think that was a 
fair test, during the War? 

Sir Hugh Dowding: I .think so; it was a very 
representative result, and what would be likely to 
happen again. 

4804. (S'ir Philip Gibbs : It tended to standardise a 
very inefficient type. 

Sir Hugh Dowding : A very isound and 

reliable type, but soundness and reliability aro not 
what are required in the modern war; it is perform- 
ance and always more performance. You must 
never be content. 

4805. Mr. Spender: Aeroplanes arc always going 
out of date. 

Sir Hdgh Dowding : Yes. 

4806. Mr. Spender: I suppose you have no idea of 
the life of an aeroplane? 
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Sir Hugh Dowding : Yes, the life of an aero- 
plane regarded as a flying machine is increasing 
every year. 2,000 or 3,000 flying hours is perhaps 
quite a reasonable sort of ideal to aim at, but in 
war the life of an aeroplane averages 50 or 60 
hours, and the lower its performance the shorter its 
life however reliable it may be as a flying machine. 

4807. Sir Philip Gibbs : 1 think Mr. Spender meant 
the life of an aeroplane before it becomes obsolescent. 

Mr. Spender : Yes. 

Professor Gutteridge : Types change very 

quickly? 


Sir Hugh Dowding : Tj’pes change very 

quickly. Nowadays, I suppose, one might take four 
to five years in service as the life of a type. 

4808. Professor Gutteridge : That puts it right out 
of date. 

Sir Hugh Dowding : Yes. Progress is bound 
to slow down and that period will lengthen. 

4809. Professor Gutteridge : You will get nearer to 
the steamship, for instance, in course of time. 

Sir Hugh Dowding : In course of time. 


The following memorandum was submitted: 


VII. ALLEGATIONS OF BRIBERY. 

JOINT MEMORANDUM BY THE ADMIRALTY, THE WAR OFFICE AND THE AIR MINISTRY 


1 . The statement has been made in the Report 
of the Temporary Mixed Commission at Geneva 
dated 15th September, 1921, 

“ That armament firms have attempted to 

bribe Government officials both at home and 

abroad.” 

With this statement should be read the allegations 
referred to in the pamphlets of the League of 
Nations Union ” that discrimination has been made 
by officers of the Ministries in the allocation of orders 
to private firms with a view to obtaining upon 
retirement from the services positions as directors 
on the boards of Armament Firms.” 

2 . So far as the service departments are con- 
cerned both allegations are without foundation. 

3 . The allegations may be considered from the 
points of view whether the system is such as to 
afford adequate safeguards against bribery and 
whether in fact cases of bribery have occurred. 

4 . As regards the system, the machinery may 
differ in the three service departments, and the 
Commission will no doubt desire to supplement the 
information given in this memorandum by examina- 
tion of witnesses from the three departments as 
to the detailed ijrocedure in force in each depart- 
ment. But the same broad principles apply in all 
three departments and it is claimed that those 
principles render effective bribery difficult if not 
impossible. 

5 . Bribes might be offered by armament firms 
with the following objects: — 

To induce a department 

(1) to embark on a programme of purchase 
of armaments which it would otherwise not 
purchase; 

(2) to buy stores from one firm rather than 
another ; 

(3) to pay a higher price than was justified. 

As regards (1) general military* policy with 

which any purchase programme must conform is 
laid down by the Staff. Subject to that policy, 
the responsibility for putting forward proposals for 
the purchase of armaments rests with the respon- 
sible Military Member of the Board. But those 
proposals are subject to financial criticism by the 
finance department which is under an entirely 
different Member of the Board. Under the existing 
fjystem it would hardly be possible for an unjustifi- 
able programme of purchase to be launched through 
corrupt influence : every programme must be able to 
stand on its own merits the examination of more 


* In this memorandum the term military is used to 
cover naval, military and air forces: the term Staff 
to cover the Naval Staff, the General Staff and the 
Air Staff: the term Board to cover the Board of 
Admiralty, the Army Council and the Air Council. 
The term “Armament Firms” is taken to mean 
the chief suppliers to the Service Departments of 
munitions of war in their finished state. The term 
“ munitions of war” includes vessels of war and all the 
articles covered by paragraphs (i) to (xx) of Article (i) 
of the Arms Export Prohibition Order 1931. 


than one individual Member of the Board and must 
be accepted by the Board as a whole. As regards (2) 
when provision has been made in estimates for 
the purchase of armaments, or any other stores, 
the military or requisitioning department con- 
cerned forwards details of its requirements to the 
Contract Department which is responsible for plac- 
ing and administering headquarter contracts. The 
Contract Department is not under a Military Mem- 
ber of the Board, but under a Civil Member, who 
is also a Member of Parliament. There are thus 
two departments, each responsible to a different 
Member of the Board, concerned in procuring the 
supply of a store — the demanding department and 
the Contract Department. This in itself is a safe- 
guard against irregularities. When the Contract 
Department receives notice of the military require- 
ments the normal rule is to go to competitive 
tender for them, and, provided that the articles 
correspond with the specification and that delivery 
is satisfactory, to accept the lowest tender. (There 
are stringent rules regulating the opening and 
scheduling of tenders and the Commission, if they 
desire to have details of these safeguards in each 
department, will no doubt examine the three 
departments on the matter.) If on receipt of the 
tenders the lowest is not accepted, it is the practice 
to record the reasons for this action on the 
file, which is open to inspection not only by 
the finance department but by the Exchequer 
and Audit Department. In important cases any 
proposal to pass over an apparently suitable lower 
offer would be submitted by the Director of Con- 
tracts for Ministerial authority, for it is fully re- 
cognised that the established principle of public 
purchase is competition and the acceptance of the 
lowest offer and that good reasons are necessary 
to justify a departure from this rule. 

In some cases, however, even where competition 
is practicable there may be special reasons, usually 
of a technical character, for going to single tender. 

In such cases unless it is an experimental order, 
the rule observed by the War Office and the Air 
Ministry is that if the contract is over £500 in 
value Ministerial authority for placing it is neces- 
sary : if it exceeds £20,000 the authority of the 
Secretary of State is required. Similarl}', in the 
Admiralty, if a single-tender contract presented 
exceptional features, whether in point of magnitude 
or otherwise, the prior approval of the Board would 
be sought. 

There are also cases, and this is particularly so 
in regard to certain armament stores, in which 
competition is limited or impracticable ; for example, 
the store may be to the design of a firm which on 
this ground has claims to a share of the orders; 
or there may be only one source of supply. In 
such cases, the facts are recorded on the file, and 
steps are taken, as explained later in this memo- 
randum, with the object of preventing the mono- 
poly from resulting in excessive prices. 

It is always possible, of course, to argue that 
the final choice between different types of a par- 
ticular armament, when a new t 3 ^e is being 
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adopted, must often rest with some highly placed 
technical officer and that he or the officere advising 
him might be actuated by some iipproper motive 
in coming to a decision. For instance, it might be 
a choice between two types of aircraft of almost 
equal capacity or performance and one might be 
chosen in preference to the other because the officer 
with .wliom the final decision rested allowed himself 
to be swayed by unworthy influence. There is, in 
theory, such a possibility. That it is so improbable 
that it can safely be set aside as a practical im- 
possibility can be affirmed with the most complete 
confidence. No officer who has reached a position 
in which he has power to decide in such a matter 
is in the least likely to found his judgment upon 
anything else than the good of the service. No 
advantage which he might gain from favouring the 
worst of two or more competing types of armament 
could possibly offset the professional discredit which 
he would bring upon himself by deliberately impos- 
ing upon the service an inferior type of armament 
when a better type was obtainable. That such an 
officer would allow himself to be improperly in- 
fluenced in a matter which might affect the success 
of the service for which he was resiponsible is indeed 
neither more nor less probable than that any other 
individual holding a public position which carries 
great responsibilities — for instance a Minister of the 
Crown, a Jiidge, or a Member of a Royal Commis- 
sion — will betray his trust. In point of fact, there 
is no shadow of evidence for suspecting that any 
case of corruption or undue influence of this sort 
has ever arisen. 

As regards (3), the normal safeguard against ex- 
cessive prices is competition. Where this is not 
available the departments endeavour by other means 
to ensure that the prices are fair and reasonable. 
The usual way is by some method of costing. The 
actual method adopted by the three departments 
varies. In the case of the Admiralty the system 
generally in vogue for armament stores is one by 
.which the firm's estimate is examined both by pro- 
fessional accountants and by technical experts. The 
professional accountant after visiting the firm’s 
works assesses a rate for establishment charges 
applicable to the period in which the work is to be 
executed. The technical expert estimates from the 
drawings what the actual cost should be having 
regard to the firm’s plant, equipment, etc. The 
reports of these officers form the basis for negotia- 
tion between the Director of Contracts and the 
firm’s representatives. 

The clause normally included by the War Office in 
non-competitive contracts with their regular con- 
tractors provides that the tender price is to be re- 
garded as a maximum price and that the con- 
tractors’ actual costs shall be subject to investigation 
on completion of the contract by the department’s 
accountants. In no case where this clause is accepted 
can the contractor get more than the tender price : 
if that price is found on investigation to be exces- 
sive it is reduced accordingly. The decision rests 
with the department. In making their investiga- 
tions the accountants where necessary have access 
to technical advice and assistance. The Air Ministry 
employ both the Admiralty and the War Office 
methods, adopting the one or the other as appears 
most appropriate to the particular circumstances. 


[Uonimued. 


The foregoing statement of procedure shows that 
when certain exceptional considerations occur Minis- 
terial authority is required for the allocation of 
contracts, but it is not in these circumstances only 
that such approval is obtained. Certain contracts 
of great importance and value are submitted for 
Ministerial^ approval in the Admiralty, War Office 
and Air Ministry whether the exceptional considera- 
tions already described arise or not. 

6. The preceding paragraphs endeavour to show 
that the system in force in the three service de- 
partments is such as to safeguard the state against 
bribery in connection with the placing and adminis- 
tration of contracts. To the question whether, 
despite the system, bribes have been offered to and 
accepted by members of the three service depart- 
ments from armament firms, it is of course impos- 
sible to prove a negative. It can only be said that 
in none of the three departments is there a record 
of any such case since the War, and that all three 
departments are satisfied that in the placing and 
administration of contracts their officials carry out 
their duties with honesty and integrity. It must bo 
recognised that in the last resort — whate%'er system 
may be in force — it is on the honesty and integrity 
of the individual that reliance must be placed. 
No scrap of evidence has been produced that officials 
of the service departments have been directly bribed 
by armament firms, and the departments are aware 
of none. It has however also been alleged, as stated 
at the beginning of this memorandum, that a more 
siibtle form of bribery has been practised and “ that 
discrimination has been made by officers of the 
Ministries in the allocation of orders to private 
firms with a view to obtaining upon retirement from 
the services positions as directors on the boards 
of Armament Firms.” In support of these allega- 
tions certain names have been mentioned. It is 
freely admitte<l — indeed it is common knowledge — 
that members of the services have, after retirement, 
joined the boards of firms providing munitions for the 
service of the Cro,wn. From the point of view of the 
public service, however, it is claimed that there is an 
advantage in this, for in such highly technical 
matters it is most desirable that the manufacturer 
should be fully acquainted with service needs, ser- 
vice experience and service vie^vs. The fact that 
such appointments have been given is no evidence 
that they have been given for improper motives 
and no shred of evidence has been adduced that dis- 
crimination has in fact been made in the allocation 
of orders to private firms by any one at all. It may 
perhaps be suggested that if this system of induce- 
ment to officials to show improper discrimination in 
the allocation of contracts were really in existence 
senior officials of the contract departments of the 
Admiralty, the War Office or the Air Ministry, by 
whom the peace time allocation of contracts is made, 
might have been expected to be the special objects 
of such inducement. In fact no such official has 
been appointed, or so far as is known offered appoint- 
ment, to the board of an armament firm during the 
past 15 years (nor, so far as is known, at any earlier 
time), even though during the 15-year period two 
Directors of Contracts, two Deputy Directors and 
four Assistant Directors in charge of armament con- 
tracts have retired in the ordinary course from their 
departments. 


4810. ProjessOT Gutteridge : Memorandum VII deals 
with allegations of bribery. I think it goes a little 
beyond that. It deals with suggestions that have 
been made as to improper pressure being brought to 
bear in various directions on government officials. I 
do not know whether you desire to supplement it in 
any way; it seems to me a very full and exhaustive 
statement. 

Mr. Bovenschen : We feel very strongly upon it. 

4811. Professor Gutteridge : I know you feel very 


strongly upon it, and you set out your case very 
fullj’. In fact I gather the departments strongly 
resent the suggestions which have been made. 

Mr. Bovenschen : Very strongly indeed. 

4812. Sir Philip Gibbs : There is one part of the case 
which you have left out, if I may say so. In your 
defence of the private manufacturers and in your 
denial that they use methods of bribery you do not 
deal with bribery of officials in foreign countries by 


MINUTES OF EVIDENCE. 


683 


20 May, 1936.] 


[Continued. 


sellers of arms from this country. You leave that 
on one side. 

Mr. Bovenschen : If I may say so, I do not 
think that point was before the service departments. 
We were dealing with the allegations made with re- 
gard to His Majesty’s services. 

4813. Professor Gutteridge: You are on your de- 
fence, repelling charges which have been brought 
against you. 

Secretary : It is fair to say that nobody has 
made any charges. 

Mr. Bovenschen : I would rather use the word 
insinuations. 

4814. Sir Philip Gibbs : Sir Maurice Hankey takes 
a larger argument and talks of the possibility of 
private arms manufacturers bribing officials of foreign 
countries. I think the question must be addressed 
to Sir Maurice. 

Sir Walter Jenhins: I must say this, speaking 
from observation : I think you get similar accusations 
of bribery in regard to dealers in other products; 
they are not peculiar to arms. 

Sir Philip Gibbs : No. But I think you will 
admit that weapons of war are slightly different from 
other classes of goods. 

4815. Professor Gutteridge: You say here “ No scrap 
of evidence has been produced that officials of the 
service departments have been directly bribed by 
armament firms, and the departments are aware of 
none.” That summarises your views on the evidence? 

Mr. Bovenschen: Yes. 

4816. Pro/es5or Gutteridge: As I understand, you 
also take the standpoint that the traditions of the 
civil service are such as normally to prevent any- 
thing of the kind happening. 

Mr. Bovenschen: Yes. 

4817. Sir Kenneth Lee: I take it you would agree 
that no regulations can prevent bribery if the per- 
sons are willing. 

Sir Hugh Elies : We have no experience. 

Mr. Bovenschen: The main safeguard against 
this is the standard of the civil service. 

4818. Sir Kenneth Lee : The tradition. 

Mr. Bovenschen : Yes. 

Sir Eeginald Henderson : Years ago I was a 
member of a commission which placed a large order 
in Greece and another in Roumania for goods which 
eventually found their way into the British fleet 
in 1914-18, and in no case was 1 approached by any 
British firm with any idea of bribery or anything 
else. I would like to make that point. It is my own 
personal experience. 

4819. Sir Kenneth Lee: And they did not bribe the 
Roumanians? 

Sir Beginald Henderson: No. It was im- 
possible. 

4820. Mr. Spender: Of course, I accept everything 
that is stated here. There is not in the mind of any 
of us any kind of reflection on the officers of the 
array, navy, air force, or other public services, but 
there is one point on which I should like to ask 
your opinion. It has been discussed a good deal. 
May not the prospect of obtaining employment in 
armament firms at relatively high salaries after re- 
tirement on pension be an undesirable influence — I 
will not say a conscious influence? I do not think 
we can conceal from ourselves that that is a matter 
which is discussed a good deal in public to-day. I 
am not putting it on the plane of bribery, or any- 
thing like that, but I should like your opinion as to 
whether you think it is a desirable way of creating 
the necessary liaison between the government and the 
armament firms. 

Sir Hugh Elies : The armament firms do employ 
ex-soldiers and sailors, but I think they employ 
them mainly because of their technical skill. There 
are a number of cases. 

4821. Mr. Spender: Oh, undoubtedly. 

Mr. Bovenschen: We have endeavoured to show 
in this memorandum that the actual placing of the 
contract is done by a department not under a military 


but under a political chief, and that, as far as we 
know, no highly-placed contract official has ever been 
offered or accepted any 

48^. Mr. Spender: That is not the point at all. 

Mr. Bovenschen : It seemed to me to show 
that there was not very much substance in that 
argument. 

Sir Walter Jenkins: 1 think the service officers 
who retire after they have reached the end of their 
service are taken on chiefly because of their technical 
skill. There is no doubt that there is a great 
advantage — it is a mutual advantage, in my opinion 
— 'in the arms manufacturer having the experience 
of an officer who has been a user of those particular 
weapons. 

4823. Sir Philip Gibbs: Does it not sometimes lead 
to a kind of divided allegiance? 1 myself have met 
naval officers who have complained that men under 
their command are looking forward to a position 
under an armament firm and it creates a sense of 
uneasiness during their term of office with the service. 

Sir Walter Jenkins: I myself have no ex- 
perience of that; in fact, I think, considering the 
number of officers retiring from the navy, there have 
been very few officers who have gone to an armament 
firm. 

4824. Sir Philip Gibbs: From the navy? 

Sir Walter Jenkins: From the navy. 

4825. Sir Philip Gibbs : 1 think you will find that the 
list is quite a long one. 

Sir Walter Jenkins: Not in proportion to the 
number of officers who retire. 

4826. Sir Philip Gibbs: Certainly, having regard to 
the importance of the individual. 

Sir Beginald Henderson: I think you are right 
up to a point, but it must be borne in mind that a 
large number went into the service as youngsters 
who, owing to the cutting down of personual after 
the War, were “ axed.” They are young fellows 
of 32 and thereabouts who have gone into the arma- 
nrent fiiuns in very subordinate positions in ordei' to 
get their bread and butter. 

Sir Philip Gibbs : I am thinking of senior 
officers. 

4827. Professor Gutteridge: Do you not think a 
period should be allowed to elapse between leaving 
the government service and entering the service of 
an armament firm ? Has it not occui-red to you that 
a year or two should elapse? I believe that has 
been very often suggested. 

Sir Beginald Henderson: If any firm — I do not 
mind whether it is an armament firm or any other — 
takes on an individual officer, from whatever service 
he may come, and thinks it can use his brains, I 
cannot see why those brains should be allowed to 
lie stagnant. 

4828. Professor Gutteridge: I am not su gg esting it 
myself, but the suggestion is put forward that there 
is some kind of subtle influence brought to bear by 
which a young officer is induced to leave the govern- 
ment service and pass into the service of armament 
firms, taking with him a certain amount of know- 
ledge that he has gained in the government service. 
There are other aspects of the question which are 
criticised. The suggestion was made with a view to 
preventing that. It would not affect the retired 
man, it would not matter twopence to him, but it 
would prevent the young officer drifting out of the 
navy or the army into armament firms. 

Sir Beginald Hendeison : I should have thought 
the number of people who had been induced to enter 
armament firms was very few indeed. 

4829. Professor Gutteridge: As you say, the fear of 
the ” axe ” may have driven them. 

Sir Walter Jenkins : Not onlj’ the fear, but the 
actuality. 

4830. Sir Thomas Allen: Did not the first great 
armament constructor go from Woolwich and start 
on his own ? 

Sir Hugh Elies: Sir George Hadcock? 

4831. Sir Thomas Allen : Sir George Armstrong. 

Sir Hugh Elies: Yes. 

4832. Sir Thomas Allen: You have further remarked 
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that it is because of the technical experience that 
they transfer their services to private enterprise. 

Sir Hugh Elies: I have a list here covering a 
great many years and it contains very few soldiers; 
there is only about a dozen. 

4833. P>’o/essor Gutteridge: I think somewhere in 
these papers — I do not know where — you draw 
attention to the fact that, although the board of a 
trade concern was more or less assisted by service 

The following Memora 


people, they did not get a contract for machine 
guns. 

Sir Hugh Elies : That was in 1934. 

4834. Professor Gutteridge: There was a case 

where, if there had been any knowledge, it would 
have been applied. 

Sir Hugh Elies: The contract had to go 

abroad. 

Professor Gutteridge : That was a strong case. 
Perhaps we might pass to the next head. 
ndum was submitted : 


VIII. INVENTORS IN THE SERVICE OF H.M. GOVERNMENT. 


JOINT MEMOEANDDM BY THE ADMIHALTY, 

1 . Suggestions have been made in evidence which 
imply that inventors in the service departments 
are not given the same encouragement as are those 
in private industry. Sir Maurice Hankey, in the 
passage dealing with inventors in iiis first memo- 
randum of evidence (paragraph 33 et seg.) has ex- 
plained the great importance which the service de- 
partments attach to the research and invention in 
connection with armaments carried out by the private 
firms in addition to the corresponding activities 
w'ithin the service departments themselves. In a 
footnote to his addendum to paragraphs 33 to 39, 
he indicated in passing that there would be no diffi- 
culty in refuting the suggestion that there is little 
or no incentive or encouragement to service inven- 
tors. The service departments understand that 
evidence is now required in regard to this aspect 
of the matter, to which the following memorandum 
is accordingly addressed. 

2. It is believed that it is customary in private 
manufacturing concerns to make arrangements to 
ensure that they have first call upon inventions con- 
nected with their business which may be made by 
members of their staff, and the Royal Commission 
have no doubt received trade evidence to that effect. 
The necessity of such arrangements is in fact self- 
evident where research staffs are maintained, or in 
any business where a considerable commercial or 
other advantage may follow the development of an 
invention. 

3. It is equally self-evident that such an arrange- 
ment is necessary within a ^rvice department. 
The system adopted provides broadly that where an 
invention is taken into use by the government the 
inventor shall receive a reward in respect of such 
use, and that in addition he may, according to cir- 
cumstances, share in the proceeds of any commercial 
exploitation, or may even be entirely free to deal 
with the commercial rights himself. Where an in- 
vention arises out of the inventor’s duties the grant 
of a financial award for government use would how- 
ever depend upon the invention being particularly 
important or productive of large savings. 

4 . To give effect to these principles the existing 
service regulations (which are applicable to the Civil 
Staff as well as to the Navy, Army and Air Force) 
provide generally that an inventor may, subject to 
certain restrictions to ensure secrecy, file a pro- 
visional application at the Patent Office on his own 
initiative and that as soon as he has done so he must 
report the matter to higher authority and conform 
to the governing regulations. Thereafter the inven- 
tion and patent may be dealt with under the follow- 
ing alternative conditions: — 

(1) If complete control is desired for purposes 
of secrecy or otherwise (e.p., if the invention arises 
from research which the inventor was specifically 
appointed to carry out) the inventor may be called 
upon to assign the invention and patent to the 
government. If secrecy is unnec?essary the gov- 
ernment may itself negotiate for the commercial 
user of the patent and the inventor may be granted 
a share of the commercial proceeds. 

(2) The government may be satisfied with an 
agreement reserving the right to use the inven- 
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tion and patent free of legal obligation, the in- 
ventor being otherwise free to dispose of or deal 
with the commercial rights. The government may 
however reserve the right to share in the profits 
arising from the inventor’s exploitation of the 
commercial rights. (This method of dealing with 
the invention might be applied if, for example, 
the invention were akin to the inventor’s duties 
but did not actually arise out of them, and secrecy 
were unnecessary.) 

(3) The government may release the invention 
and patent entirely to the inventor {e.g., if the 
invention were of no interest to the service). 

5 . The fact that the inventor may receive a share 
of commercial proceeds does not debar him from 
applying for an ex gratia award in respect of the 
use of the invention for government purposes. 

6. Departmental committees exist for the purpose 
of considering and recommending awards to inven- 
tors whose inventions have been adotpted and taken 
into use for government purposes. Departmental 
committees also recommend the extent to which the 
government and the inventor shall share in the 
commercial proceeds. 

7. A Central Awards Committee has been con- 
stituted to which body an inventor is permitted to 
appeal if he considers that the amount of any award 
offered in resipect of the use of a patented invention 
in His Majesty’s Service is inadequate. Inventors 
may also be permitted to appeal to the Central 
Awards Committee against the department’s de- 
cision regarding the inventor’s share of commercial 
proceeds. 

8. In addition to the above mentioned committees, 
facilities are available in service departments for 
affording recognition in the case of suggestions put 
forward by workmen, and awards committees exist 
in main fleets, home dockyards and the Royal Arsenal 
for a similar punposc. Awards are made also from 
a trust fund at the disposal of tho Admiralty to 
inventors in the Royal Navy and Royal Marines who 
contribute to the improvement of fighting appliances. 

9 . The records of the Royal Commission on Awards 
to Inventors, which body ceased to function in 1933, 
and the records of the Departmental Awards Com- 
mittees mentioned show that a large number of 
awards have been granted to service inventors. The 
Admiralty Awards Council set up after the War has 
since its inception dealt with nearly 400 cases, of 
which the vast majority are concerned with inven- 
tors within the service. In 90 per cent, of the cases 
considered an award was granted. The Air Ministry 
has dealt with over 300 such cases in 50 per cent, 
of which an award was granted ; and the War Office 
with about 500 claims on behalf of service inventors, 
of which it is calculated that in recent years, about 
86 per cent, have resulted in awards. 

10. An important factor taken into account in 
assessing awards and the share of commercial pro- 
ceeds allocated to the inventor, is the relation of 
the invention to the inventor’s duties. 
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4835. Professor Gutteridge : I do not know whetker 
you wish to supplement that memorandum in. any 
way. "Will you tell us how you deal with the 
inventor in the air service P 

Sir Hugh Doicdlng : It is a difficult question 
to settle how much pecuniary advantage a service 
officer or civil servant should obtain from an in- 
vention which was made, ijerhaps, in the course of 
his duty, in government time and with government 
facilities. There are two forms of criticism com- 
monly launched against the present system. One is 
that the inventor is too hardly treated and is not 
allowed to reap the fruits of his ingenuity. That is 
rather the criticism here. There is another type of 
criticism which says that he is too well treated and 
that he ought not to get so much; and, further, 
that he should not be in a position to adjudicate, 
perhaps, upon rival inventions from outside. On 
the whole, in my opinion, we have a very good 
S 3 'stem. The extent to which the inventor shall be 
permitted to profit from the commercial aspect of 


his invention is assessed on the merits ,of each par- 
ticular ease. It is assessed by a committee, the 
finding of which — speaking for the Air Ministry, at 
any rate — goes up to two members of the Council; 
each individual case is reviewed, and if an inventor 
is finally dissatisfied with the terms of the award, 
he has an appeal to a central committee. 

Mr. Holloway : The Central Committee on 
Awards to Inventors. 

Sir Hugh Dowding : On the whole, although 
it is a difficult question, I think, we have a very 
good solution. 

Dealing with that other matter which I have men- 
tioned but which has not formed the subject of 
criticism, that a man may find himself in the posi- 
tion of deciding for or against the ideas of his rivals 
which might affect his pocket, we have very definite 
regulations that no individual is allowed to 
adjudicate on such a matter but must leave it to his 
superior, whoever he maj' be. I do not think that 
I have anything more to say on this subject. 


The following memorandum was submitted: 


IX. SECRECY OF GOVERNMENT DESIGNS UNDER PRIVATE MANUFACTURE 


JOINT MEMORANDUM BY THE ADMIRALTY, 

1. Dt. Addison’s evidence on the 6th day, 21st June, 
1935, includes a statement in reply to a question, 
No. 916, by Sir Philip Gibbs to the effect that 
“ owing to the sj’stem of manufacture for foreign 
orders it is possible for things to be supplied to 
others which we would prefer to keep to ourselves.” 

2 . It is desirable to examine the position concern- 
ing firstly government designs and apparatus, and 
secondly inventions relating to munitions of war 
produced by government contractors and private 
inventors. 

3. It should be mentioned as regards the first 
category that all contracts for secret apparatus are 
made with a special reference to the Official Secrets 
Act, and a clause in the contract forbids disclosure 
of the work or designs, etc., to any unauthorised 
person, British or foreign. Steps are taken to ensure 
that adequate precautions are maintained to secure 
the observance of these provisions. Certain apparatus 
of a highly secret nature is manufactured in a 
separate part of the factory to which unauthorised 
persons are not allowed access. Moreover the appara- 
tus is made under the inspection of government 
resident overseers. 

4 . Under the Official Secrets Act, it is an offence 
for employees of private firms equally with govern- 
ment employees to communicate information about 
secret government work to unauthorised persons. It 
would be contrary to his own interests — to put the 
matter on the lowest basis — for the contractor him- 
self deliberately to disclose an important customer’s 
designs to other parties without permission, or to 
allow his employees to do so, and applications are 
received almost from day to day from contractors 
who wish to supply apparatus of government designs 
(not, in manj’ cases, " warlike ” apparatus) to out- 
side customers. 

5. To turn now to inventions produced by firms 
with or without prior experience of government 
orders, under the Official Secrets Act it is a mis- 
demeanour for any inventor to communicate an in- 
vention relating te munitions of war to a foreign 
power, notwithstanding that the invention might 
have been offered to a government department and 
refused. It is thought, however, that a department 
which did so refuse an invention ought, in fairness, 
to warn the inventor not to disclose the details to a 
foreign government, if such disclosure would be pre- 
judicial to the safety or interest of the state. (If 
no such warning were given the department would 
appear in an unfavourable light if the inventor were 
prosecuted for an offence under the Official Secrets 
Act. Similarly, if the department were asked by the 
inventor for an opinion on the point of disclosure 
abroad it could hardly refrain from giving one, and 
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if the department saw no objection to disclosure the 
inventor could hardly be prosecuted for an offence 
under the Act.) If government departments objected 
to disclosure abroad they would hesitate to deprive 
a private inventor of the use of his own invention 
without compensation in some form, but thej’ have 
that power in reserve, and would use it if necessary, 
especially if, as postulated by Dr. Addison’s remark 
quoted in paragraph 1 , the invention arose from 
government work. 

6. In practice no such drastic measures are found 
necessary. Special arrangements to ensure the secrecy 
of any improvements in apparatus manufactured by 
them under government contract exist with several 
of the more important contractors. Certain arma- 
ment firms are under agreement to submit to the 
Admiralty any new ideas and are amenable to the 
department’s wishes to keep an invention secret. 
As regards others who produce improvements as a 
result of their government orders they naturally seek 
to interest the department concerned in the hope 
of attracting further orders. Whether the depart- 
ments adopt their ideas or not, no difficulty is ex- 
perienced in securing that the designs are not 
communicated to a foreign power unless the depart- 
ments are agreeable to that course. 

7, It is not possible for government departments 
to inspect applications for patent before they are 
accessible to the public, but an arrangement has 
been made with the Patent Office by which that 
department calls the attention of patent agents 
to the desirability of inventors communicating with 
defence departments before an application relating 
to munitions of war is brought to the notice of 
other parties. It is also the practice of the service 
departments to examine the list of applications for 
patent as published in the Official Journal (Patents). 
Where the title suggests that the subject matter 
may be of interest for defence purposes the inventor 
is requested to permit confidential examination of 
the provisional specification. Such requests are 
normally complied with and the departments are 
thereby able to judge whether secrecy is desirable 
in the interest of the state. Retired officers of 
the forces and ex-employees of armament firms are 
in fact usually anxious to place their inventions 
before the departments. Apart from these classes 
of inventors most warlike inventions oome from 
arms manufacturers, whose position is dealt with 
above, or from executive and research officers in the 
services. It is most improbable that an amateur 
would produce an invention of major importance 
useful for war, and if he did, it is extremely un- 
likely that he would offer it to a foreign country 
before it had been considered by one of the defence 
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departments. Occasionally inventions by foreigners 
are offered to the Admiralty, but they are rarely 
adopted. 

8. To sum up on the major point under discus- 
sion — employees whether of the government or of 
private firms have much the same iruduoements 
not to disclose information about secret work on 


which they are engaged, while contractors them- 
selves may be relied upon out of self interest as well 
as loyalty to observe the department’s desires in 
this matter. In the most unusual event of a con- 
tractor being disposed to consider private profit 
before the national interest there is every deterrent 
by way of penalty and loss of favour to turn him 
from that course. 


4836. Professor Gutteridge : 1 do not know what 
other members feel, but I think we have discussed 
this thoroughly already and we have asked you a 
good many questions about it. 

Sir Philip Gibbs : Have you read the evidence 
of Captain Llewellyn, Admiral? 

Sir Peginald Henderson : Yes, I have studied 
it. 

4837. Sir Philip Gibbs: He occupied an important 
position. He was Chief Inspector of Naval 
Ordnance for some years* and a good deal of his 
evidence gives expression to his opinion that secrecy 
is not very well kept in the private armament firms 
and that a secret patent or a new weappn devised 
for government use very rapidly passes from the 
private armament firms into foreign countries. He 
gave various instances. Would you like to make 
any comment? 

Sir Peginald Henderson: Of course, it is some 
time since he was C.I.N.O. I dare say, like every- 
thing else, it is extremely difiicult to keep every- 
thing secret; eventually it comes out, but, since 
those days, steps have been taken to establish secret 
workshops where the probabilities of leakage are 
considerably less. I would not put it higher than 
that. 

4838. Sir Philip Gibbs : Do you think the possibility 
of leakage is greater in a private workshop than 
it is, for instance, in an ordnance factory or a dock- 
yard? 

Sir Peginald Henderson : I do not. 

48^. Sir Philip Gibbs: One of Captain Llewellyn’s 
points was that the actual weapon, or something 
very similar, was very rapidly sold to foreign 
countries, and he gave instances with regard to 
Japan. 

Sir Walter Jenkins: Would you point out the 
passage in the evidence. Sir Philip? 

48^. Sir Philip Gibbs : Yes. It is on page 551 of the 
evidence of Captain Llewellyn,* under paragraph (e). 
Secrecy ’ . He says : “ Private makers work 

foreign and British contracts side by side and it is 
impossible to preserve entire secrecy. For example 
in 1913 we were making 15-inch guns described and 
referred to as 13- 5-inch and in the same shops as 
that were guns, 12-inch and 13-5-inch, for the 
Japanese and Turkish governments; and similar work 
for Chili and Brazil ”. His point, you see, is that 
our most modern type of weapon was at that par- 
ticular time being sold to foreign countries, one of 
whom was our enemy. 

Sir Peginald Henderson: It was a very im- 
portant position, that of Chief Inspector of Naval 
Ordnance, .and I have not been able to trace that in 
that position he represented it to the Admiralty at 
the time. 

4841. Sir Philip Gibbs: I do not follow that. 

Sir Peginald Henderson : It was a very im- 
portant position, that of Chief Inspector of Naval 
Ordnance and, of course, as Chief Inspector he looks 
after where these guns are made, and I- cannot at 
the moment find any reference in the Admiralty that 
he pointed out that these guns were what he says 
they were. 


* Minutes of Evidence, 18th Day. 


Professor Gutteridge : You mean he ought to 
have reported it but you cannot find any trace that 
he did? 

Sir Philip Gibbs: Do you not think that it 
might have been the policy of the government to let 
the foreign powers have these guns at that time? 

4842. Sir Kenneth Lee : May I ask a question about 
patents? As I understood, in reply to Mr. Spender, 
you said that if the government took a secret patent 
they would compensate the firm, but if they allowed 
the firm to take out a ^latent and it was not made 
secret then, of course, either the firm could manufac- 
ture here and sell abroad, or they could license 
manufacture abi-oad. 

Mr. Spender: Could the government stop them 
getting a licence for manufacture abroad? 

Sir Walter Jenkins: No, I do not think they 

could. 

4843. Mr. Spender: If you declined to buy a patent 
or pay for a patent could you still retain the right 
of refusing a licence for a thing to go abroad? 

Sir Walter Jenkins: Yes. 

4844. Mr. Spender : Then you may catch the manu- 
facturer both ways? 

Sir Walter Jenkins : Yes. 

4845. Sir Kenneth Lee : But if he takes out a patent 
it is published to the world? 

TT^. J. Coombes, M.B.E., P.A. : It could 
be made in a foreign country. Although you might 
stop the British manufacturer from making it here 
you could not stop its being made in foreign 
countries. 

4846. Sir Kenneth Lee : The patent would be pub- 
lished? 

Major Coombes : Yes. 

4847. Professor Gutteridge : You have to stop him 
before that? 

Major Coombes: Yes. 

4848. Professor Gutteridge : I think under the 

Patents Act and the Official Secrets Act you have an 
opportunity to stop him. If you allowed it to go 
through it would be your fault, not the fault of the 
regulations? I was under the imijression that under 
the Official Secrets Act a discovery with regard to 
munitions was not to be communicated without first 
being mentioned to the government? 

Major Coombes : Yes. Apart from that we 
have a system of watching all applications, and we 
take action in regard to any which appear to us 
should be secret. 

4849. Professor Gutteridge : But is the obligation 
upon them or upon you? 

Major Coombes: No, they are not bound by 
law to communicate with us. 

4850. Professor Gutteridge : But the law binds them 
not to communicate with anybody else? 

Major Coombes : Yes. 

Professor Gutteridge : Speaking on behalf of 
the Commission, may I say we are very much obliged 
to you for all the trouble that you have taken and 
the very clear evidence that you have given us 
to-day. 


{Adjourned.) 
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Colonel Sir M. P. A. Hankey, G.C.B. , 

4851. Chairina7i: Sir Maurice, I understand you 

wanted to add something to your first statement? 

Sir Maurice Hankey: If I might, Sir. 

4852. Chaimmn: Yes, please. 

Sir Maurice Hankey : It will take me a very 
short time. First of all there was a question that 
I was asked by Sir Thomas Allen last time as to 
whether any new government factories were being 
built in connection with the new scheme. I could 
not really tax my memory at the moment, but I 
have looked up the facts. 

4853. Sir Thomas Allen: I expressed some doubt 
with regard to the definiteness of the White Paper 
in respect of what the government intended to do. 

Sir Maurice Hankey: I thought you wanted 
to know whether any new factories were to be built. 

4854. Sir Thomas Allen: Y'es, that is right. 

Sir Maurice Hankey: This statement was 
made by the Lord President in the House of 
Commons on the 2nd March, 1936, during a debate 
on Special Areas. He had given some details about 
the Air Ministry putting aerodromes in different 
places, which would help those areas, and then he 
went on : — 

“ Further, the government have come to a de- 
finite decision that a new government factory 
which will be required in the carrying out of the 
rearmament programme will be located also in 
South Wales. I am able to say that the site has 
already been decided upon. I am afraid, however, 
that at this moment no indication of its position 
can be given.”* 

I have nothing to add to that. The last time I 
summarised my conclusions as follows: — (1) The 
prohibition of private manufacture would be disas- 
trous to Imperial Defence. (2) In any event it is 
out of the question when we are in the throes of 
a great programme for reconditioning our Forces. 
(3) The case for it has not been established. 

Last time I dealt with the first two conclusions. 
Before I .start on No. 3 I would like to reinforce the 
evidence that I then gave, just on one point. The. 
Royal Commission will remember that I made a 
prima facie case rather tentatively as to the value 
of private manufacture of arms to civilian industry. 
Since then I have had rather an interesting con- 
firmation. Last week I spent 24 hours at sea on 
board the Queen Mary, and again and again I 
wished that the Royal Commission had been with me 
to see what I saw and hear what I heard. Whilst 


r.C.M.G., G.C.V.O., called and examined. 

visiting the engines a very high expert of the 
Admiralty happened to mention that the firm which 
built the Queen Mary had also built H.M.S. Hood, 
and that the experience gained in the case of 
H.M.S. Hood had made the construction of the 
Queen Mary possible. Now it so happened that the 
actual designer of the Queen Mary engines was 
there, so I turned to him and asked whether he could 
confirm this, and he told me it was perfectly correct, 
that he had gained invaluable experience for the 
Queen Mary engines from his work on the engines 
of H.M.S. Hood. That set my mind going, and I 
started inquiries about all sorts of details in the 
Queen Mary, auxiliary machinery and scientific 
apparatus of all kinds. I discussed these matters 
with the experts, both Naval experts, of whom a 
good many were on board, and the experts of the 
firms, and I found that on both sides the utmost 
importance was attached to the close co-operation 
which was obtained in such enterprises. I found 
that the Admiralty experts had been closely watch- 
ing all the technical developments in the Queen 
Mary and had attended her trials. Of course, the 
problems are not quite similar in all cases, but each 
side emphasised that they had a great deal to learn 
from the other in this difficult business of packing 
into the confined space of a ship a vast amount of 
appliances, and it enabled both sides to keep abreast 
of the very latest engineering developments. The 
influence of having done the last big job in engineer- 
ing was very much emphasised to me, and I suggest 
that because the last big job or the next big job 
happens to be a capital ship it would be a great 
pity to deprive the engineering industry of this 

country of the opportunity for getting that ex- 

perience and reaping its fruits and applying it 
mutatis mutandis to the ordinary civilian business. 
If we are to remain at the head of the world in 
engineering matters, I submit that nothing must be 
done to weaken the facilities for co-operation and 
mutual advantage which result from the present 

cordial contacts. Shall I pass now, Sir, to my 

second memorandum?* 

4855. Chairman : Yes, but I want to say a word 
with reference to the second memorandum, partly 
to explain my position, and I think the Commission’s 
position, and also your position in reference to it I 
have gone carefully through the second memorandum, 
and it appears to me to consist really of two parts. 
There is the one part, which is mainly contained 
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in the appendices, which consists of material which 
is in the nature of additional evidence to what you 
have already supplied to us in the first memorandum; 
then there is the second part of the memorandum 
which really consists in the main of your criticisms 
upon the evidence that has been given us in support 
of the views, which you do not accept, in reference to 
the private trade in arms. I think you will realise 
in that respect your position is very analogous to 
that of counsel who is addressing the court in 
criticism of and observation upon the evidence that 
has been presented on the other side. Now in any 
such case the court does not accept the statements 
which are made by way of criticism. It does not 
challenge them, because in challenging them it would 
appear to express an opinion if it did not agree with 
the particular criticism. Therefore, speaking for 
myself, I do not propose to address any question to 
you in reference to that part of the statement which 
appears to come under the heading of criticism of 
the case which was presented, if I may use tho 
expression, on the other side. Do you follow? I 
mean, it must not be presumed that your criticisms 
are accepted as just or accurate simply because you 
are not questioned about them. 

Sir Maurice Monkey: No. I will make no 
presumption of that kind, Sir, but if I may say so, 
I do not like this attribution to me of the position 
of a counsel or advocate. I have no brief for the 
armament industry, I have never had the slightest 
contact with it of any sort, kind or description, right 
through this business. My position is this : At the 
outset I explained that I thought the prohibition 
of private manufacture would be disastrous to Im- 
perial Defence. As the evidence developed I saw 
my claim being endangered by the powerful case 
that had been made against it, not only from the 
moral point of view but also from the point of view 
of inefficiency and so forth. On examining that case 
I found that there were a great many points which 
were contrary to what I believed to be the facts 
within my own knowledge and experience. I began 
to examine them one by one, and I found that in 
the light of facts, some of which are only in the 
possession of the government, they began to dissolve. 
Many of those statements and many of those examples 
were not correct, and it seemed to me. Sir, that if 
my case, to which I attach the utmost importance, 
was not to go by default it was my duty to lay those 
considerations before the Royal Commission. That 
is my position. Sir. 

4856. Chairman : Yes. I only want to make the 
position plain. In certain parts of your second memo- 
randum you sum up the position in such language 
as this — •“ The case is not made out at all ”, “ The 
expressions used are exaggerated and offensive ” — 
and so forth. That is the language, I will not say of 
a counsel, but of a critic. 

Sir Maurice Hankey . Yes, it is the language 
of the critic who has his own point of view, the point 
of view of Imperial Defence and does not want to see 
that point of view go by default. 

4857. Chairman ; Quite so, but you quite understand 
that, if we do not quarrel with you for using 
critical expressions, here and there, it does not 
follow that we accept them, because we do not 
challenge them. 

Sir Maurice Monkey : No. I quite understand 
that. Sir. Shall I make a statement on my second 
memorandum? 

4858. Chairman : Yes, please. 

Sir Maurice Monkey : I come now to my third 
conclusion : The case for prohibition of private manu- 
facture and trade has not been established. In order 
to make good that claim, it would be sufficient for 
me to show that the objections to this particular 
industry are outweighed by its vital importance to 
Imperial Defence as explained a fortnight ago, and 
that is one object of my evidence to-day. But I hope 
to do much more than that. I hope to show that, 


considered broadly, the accusations against this in- 
dustry, so far as this country is concerned, have not 
been substantiated, and that the alleged objections, 
even if proved, would not be removed by the institu- 
tion of a government monopoly, and that, therefore, 
the case as a whole has failed. 

I will begin by quoting the government’s view, 
which I do not think has been stated to the Royal 
Commission by witnesses against the industry. In 
1925, in reiffy to a League Questionnaire, the gov- 
ernment made the following statement : 

“ So far as this country is concerned, the British 
Government are not aware of any grave objections 
of a national character. As regards objections of 
an international character the British Government 
do not know of any that are peculiar to private 
manufacture.” 

In February, 1935, a qitestiou was asked iu the 
House of Commons. 

4859. Mr. Spender: Is this in your statement? 

Sir Maurice Monkey : It is, but I have taken 

it a little out of order, JVlr. Spender, because of 
what has happened. 1 wanted to bring this out 
at the very outset. 

4860. Professor (j-utteridge : It is in paragraph 20. 

Sir Maurice Monkey: Yes. Ju February, 

1936, Mr. Mitcjheson asked the Prime Minister 
‘‘ whether, in the last ten years, any information 
has reached any Government Department that 
satisfied it that any British firm manufacturing 
armaments had sought improperly to influence the 
policy of His Majesty’s Government or any foreign 
Government in the matter of armaments.” The 
Prime Minister—who was Mr. Ramsay ilacDonald— 
replied “ I have caused inquiries to bo made, and, 
as a result, I am able to say that the answer is iu 
the negative.” 

4861. Sir Thomas Allen: Did not the Prime Minis- 
ter, in making a speech, qualify it by saying 
“ during the past ten years ”? 

Sir Mauiice Monkey: In a speech? 

4862. Sir Thomas .‘Lllen : Yes. 

Sir Maurice Mankey : I do not know about 
the speech. It would take a little time to look 
it up, but that was his answer in the House in 
February. It was unqualified, as 1 gave it. 

4863. Sir Thomas Allen: It is within my recollec- 
tion that there was also that sentence “ iu the 
last ten years.” 

Sir Maurice Mankey : The speech was made 
in 1934, and this statement, which is an unqualified 
statement, was made in February, 1935. In addi- 
tion, you can obtain a lot of evidence of the 
government’s attitude in the Parliamentary Debate 
of 8th November, 1934, when both the speakers from 
the Treasury Bench, Mr. Baldwin and Sir John 
Simon, strongly opposed the prohibition of private 
manufacture and the establishment of a state 
monopoly. To bring the position up to date, per- 
haps the clearest expression of the government’s 
view is the fact that the bulk of the orders for 
the reconditioning of tho services is — as has already 
been mentioned — being placed with private indus- 
try. As there is a great deal of ground to cover, 

I am proposing to begin with a short synopsis. 
In presenting this examination of the evidence, the 
outstanding difficulty is the smoke screen of pro- 
paganda that has been directed against private 
manufacture during recent years. Now, that pro- 
paganda received a tremendous 'impetus at the 
Paris Peace Conference in the attribution to pri- 
vate arms manufacture of charges of “ grave ob- 
jection ” and “ evil effects.” 'I think it is neces- 
sary, therefore, for me to begin by showing that 
the Peace Conference made that assertion without 
any investigation at all. Next I shall go on to 
deal with the really shocking and shameful mis- 
representation of certain proceedings of the Tem- 
porary Mixed Commission of the League of Nations 
in 1921, a misrepresentation which, in spite of its 
exposure in Parliament, has been spread all over 
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the world. After disposing of these historical mis- 
understandings and misrepresentations which really 
form the foundation of the post-War ease against 
this industry, I shall turn to the eyidence itself. 
After some remarks on the degree of prejudice, 
vagueness, inaccuracy and insinuation in the evi- 
dence, I shall take up in turn the general case 
and the detailed case as outlined in the evidence. 
Under those two main heads I hope to deal with 
all the main charges made against private manu- 
facture and trade, meeting allegation with fact 
and argument with argument. I shall show, in 
particular, that the alleged objections and evil 
results of private industry, even if they were proved, 
would not be removed by the substitution of a state 
monopoly for private manufacture and trade. That 
is the general outline. 

I come now to the historical case. There is a 
great absence of real historical research in this 
matter, but in Annex I to my memorandum^ I deal 
with a curious example of rather incidental interest 
—an episode of the twelfth and thirteenth centuries, 
when, in connection with the Crusades an early 
example of international action — the Pope of Rome 
(forbade trade in arms with Moslems. In sipite of 
terrifying spiritual and temporal penalties for any 
breach, the Venetians eventually broke through the 
ban, and to the scandal of Cliristendom traded in 
“ goods forbidden to Christians.” The sequel was 
a series of naval wars, not between Christians and 
Turks, but between the Genoese and Venetians, on 
whose sea-power the Crusades had rested. The 
Venetians were victorious. I may add that 
subsequent investigation has shown that the culprits 
in this case were not private manufacturers or 
traders but the Venetian Government which com- 
pletely controlled foreign trade and made the 
scandalous treaties. It is interesting as illustrating 
the difficulty of enforcing these things but it is only 
of incidental interest. 

I now come to a matter of much greater historical 
importance which is the origin of Article 8, para- 
graph (5) of the Covenant which attributed “ grave 
objections” and “evil effects” to this industry. 
The attribution by this “ responsible international 
authority ”, to private manufacture, of this stigma 
has naturally been taken very seriously by the_ whole 
world ; the more so owing to its inclusion in the 
Covenant of the League. I therefore made an 
exhaustive examination of the circumstances in 
which the indictment was delivered and you will 
find that in Annex TI to my memorandum, in five 
pages of close print. I cannot do more than 
summarise it. I examined every scrap of official 
evidence — minutes, memoranda, reports of British 
governments and the Peace Conference, as well as a 
number of memoirs. I made a good deal of use of 
the memoirs of Mr. Hunter Miller, who was the 
liOgal Adviser to the American Delegation to the 
Peace Conference and who wrote a very accurate 
and detailed book which, as a matter of fact, was 
brought to my attention by Sir Cecil Hurst, now 
President of The Hague Court of International 
Justice, as being a valuable book on the subject, 
and it does contain in very convenient form the 
whole of the documents. The result of this investi- 
gation is, that there was not any inquiry, there 
was no evidence taken at all — as some of the 
witnesses seem to have thought — and there are no 
recorded discussions which throw the slightest light 
on the alleged misdeeds of private industry. As I 
think a recent witness told you, there was a feeling 
against Knipps. It was part of the strong anti- 
German prejudice that prevailed in Paris at the 
time, hut the facts were not investigated. President 
Wilson took a very strong vieav on this question. 
He was in a position of great authority. And so 
it came about that, without any investigation, 
without even a “charge-sheet” or compilation of 
what were the supposed “grave o-bjections ” and 
“ evil effects ” this condemnation was passed. Of 
course, things might have been worse, because from 


the very first President Wilson proposed to include 
prohibition of private manufacture in the Covenant 
itself. That is quite clear from my account. Pro- 
hibition was provided for in Colonel House’s 
original draft of August, 1918, which was President 
Wilson’s working basis. President Wilson included 
provision for prohibition in his first draft, his 
second draft (known as the “ First Paris draft ”) 
of the Covenant, and in his third draft. General 
Smuts also advocated .prohibition in his published 
pamphlet. But, though widely read, his draft was 
never adopted as a basis Of discussion. Apart from 
General Smuts’, none of the British drafts mentions 
prohibition. The Phillimore draft, which was the 
first, did not mention the subject. Then there were 
Lord Cecil’s drafts which did not go beyond super- 
vision of the arms traffic. Eventually, the Cecil 
draft and President Wilson’s draft were amalga- 
mated, the final version of the amalgamation being 
produced jointly by Sir Cecil Hurst and Mr. Hunter 
Miller. It contained no mention of private manu- 
facture. At the twelfth hour just before the Com- 
mission of the Peace Conference was going to sit, 
President Wilson made an effort to substitute his 
own [fourth draft, which did include .provision for 
prohibition, for tbe Hurst-Hunter Miller draft, but 
he did not succeed and tbe Hurst-Hunter Miller 
draft. containing no reference to private 

manufacture, ivas taken as the basis of the 
work of the League of Nations Commission. 
Neither the French nor the Italian drafts which 
were also before the Commission mentioned the sub- 
ject. Broadly then it may be said that, when the 
Peace Conference opened, the British view was op- 
posed to any mention of private manufacture in the 
Covenant. President Wilson had included it, but 
there is some evidence that his delegation were not 
all at one with him — ■! mention that in my Annex — 
and as I have said, in the amalgamated Anglo- 
American draft, on which the League of Nations 
Commission worked, the British view had prevailed. 
Elsewhere there was no sign of interest in the sub- 
ject. On 6th February at the meeting of the League 
of Nations Commission of the Peace Conference, the 
fourth meeting, President Wilson sprung on the Com- 
mission his original clause and secured its acceptance 
practically without discussion. Next day an interest- 
ing thing happened. The Naval Section at Paris 
presented to Lord Cecil a memorandum prepared by 
the British defence services. It contained very 
powerful arguments against provision being made in 
the Covenant for prohibition. You will find all the 
relevant passages in my Annex II. I ask you just 
to note in passing that the naval signatory of that 
was Admiral Wemyss, because I am coming back to 
that later. This memorandum was by the staffs 
of the three services and was really the first and 
only dispassionate examination of the subject that 
'was made in connection with the Peace Conference, 
but although it has since been published in Mr. 
Hunter Miller’s book it was never circulated at the 
time. You will find that it is very moderate in 
tone. I had forgotten it. I was interested to find 
when I came upon it that it supported many of 
the arguments that I submitted to you last time, 
Sir. It proved decisive. On 12th February- — that is, 
four days after it was presented to Lord Cecil — a 
compromise draft very similar to the existing 
Article 8, paragraph (5), was handed by the Naval 
Section to Ix>rd Cecil, who secured its acceptance — 
some amendments were made but they were not sub- 
stantial — at the Peace Conference. Then later on 
this memorandum was given to President Wilson by 
Lord Cecil. That is according to Hunter Miller’s 
•account, and that is how he came to get it and haw 
it was published. My conclusion is that there was 
no investigation of any sort, kind or description ; 
that the move against private manufacture was con- 
ducted mainly by President Wilson— as I have shown, 
it is included in all his drafts— and he actually moved 
it into the Covenant at one of the meetings. The 
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attribution of “ grave objections ” and “ evil effects ” 
of private industry, vdiicli had just saved the Allied 
and Associated Powers from disaster, was adopted 
as a “ compromise ” between the British desire to 
postpone the whole subject and President Wilson’s 
desire to bring prohibition into the Covenant ; and 
private manufacture has remained under this stigma 
ever since. I cannot refrain from asking what this 
industry, if it was so all-powerful and so sinister 
as its critics have depicted it, was doing? Where 
was the Comite des Forges? Where was the alleged 
“ unholy triangle of politics, arms and finance ” 
to allow this stigma to be attached to them? Surely 
if proof was required as to the exaggerations of the 
evidence in this respect, it confronts us in what 
happened at Paris. As I said, I am not here in 
the least in the interests of private manufacture, 
but in the interests of Imperial Defence, but I do 
venture to say that it has been very hard on these 
people, contractors, managers, technical experts, 
workers, in this industry, who had come through the 
War and, as I showed last time, had rendered most 
splendid service to their country, and had saved the 
Allies from disaster, to be pilloried in this cruel 
way. I have had a number of letters from people 
thanking me, as a person in a detached position, for 
coming forward and doing something to remove these 
stigmas. T am rather touched by these letters. 
There is one from the widow of a great manufacturer 
of armaments. Evidently they have been horribly 
hurt by these accusations. 

I pass from that, but before going on to the Tem- 
porary Mixed Commission I want to make a little 
digression, if I may, about Admiral Wemyss. I 
mentioned just now that his signature was attached 
to the memorandum by the British services, which 
was of such decisive importance and which really got 
rid of the clause about prohibition in the Covenant. 
The question is how Admiral Wemyss’s signature of 
that document in February is to be reconciled .with 
an allegation that has been made by some of the 
witnesses that the Admiral favoured prohibition of 
private manufacture. There is one extraordinary 
error in the evidence which is cleared up by a letter 
from Sir Oswyn Murray, the Secretary to the Admir- 
alty, which you will find in Annex III to my memo- 
randum. The memorandum of December, 1918, 
which is said to have been circulated by Admiral 
Wemyss and which has been wrongly attributed, I 
think, by some witnesses to the Admiral, was not 
written by Admiral Wemyss at all, it was written 
by a Mr. Harbutt-Dawson, whose initials it carried. 
It was never circulated over Wemyss’s initials or 
adopted by him in any .way. It was circulated to 
the Board of Admiralty as one of a number of 
memoranda containing points of view of subjects 
that were cropping up at that extraordinary period 
in which we were living at the end of the War. 

It is admitted in Sir Oswyn Murray’s letter that 
Admiral Wemyss originally approached the subject 
with a feeling against private manufacture — that is 
admitted — but thereafter he took part in the delibera- 
tions on the subject both of the Board of Admiralty 
and of the Peace-Terms Committee that the Board 
of Admiralty had set up, when this matter was being 
considered. He actually presided at the Board Meet- 
ing on 9th January, 1919, when the conclusion was 
reached about that Services’ memorandum. Now, if 
Admiral Wemyss had felt strongly about this subject 
he could have made representations to the War 
Cabinet. He did not do anything of the kind. On 
the contrary, he actually signed and was largely 
responsible for the Services’ memorandum, the initia- 
tive for which came from the Admiralty and which 
blew the prohibition clause out of the water. That 
memorandum is the last and latest of&cial expression 
of Admiral Wemyss’s views on the subject. So what- 
ever Admiral Wemyss’s original predilections — and. 
mark you, the Services’ memorandum is very mode- 
rate — the memorandum of February, 1919, the argu- 
ments in which apply just as much to-day as they 


did then, must be taken as his considered view. I 
trust that the Royal Commission will not be in- 
fluenced at all by the allegation that Admiral 
Wemyss s considered view was in favour of pro- 
hibition. 

I have one more historical matter to deal with, 
and that is the question of the allegations made in 
regard to the Temporary Mixed Commission. Pri- 
vate industry had just escaped a capital sentence at 
the Peace Conference. Nevertheless, as I have 
pointed out, it sustained rather a severe blow in 
the attribution of “ grave objections ” and “ evil 
effects ”. :Without being heard and without the 
semblance of a trial, or even a charge sheet, it had 
been convicted of these unformulated “ grave objec- 
tions In 1921 a Temimrary Mixed Commission 
was set up by the League to investigate disarmament, 
including private manufacture and trade. There 
have been widespread allegations that the Temporary 
Mixed Commission took evidence on the subject and 
as a result formulated “ conclusions ” convicting 
private manufacture under six specific heads. The 
charge has been repeated before the Royal Commis- 
sion and therefore I feel that I must deal with it. 
It is quite untrue. No evidence was taken, and 
there were not any charges. This misrepi'esentation 
-which is a mild word for it — has been broadcast 
widely all over the world. It was included in a 
widely-read book b}’ a popular author which ran 
through many editions, and I encountered it all over 
the Empire when I made my tour of the Dominions. 

I constantly kept running across these allegations 
quoted from this book. Now I am going to hand 
you a copy of the book, which was printed for use 
in schools in one of the Dominions — if you do not 
mind I would rather not mention which Dominion. 
You can see yourself from the book, of which I 
am to hand you a copy, if you look at the title page 
of the book where I have put a mark. On pages 20 
and 21 of that book it says “ There lies on my desk 
a little Report issued by the League of Nations, quite 
a modest document ” and so on. “ The League of 
Nations Reports are usually boring in the extreme, 
but this one is of so sensational a nature that, if 
it had received proper publicity, it would have shaken 
Europe.’’ Here are the hideous accusations which 
it makes: “ (1) That armament firms have fomented 
war scares. (2) Have attempted to bribe government 
officials. (3) Have spread false reports concerning 
military and naval programmes of foreign countries 
in order to stimulate armament expenditure. 
(4) Have sought to influence public opinion through 
control of the press ” — and if you will turn to another 
marked page, 47, you will find it repeated. “ Then 
let us once more remind you of the League of Nations 
accusations ” and it repeats them. In spite of Sir 
John Simon’s exposure of that matter in the House 
of Commons, the story, as I said, has actually been 
repeated before yoir. So I went into this matter in 
great detail last Whitsuntide. I obtained every 
document that I could on the subject, and Annex IV 
to my memorandum contains the actual facts, fully 
documented by extracts from official reports and 
minutes of the Temporary Mixed Commission. I 
shall not trouble you with much of this. If you do 
not mind my reading two extracts from Annex IV, 
the first, is an extract from the actual published 
report of the Temporary Mixed Commission. (Para- 
graph 20 of the Annex.) This is the extract from the 
report : — 

“ The Sub-Committee is unable to-day to reach 
a final conclusion upon the difficult and complicated 
topic submitted to its consideration. It cannot at 
the present stage of its deliberations, either recom- 
mend the abolition of private manufacture or 
advise tipon the particular steps to be taken to 
control it should it be decided that on the balance 
of advantage private manufacture must be allowed 
to continue. The Sub-Committee must then con- 
tent itself for the present with indicating some 
of the difficulties which confront the total abo- 
lition of private manufacture and some of the 
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problems which have to be faced before a complete 
code of regulations can be recommended should 
regulation ultimately be preferred to prohibition.” 
Now that shows that they had not reached any con- 
clusions or made any accusations. Then I want to 
read an extract from paragraph 22 of the Annex. 
I must tell you that among the members of the 
Temporary Mixed Commission were representatives 
of a permanent League of Nations body called the 
Permanent Advisory Committee on naval, military 
and air questions. Those representatives came back 
to the Permanent Advisorj' Committee and they made 
the following report, or a report which includes the 
following. This is the extract: — 

“ The Plenary Commission adopted a general 
Report put forward by the Sub-Commission. The 
Report eium-erates in the first instance without 
accepting them as the views of the Sub-Commission, 
the objections brought forward against Private 
Manufacture; then, still adopting a neutral 
attitude, points out — 

(o) the possible consequences which would arise 
from total ijrohibition of private manufacture, 
and 

(b) the measures which might be taken in order 
to exercise control over such manufacture.” 
Before I had arrived at the stage of getting all this 
material together, I wrote a letter to Mr. H. A. L. 
Fisher, the Warden of New College, who was the 
Chairman of the Sub-Committee of the Temporary 
I\£ixed Commission and who writes “ I was to the 
best of my recollection largely responsible for the 
report.” In a letter dated 23rd July, 1936, which 
he wrote to me he says : ‘ ‘ It is correct to say that 
the statements in the report were propositions pro 
and con which had in fact been urged and did not 
represent any findings of the Committee as to their 
validity.” I wrote also to Sir Hubert Llewellyn 
Smith who had helped Mr. H. A. L. Fisher with his 
report, and this is what Sir Hubert Llewellyn Smith 
says : — 

“ 1 never was Chairman of the Temporary Mixed 
Commission, but I attended several meetings either 
of that body or of the First Sub-Committee — I find 
it difficult to remember which. Anyhow I gave 
Fisher some help in drawing up the statement of 
objections and advantages, but I am quite certain 
that this was intended to be a catalogue of 
objections (or the converse) which had in fact been 
urged, and in no way represented any ‘ findings ’ 
of the Committee as to their validity.” 

I might add that I actually got corroborative 
information from all the other British members of 
that Commission, but it is unnecessary to quote them. 
I claim, therefore, that I have shown beyond possi- 
bility of doubt (1) that no outside evidence was taken 
by the Temporary Mixed Commission — think one 
of your witnesses said the evidence ought to be 
published — (2) that the six points against private 
manufacture were neither “ charges ” nor “ con- 
clusions,” but merely a catalogue of objections which 
had in fact been urged against uncontrolled or 
untrammelled private maniifaotui*e of arms, and that 
no endorsement to these objections was given or 
implied. The six points against private industry 
were balanced by eight points against its prohibition 
and the two compilations constituted sets of proposi- 
tions pro and con which had been urged, but did not 
represent any findings of the Committee as to their 
validity. I earnestly trust that the Royal Com- 
mission in their report will dispose finally of this 
mischievous misrepresentation. 

In my memorandum I have some general remarks 
on the character of the evidence against private 
manufacture. Of course, the historical background 
of the case which I have been developing to you has 
been so clouded by this attribution of “ grave 
objections,” by the unproved and unforraulated 
charges of the Peace Conference and by the false 
allegations about the Temporary Mixed Commission, 
as to leave private manufacture in a very exposed 


state. I think that the critics of the industry have 
taken very full advantage of that situation. The 
long sustained propaganda has already been referred 
to. One of its principal aims seems to have been 
to create prejudice against this industry. It 
is only necessary to quote the titles of the 
books — Merchants of Death, War Traders, The 
Bloody Traffic, The Secret International. Some of 
the witnesses before the Royal Commission have been 
very moderate in this matter, but there has been a 
good deal of prejudice all the same. Private manu- 
facture and trade are described as “ comparable to 
the slave trade from a moral point of view ” — these 
are all quotations — “ a predisposing cause of war ” : 

“ a menace to the peace of the world ” : as in- 
volving “ the constant inflaming of public opinion.” 

I ask you to note the word “ constant ” because 
I am coming back to it presently. And so on ad 
nauseam. A much fuller list is in paragraph 18 of 
my memorandum. Then the great armaments firms 
are denounced as “ colleagues in the supply of kill- 
ing power to the world”: “engaged in the pro- 
duction of goods for the purpose of death ” : “ their 
interests lie in fear, insecurity and war”: “an 

unholy triangle of politics, arms and finance.” As I 
say, there are conspicuous exceptions. One im- 
portant witness admitted that he had changed his 
view in these matters. He said that, to blame the 
private manufacturers “ seems to me unjust, it seems 
to be wrong, and it seems to be fallacious.” I 
agree. The use of this language of hyperbole seems 
to be adopted solely to create a prejudice, but a 
prejudice that does create some difficulty, I think, 
for other witnesses. When it is remembered that 
the private manufacturers’ main work is the supply 
of our own deservedly popular forces on which we 
depend for existence in the last resort, secondly, 
that much of the output is purely defensive or pro- 
tective — coast defence armaments, anti-aircraft 
weapons, armour, and so forth, thirdly, that the 
industry undertakes much civilian work, this extrav- 
agant language really does seem uncalled for. I 
suggest also that it is prejudicial to the national 
interest to sling mud in this way at an industry 
which is an essential part of Imperial Defence. That 
is really the object of my remarks. It is most un- 
fair to directors, professional staffs and, above all, 
to the workers, on all of whom, again, almost as 
much as on the troops, we may depend for our 
safety. It is bad for the morale of the industry, 
it is bad for national prestige and it is bad for Im- 
perial Defence. Of course, I cannot conceive of any 
member of the Royal Commission being influenced 
by prejudice, but if — as I believe and hope to show 
— the charges are in the main untrue, I do respect- 
fully submit that, in the national interest, the 
Royal Commission should express its opinion on the 
extravagance of the propaganda against the in- 
dustry, a propaganda which really is open to “ grave 
objections.” 

Owing to lack of time, I shall not detain the Royal 
Commission with comments which I make on the 
lack of balance and perspective and the vagueness 
of much of the evidence. Some of the witnesses 
admit that they cannot get the evidence they want. 
I can imagine why they cannot get it. Con- 
sequently, there is a good deal of resort to exaggera- 
tion, there is a good deal of inaccuracy, a good deal 
of misrepresentation, and, above all, of insinuation. 
These will become abundantly clear before I finish. 

Now, may I turn to what has been described by 
some of the witnesses as the general case against 
private manufacture and trade? I summarise the 
general case in paragraph 33 of ray memorandum. 
It seems to divide itself under the following heads : 
Public opinion ; Private manufacture as a cause of 
war and unrest : The suggestion that private manu- 
facturers must resort to dubious means to increase 
their trade and profits : And that the system in- 
evitably involves steady pressure against peaceful 
policies and favours increased armaments. To 
these I think I ought to have added — Profit out of 
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war, which I think actually appears under the de- 
tailed case. I am going to take up these points in 
the general case before examining the case in de- 
tail. Public opinion is the first one. I was rather 
surprised at this argument, which seemed to come 
rather oddly from some of your witnesses who have 
really tried verj' hard to prejudice public opinion. 
It seemed a curious argument to come from them. 
Public opinion, of course, is a matter which govern- 
ments have to weigh very carefully; but it seems 
a curious argument in regard to a Royal Commis- 
sion, which is appointed to assemble the facts to 
enlighten Parliament and public opinion and to 
assist the government. It seems putting the cart 
before the horse. It is for the Royal Commission 
to instruct public opinion and not for public opinion 
to instruct the Royal Commission. I remember Mr. 
Asquith always used to say that the Committee of 
Imperial Defence was a palace of truth, and I 
imagine that here, before this Royal Commission, 

I am in a palace of truth to try and establish facts. 
It would be very difficult to know what public 
opinion is, in view of the iniinense unparalleled pro- 
paganda that has taken place. The case in favour 
of retaining the industry had hardly been put at all 
until the Parliamentary debate of 1934. If the arms 
industry were as all-powerful as it has been repre- 
sented to be by some witnesses, one would have 
expected some counter propaganda, but I have not 
seen much sign of it. What about the vast non- 
vocal public opinion? That includes the opinion of 
responsible officials actually engaged in the provi- 
sion of armaments. They are probably better in- 
rormed than anyone else on the many aspects of the 
question. You have heard a good many of them and 
I have been in conference with, I think, practically 
all the responsible officials, and I have no doubt 
that they are oppbsed to the prohibition of the 
industry. Beside that, the international outlook has 
entirely changed within the last year, and so has 
the national outlook. The need for reconditioning 
the forces was very fully accepted at the General 
itlection. I think it would be very hard to estimate 
public opinion at the present time. Therefore T 
am rather venturing, most respectfully, to urge that 
It IS not an argument that should count for verv 
much. 

^ow, I would like to take the next point: “ Pri- 
vate industry as a cause of war and unrest.” In 
the evidence I find that the industry is stated to be 
a cause of war,” “ a predisposing cause,” “ an 
obstacle to peace,” “imperilling the League of 
iSations, with interests that “ lie in fear, insecurity 
and ultimately in war.” Those are all quotations 
trom the evidence. I was reading through the Par- 
liamentary debate the other night and I notice that 
that pomt_ was not pressed very much in Parliament 
by the critics of private manufacture, but it has 
been urged here rather strongly and so I feel bound 
to look into It, more especially as it is a matter 
which I happen to have studied a good deal in my 
own time. I am not an historical expert, I am much 
too busy to be that, but I read a lot of history 
and I study^ it rather objectively from the point of 
view of origins of war, aggression and so on. It is 
not very difficult to get together the full facts. 

A summary of very much more elaborate notes which 
1 made some time ago you will find in my evidence. 

1 do not know of any war where the existence of 
private arms manufacture or the machinations of 
arms manufacturers was a primary or secondary or 
even appreciable contributory cause. Since the 
beginning of_ the year I have read Mr. H. A. L. 
hisher s massive History of Europe, in three volumes. 

In that you will find analyses of the causes of wars 
m Europe throughout the ages, as well as, of course 
a pat number of other things. There are a lot of 
entertaining bits of information about private manu- 
facture in the past but nowhere is there any mention 
of private arms manufacture as a cause or con- 
tributory cause of war. And you must remember 
that, when he wrote that book, Mr. Fisher had been 


Chairman of the Temporary Mixed Commission. 
Before I rend that book, I had done some work on 
the wars of a century before ‘the Great War— 1815 to 
1914. lou will find some material on that subject, 
very much summarised, iu my second memorandum. 
There were a great many origins and causes. There 
were many wars of liberation and there were what 
we might call wars of irredentism, The origins in- 
clude propaganda by popular societies, of which I 
mention a certain number, in several countries; 
desire for expansion; access to the sea; racial and 
religious animosity; economic needs; and the pre- 
texts, as distinct from the origins, varied very 
widely.^ Armaments in some wars were almost negli- 
gible factors in the origins. There were quite a 
number of cases where nations went to war though 
they had very small armaments. In some cases they 
were an appreciable factor, though 1 do not think 
ever large, compared with the political factors. But 
nowhere in the standard works that I have searched 
do I find private manufacture quoted as a contri- 
butory factor to those wars between 1815 and 1914 
J hat brings us to the Great War of 1914 to 1918. 
The ^ years of peace in Europe which had preceded 
the Great War and which has been described by a 
eppent historian as “ unexampled since the Age 
of the Antonines ” was admittedly an unquiet and 
apprehensive peace. There was an increase in arma- 
ments going on all the time. I think some of your 
witnesses have suggested that sometimes armaments 
deterred wars. Lord Grey attached great weight to 
armaments as among the causes 
of the Great War but I cannot find in Lord Grey’s 
book any mention of private manufacture as a cause. 

1 have put a lot of work into the search for the 
origins of the "Vyar. There are the Goocli-Temperley 
Papers, comprising 10 massive volumes — 11 now 
because another has just come out— on the origins of 
the War. I actually communicated with Mr. Tem- 
perley and asked if he could send me any extracts 
and 1 examined one volume myself, but it was too 
much to examine them all, so I asked Colonel Daniel 
the head of the Historical Section of the Committee 
ot Imperial Defence, to examine them in a detacheil 
spirit and he did so and his note is before you in 
Annex V to my memorandum. It was a very diffi- 
cult task because the admirable and complete in- 
dexes to those 11 volumes on the origins of the War 
do not even mention private manufacture and trade 
and Colonel Daniel’s memorandum, I think you will 
agree, does not , produce evidence of private manu- 
facture as a serious pre-disposing cause of the War. 
there are some relatively minor episodes, mostly 
affecting what I think is generally called the arms 
traffic, rather than the larger question of private 
manufacture and trade. Then I started on the 
foreign papers on the origins of the War. There 
again, you find many other causes and origins of the 
War^ ^d contributory causes mentioned. There is 
the influence of governments, there is the influence 
of the press under the pressure of governments, and 
of national societies ; but in four or five foreign col- 
lections of official papers on the origins of the War I 
did not find anything which really supported the 
contention that private manufacture was a cause 
or a contributory cause of war. Then I tried the 
standard works and biographies. I have not read 
them all, but I read some and I asked others 
to read some. I have not found very much, 
in tact _ I have not found anvthing there 
I am going to apologise to Mr. Spender, because 
: ! . suggested that there was no allusion 

to the subject in Fifty Years of Europe. There 
IS one very short allusion, to which I can give 
you _ the_ reference, but it is not really a .serious 
attribution to private manufacture as being the 
cause or origin of wars. Now, from this rather 
extensive study, T submit broadly that, reviewed 
m the vast complex of origins of the world war, 
and in the light of the innumerable predisposing 
causes, the existence of private manufacture and 
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trade in arms and munitions of war was a negli- 
gible factor ■ and I su gg est that if private manu- 
facture is alleged as one of the causes of war, it 
is an example of the want of balance and perspec- 
tive that is shown in much of this evidence. 

Now I want to turn, if I may, for a moment to 
paragraph 54 of my memorandum, because one 
might conceive that even if private manufacture 
had not been a cause or a predisposing cause of 
war in the past, it might become so in the future: — 

“ To-day, in addition to many of the origins 
and predisposing causes of past wars, we have 
many new factors that tend to disturb the peace- 
ful progress of mankind : vast internal upheavals 
in many countries; widespread financial con- 
fusion and economic depression; the springing 
up of systems of government of a kind almost 
unknown in modern times; successions of start- 
ling and sometimes tragic internal events occa- 
sioning great international misgiving, especially 
in adjacent countries; the weakening of treaty 
obligations; the use of wireless broadcasting for 
propaganda across territorial boundaries; the 
growth of militarism in many countries ; large- 
scale re-armament; and perhaps worst of all the 
menace from the air. These new factors, com- 
bined with all the old causes of disturbance- 
secular quarrels, minority difficulties, irredentism, 
insoluble territorial problems, and so forth — are 
the real obstacles against which the League of 
Nations and peace-loving countries have to con- 
tend. In the vast complex of disturbing factors 
private arms manufacture, even if the case 
against it was made good in detail, would be 
a negligible factor. As a serious cause of unrest 
it is a figment of the imagination of its oppo- 
nents. Its abolition would not touch the real 
causes of international unrest.” 

Sir, I am asking the Royal Commission to put 
this question in the broad perspective of past 
events and present events. It will then see what 
this case really amounts to. 

The next feature in what is called the general 
case is what I have described as the alleged incom- 
patibility of public interest and public duty. I 
can explain what I mean by that by quoting one 
of the witnesses. “ The manufacturer of arma- 
ments,” he says, “must desire the continuance of 
conditions in which there is a demand for his pro- 
ducts ; and he must be under temptations to stimu- 
late by whatever means are open to him that de- 
mand.” I quote in one of my paragraphs a whole 
number of witnesses who have said the same thing 
in different language. Some witnesses go further 
and suggest that private manufacture does 
habitually yield to these temptations in all kinds of 
undesirable ways. Here is what one witness said ; 
“They are not merely scrambling for a cake of 
predetermined size, but they are working to en- 
large the cake.” There is not a great deal of 
evidence on this subject — as on so many others 
although there is a good deal of suggestion, and 
T am now going to deal with that by reading 
paragraphs 59 to 62 of my memorandum : 

“ 59. This unworthy suggestion that individuals 
cannot separate their private interests from their 
public duty as citizens cuts deep into civilised 
society. Doctors, pharmaceutical chemists and 
nurses depend for their profit on ill-health or 
disease. It would be outrageous to suggest that 
for that reason they try and encourage epidemic 
disease or are lukewarm in the promotion of piib- 
lic health. Companies concerned in crematoria, 
cemeteries, or undertakers, would make greater 
profits when the death-rate is high. No one in 
his senses suggests that for that reason they try 
and increase the death-rate — one must go back 
to stories of the great plague for that. Barristers 
draw their fees from advocacy in the courts, but 
they do not for that reason advise their clients 
to undertake unnecessary litigation. 


60. The principle could be extended to many 
consumable commodities, which, though valuable 
in moderation, are highly deleterious, and fatal 
to life itself, if taken in excess. 

61. Why should evil motives be imputed only 
to those who manufacture arms? Why should 
their industry alone be nationalised ? 

62. The truth is that, if this class of mis- 
demeanour were found to exist in this country 
to an appreciable extent, to prohibit private 
manufacture and trading _ in arms would only 
touch the fringe of the evil.” 

Later on as we come down to detail I shall show 
that in this country private manufacturers cannot, 
and do not in fact, exercise influence on government 
policy, and that this probably applies to the nations 
which maintain the greater part of the world’s 
armaments. Now this accusation of evil influences 
is not confined to armament manufacturers. In 
order to justify their attack on the present system 
the critics have not hesitated to cast unfounded 
aspersions on Cabinet Ministers, Members of Parlia- 
ment and other persons. Needless to say, in no 
case are they accompanied by a shadow of proof. 

It is just an example of the insinuation which I 
referred to. I would like to read two paragraphs 
on that : — 

65. Moreover, the prohibition of private manu- 
facture would not check the evil if it existed in 
the government service. For example, if the manu- 
facture of arms were a government monopoly, the 
malefactor might promote an increase (say) in 
naval armaments in order to better the position 
of firms manufacturing materials or accessories 
for ship construction that would not be manufac- 
tured by the state factories but by outside firms. 
Or he might sell information to the press or to 
interested persons outside the government. 

66. The system under which this country lives 
assumes a certain standard of probity throughout 
all classes of the population. Cases come to 
light, of course, where this standard is departed 
from: cu/itsuis hoininis est errare. Nevertheless, 
broadly speaking, the standard of honesty is a 
fairly high one. The evidence against the private 
manufacture of and trading in arms seems to 
suggest that in this branch of industry a lower 
standard prevails. I submit that this has not 
been proved and that this particular argument 
should be rejected. 

I see that the holding of shares of armament 
firms or firms manufacturing armaments by the 
general public is also attacked. They say that this 
is subversive to peace. One witness says this : “ It 
is not a healthy state of things in a community when 
a large and on the whole influential body of. men 
scattered all over the kingdom should, have a direct 
pecuniarv interest in war and agitations which 
lead to war.” I do not think, Sir, that that 
would stand investigation. I never held a share 
in an armament firm in my life, but surely 
when a imui invests in the shares of an arma- 
ment company the last thing he wants is war. 
He knows that if war comes all his other 
investments will tumble down. It is very doubtful 
if his armament shares will rise. I asiked 
for some figures, and I am told that between 
2nd June and 30th July, 1914—1 think the Stock 
Exchange closed after then— Vickers’ shares fell one- 
sixteenth and Armstrong’s rose one-thirty-second, and 
I am told that Schneider’s, which were also quoted, 
had about the same degree of variation. 

4864. Dame Bachel Crowdy. Would you give those 
dates again? 

Sir Maurice Sanhey : I took 2nd June to 
30th July. I did not ask for particular dates. Those 
were what were given me, for 2nd June to 30th July, 
and I understand that after that the Stock Exchange 
closed and the quotations ceased. 
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4865. Dame Rachel Crowdy. That is six weeks before 
the War? 

Sir Maurice Hankey: 30th July— that was the 
time when we were running int-o the War. We were 
very near then. 

4866. Dame Rachel Croicdy. 1914? 

Sir Maurice Hankey : Yes. 

4867. Dame Rachel Crowdy. Therefore it is the six 
weeks before the War P 

Sir Maurice Hankey. The six weeks before the 
War, after the murder of the Archduke, when we 
were running into war. I am a child in these 
matters, but I thought it would be interesting to 
have the figures, so I asked for them. I have only 
just got them, as a matter of fact. Now I am 
going on. I said it was rather doubtful if his 
armament shares would rise. His general income, 
unless he is one of those people who make profits 
out of war in other ways besides armaments will 
probably diminish— will certainly diminish. The 
government will limit his profits from armaments and 
they will tax his general income very heavily After 
the war there will be a reaction and his armament 
shares will become a drug in the market. If of 
military age he will be conscripted. Anyho.w, he 
IS going to have a nasty, anxious time. He and his 
wife and family will be liable to be bombed and 
gassed. I suggest that the last thing that the 

investor wants is war. What he does want is to 
make money, I suppose, either by speculation or 
by holding a good investment. If he invests today 
It IS because he has seen the shares of armament 
firms fall very low owing to a national policy which 
has dehberately_ brought the country’s armaments 
to the edge of risk, and the investor wants to share 
m the rise to the normal, or the speculator 1 
suppose, wants to share in the rise to normal or 
above. The investor wants to get the increased 
dividends which result from a new policy which he 

thinks that the strengthening of his country’s de- 
fences IS going to increase its influence for peace. 
Peace is the desire of every sane pereon, and I 
suppose the average investor is a sane person. Surely 
common sense of that matter 
Well, then we come to the last item, which is 
proat out of war-the last item in the general case. 
It IS a catchword, this “profit out of war”. It 
IS a kind of ietj motif running all through the general 
case against private manufacture. It seems to me 
to be just a term of prejudice. Surely more accurate 
terms would be proSt out of defence ”, “ profit 

’’’ “P™** P™‘“- 

taon . That has a less sinister ring and is much 
more in accordance with the facts in a country like 
this, with its strong instinct for peace and collective 
security, and so forth. And then, as I have pointed 
out, there is not likely to be very much profit out 
of war in the future, and I think a good many 
people realise that. Even other people’s wars are 
not very profitable taking it all round; they cause 
grave international anxiety and hamper trade and 
depress markets, and so on. Then on this question 
of profit out of war ”, I would like to point out 
that the profits are by no means confined to arma- 
ments; they are made out of raw materials, steel, 
non-ferrous metals, merchant shipbuilding, merchant 
shipping, coal, oil fuel, food supplies, some textiles 
boots, motor transport, medical and surgical supplies 
boilers and engines, electrical goods, railway material! 
and a host of other articles. The abolition of pri- 
vate manufacture would only just touch the frinire of 
the problem of war profits, and I suggest that “pro- 
fiteering^ has to be dealt with not by abolition of 
private industry but on very much broader lines. 

To sum up on the general case I would now re- 
capitulate the various sub-divisions into which it is 
divided. The argument of public opinion has been 
shown to be rather inapplicable to a body appointed 
largely for the purpose of instructing public opinion. 
The argument that private industry is a predisposing 
cause of war has been rebutted by an examination of 


causes and origins and pretexts of war over more 
than a century. It has been shown that in the past 
private manufacture has never been a serious factor 
and that this is even more true to-day when a mass 
of possible predisposing causes are examined. The 
assertion that manufacturers of arms must and do 
yield to ^ temptation to increase their business by 
malpractices is shown to be a generalisation which 
can be used against an immense range of careers 
and professions, and to be inconsistent with the 
general standard of honesty on which the country is 
run. If it were true that armament manufacturers 
were exposed to temptations and must yield to 
them, it is equally true of many other professions. 
Profit out of war has been shown to be a term of 
2 )rejudice which can be applied to scores of industries, 
and must be dealt with not by abolishing one indus- 
try but by comprehensive measures. I feel that in 
the light of those observations not very much remains 
of what is called the general case, and I think still 
less will remain after the case has been examined 
in detail, to which I now turn. 

In dealing with this case in detail I have mar- 
shalled the evidence as far as 1 could under six 
heads into which the allegations against the industry 
were grouped by the Temporary Mixed Commission, 
and the first of those groups is “ Fomenting War 
Scares and Dissemination of False Reports ”. I 
am taking two points of the Temporary Mixed Com- 
mission’s grouping: — 

Point 1. — “ The armament firms have been active 
in fomenting war scares and in persuading their 
own countries to adopt warlike policies and to in- 
crease their armaments.” 

Point 3. — ” That armament firms have dis- 
seminated false reports concerning the military and 
naval programmes of various countries in order to 
stimulate armament expenditure.” 

Those charges have been repeated again and again 
throughout the evidence, and at last we come to the 
case of the overworked Mr. Mulliner, who is called 
upon to illustrate both the accusations that I have 
read. He has not only got to be an illustration 
for two examples, but his is the only pre-War 
example of those alleged activities of the firms. So 
short are the critics of illustrations under these 
two heads that no less than six of them have men- 
tioned Mulliner, and two have mentioned him on the 
other side. I am the third. He appears on the 
stage to-day for the ninth time ; so I felt bound 
to go into this case in some detail. I have worked 
in very close oollaboration with the Admiralty, and 
the facts, which have not been stated in full by any 
witness up to the present time, will be found in a 
memorandum prepared by the Admiralty in Annex VI 
to my memorandum, and if you do not mind. Sir, 

I will now read some passages from my own memo- 
randum beginning at paragraph 78 : 

” It will be seen that Mr. Mulliner was con- 
cerned in two distinct episodes or, if it is pre- 
ferred to put it differently, that there were two 
distinct phases of the Mulliner episode. 

79 , The first episode, from 1906 to 1909 ” — 
few of the witnesses mentioned that he began in 
1906— 

” concerned a period when Mr. Mulliner was en- 
gaged in giving information to the Admiralty and 
to the government, mainly as to the increase that 
was being carried out in Germany’s capacity to 
manufacture heavy guns and mountings which 
would render possible an acceleration of her naval 
programme. 

80 . The second episode concerns the political con- 
troversy which broke out later in 1909 and cul- 
minated in the general election of 1910, in which 
the case of Mr. Mulliner played a part. In this 
controversy mention was made in public of the 
fact that during 1909 Mr. Mulliner bad been 
compeUed to resign his post as managing-director 
of the Coventry Ordnance Works, and complained 
that he had been victimised.” 
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Now I make some remarks on the first episode — 
paragraph 81 : 

“ Presumably no one would be inclined to blame 
Mr. Mulliner for bringing his information to the 
government in 1906. Any patriotic citizen, who in 
the course of his business or otherwise, acquires in- 
formation on any subject which he believes to be 
correct and to bear on the interests of his country, 
has surely the duty of passing it on to the govern- 
ment, so that it may go into the general pool of 
intelligence on which the government have to base 
their decisions. I have no little doubt that there 
are members of this Royal Commission who have 
from time to time given the government informa- 
tion on subjects within their own range— though 
not on armaments; It is a very common practice, 
and it would be a great loss to the government if 
this close intercourse between the government and 
private business of all kinds came to an end. ’ 

I want to stress that point, because it w'ould be 
a terrible thing if, because Mr. Mulliner had been 
accused of fomenting war scares, people who did in 
the course of their Business obtain information that 
was useful to the government were to be deterred 
from giving it to them. 

“ As will be seen from Annex VI the informa- 
tion that Mr. Mulliner gave in 1906 was ^con- 
firmed from other sources and proved correct.’ 

1 am aware, Sir, that you have had other evidence 
that did not support that, but I am prepared 
to support it— I could support it now; I have the 
material under my hand — hut I think if you '^ould 
put that off till the afternoon you will be able to 
get it, so to speak, from the horse’s mouth. If you 
prefer that course I will go on reading: 

“ The fact that he was the representative of 
an armaments firm did not, I submit, exempt him 
from the patriotic duty of notifying his informa- 
tion to the government. Mr. Mulliner himself 
did not conceal that ho wanted orders for his firm, 
■but he maintained that he only wanted to tender 
for these in fair competition, and he repudiated 
suggestions that he was only making these state- 
ments to induce the Admiralty to place orders. 
Whether Mr. Mulliner overplayed his hand in 
pestering the government too much does not 
appear to bear in any way upon the questions 
before the Royal Commission. 

Moreover, it will he seen from the account in 
Annex VI that Mr. Mulliner’s information related 
not to the number of ships that Germany had laid 
down, but to fier capacity for manufacturing gun 
mountings, one of the ‘ bottle-necks ’ in the con- 
struction of warships, and that the information 
was confirmed from other sources. Further, that 
the increase of four Dreadnoughts to the govern- 
ment’s programme of 1909 was based on infor- 
mation besides that of Mr. Mulliner.” 

That also was true. 

In the Admiralty’s memorandum ,it is pointed 
out that ‘ Had the four ships not 'been built, we 
should have fallen seriously below the superiority 
which it was the policy of the government to 
maintain.’ 

In any broad review of the reasons which led 
to that increase the Mulliner episode played a 
very small part. It is not, so far as my 
researches go, even mentioned either _ in Mr. 
Churchill’s account {The World Crisis, 1911- 
1914), nor in Mr. Lloyd George’s Memoirs, nor m 
the Life of Lord Oxford and Asqaith (J. A. 
Spender and Cyril Asquith), the pertinent extract 
from which is attached in Annex VII. 

Now there are some remarks on the second 
episode. 

” The second episode, which relates to Mr. 
Mulliner’s public activities, was concerned very 
largely with his alleged victimisation. The 


Admiralty’s account says that Mr. Mulliner 
Uipparently had felt aggrieved by the neglect to 
act upon his information, and particularly 
aggrieved that his firm obtained no orders for 
gun mountings. There seems no doubt that he 
had communicated 'his information to the 
Opposition ” — 

I give my grounds for these statements in the 
footnotes — 

“ and it may be due to this fact that his appoint- 
ment at the Coventry Ordnance Works was 
terminated. It appears clear also that no 
substantial orders were given to the firm so long 
as Mr. Mulliner remained managing-director. 

So far as I have been able to ascertain, apart 
possibly from his communications to the 
Opposition, he did not play a personal part in 
publio controversy until 2nd August, 1909, on 
which date a letter from Mr. Mulliner appeared 
in The Times. From that letter it transpired 
that he had already left the Coventry Ordnance 
Works, for he speaks of ‘ my then capacity as 
managing-director of the Coventry Ordnance 
(Works,’ thereby indicating; that he no longer 
occupied that position. From that time on his 
position, therefore, was that of an ordinary 
citizen taking part in an election controversy. 
Whether he had terminated his connection with 
the Coventry Ordnance Works when he gave 
information to the Opposition (or press) I have 
been nnalble to verify. 

Mr. Mulliner was warmly defended Iby his 
friends at the time. Lord Cawdor, the then late 
First Lord of the Admiralty, went so far as to 
say ‘ he thought Mr. Mulliner deserved the Order 
of Merit! ’ ” 

Of course, that was an election speech, I think. 

“ Mr. Duke, now Lord Merivale, defended him 
in Parliament on 16th March, 1910. Without 
going into merits, it is pertinent to ask whether, 
in the light of after events, Mr. Mulliner or his 
detractors had more right on their aide as to the 
need for building more ships. 

To sum up, I submit: — 

(i) That in giving information to the Govern- 
ment from 1906 to 1909 Mr. Mulliner was doing 
no more than his duty as a British citizen ; 
that he would have been failing in his duty had 
he not done so: 

(ii) That the information he gave in 1906 as 
to Germany’s increasing capacity for; manu- 
facture of guns and mountings proved to he 
true, and consequently he was not disseminating 
false reports or fomenting a war scare:” 

I have looked up the word ” scare ” in the 
dictionary and I find that it is an “ imaginary 
alarm.” Well, it was not an imaginary alarm. 
Another dictionary says, “ a purely imaginary or 
causeless alarm,” and it was not a purely 
imaginary or causeless alarm. 

“(iii)That there is no evidence that Mr. 
Mulliner ever said that Germany would have 
17 {instead of 13) Dreadnoughts by 1912. All 
he said was that, so far as guns and mountings 
were concerned — one of the ‘ bottlenecks ’ of capi- 
tal ship construction — Germany had the capacity 
to accelerate. The Admiralty decided in 1909 
to build the four extra Dreadnoughts on the 
basis of information other than Mr. Mulliner’s. 
Whether the Germans had accelerated by 1912 
or not is immaterial to the story, as Mr. 
Mulliner never claimed to know that they 
would. He only claimed that in certain im- 
portant respects they could. As a matter 
of fact, however, the extra Dreadnoughts 
proved necessary, for, as events turned out, 
our strength in Dreadnought battleships and 
armoured cruisers was short of our declared 
policy of superiority over the German navy : 
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(iv) That in pestering the Government to 
the extent he dkl, and perhaps in revealing 
to the Opposition the information he had 
given to the Government, 'Mr. Mulliner was 
nndermiuing his own influence — to the point 
that, according to his own account, he lost 
hia job. Tliis tells against the theory that 
his only object was to get orders for his firm : 

(v) That the part he played in the newspaper 
controversy in the autumn of 1909 and in the 
campaign prior to the general election of 
January, 1910, does not bear on the story, 
as by that time Mr. Mulliner had ceased to 
be managing-director of the Coventry Ordnance 
Works and was no longer in a position to 

. obtain orders : it is clear also that he .was by 
that time a man with a personal grievance : 

(vi) That, as shown by the parliamentary 
debates and the press of 1909, the question of 
the four additional Dreadnoughts had become 
a political one of the first magnitude. ‘ We 
want eight and iwe won’t wait ’ was thef political 
slogan. One great political party was gravely 
concerned, as were many other people, includ- 
ing some members of the Cabinet. Mr. Mulliner 
was a negligible factor, and the armament 
firms as a whole seem to have taken no active 
part in the controversy: 

(viiy That, in the vast complex of origins 
of the War and disquieting tendencies between 
1906 and 1914, this one episode that has been 
produced as evidence of activity by British 
armament firms in fomenting war scares is 
negligible.” 

WeU, there is just one point, 1 think, I must add. 
One of your recent witnesses said that the nrma- ' 
ment firms generally had given information to the 
government about German developments. I have 
said in my paper which I just read that they have 
not. 

4868. Sir Philip (iihhs: Admiral Bacon stated that. 
Sir Maurice Bankey: That other firms had? 

4869. Sir Philip Gibbs : Yes. 

Sir Maurice Hankey: I thought that Mr. 
Lloyd George said it too. 

4870. Sir Philip Gibbs : Yes. 

Sir Maurice Hankey: I did not know that 
Admiral Bacon had. 

4871. Sir Philip Gibbs: Admiral Bacon did, you 
will find in the evidence. 

•Sir Maurice Hankey: I have been making 
all the inquiries I could, and the Admiralty told 
me that so far as they are concerned it is not 
accurate, and that no other armament firms tend- 
ered evidence on that point. 

4872. Chairman: You mean giving information? 

. Sir Maurice Hankey: Well, stirring, foment- 
ing, urging the government. I think we are on a 
different point. 

4873. •S'ir Philip Gibbs: Oh, yes; Admiral Bacon did 
not say that they fomented anything but he said 
they had information, the main part of their in- 
formation, from the armament firms with regard 
to the re-arming of the German navy. 

Chairman: Sir Charles Craven said he had 
only recently given information to the Admiralty. 

I understood him to say so. 

Sir Maurice Hankey : About this episode of 

1909? 

4874. Chairman : Qh, no, no. 

Sir Maurice Hankey. T have said, of course, 
that mformation comes from all sorts of peoafie and 
I made a plea for that. I am afraid all this is a 
misunderstanding, and that I mav have expressed 
myself rather badly. I think that Mr. Lloyd George 
said that Mulliner’s was not the only armament firm 
who were stirring things up and making the govern- 
ment anxious about the situation. 

4875. Chairrruin: I do not know that he confined- 
It to armament firms. I think he said that there 


wore other people, but Mr. Mulliner was the worst. 
1 am not sure. I am only speaking from recollection. 

Sir Maurice Hankey: I have not got the 
evidence in print yet; it has not reached me or else 
1 would have given you the quotation; hub I saw 
it in the newspaper. At any rate, the Admiralty 
told me that so far as they were concerned thei’e 
were no other armament firms making any move. 

4876. Chairman: You are speaking of 1909? 

Sir Maurice Hankey: I am on 1909 all the 
time, and I have not been able to obtain any con- 
firmation that that was the case. I have no recol- 
lection of hearing of it. I was, of course, in the 
Committee of Imperial Defence at the time and I 
was kept pretty well in touch by Sir Charles Ottloy, 
who was my chief, very closely in touch. I have 
not the slightest recollection of’ ever hearing of any- 
one except Mulliner mentioned during those dis- 
cussions that were taking place — any representative 
of an armament firm besides Mulliner. Now apart 
from Mulliner there aro not any pre-War examples 
in the evidence under these two heads. There is 
one post-War example. One witness spoke of Mr. 
Fairey, an interview published in the Daily Mail on, 
I think it was, the oth January, 1934. Well, my 
suggestion is that Mr. Fairey was not fomenting 
war scares by disseminating war reports, because 
it was public knowledge at. that time that certain 
countries were increasing their armaments, and, as 
the witness who raised this matter hiipself admitted, 
the Daily Mail and the Daily Mirror had already 
been conducting a campaign, and as a matter of fact, 
months before Mr. Fairey’s letter the government, 
were anxiously considering the deterioration of the 
international situation, the growth of armaments 
abroad and its effect on our own armaments, as Mr. 
Baldwin mentioned in the speech I quoted in Annex 
TX to my memorandum. I suggest, therefore, that 
the interview was not a case of fomenting a war 
scare, because as I said just now a definition of a 
war scare involves an imaginary or causeless alarm, 
and that was not the case here. I also suggest that 
the influence of any remarks that Mr. Fairey might 
have made was quite negligible compared with the 
other influences which were actuating the govern- 
ment or the people of this country. T would like 
to conchide that bit of my evidence by reading para- 
graph 92 of my memorandum. 

y In this connection, the following note sup- 
plied by the Air Ministry has an important 
bearing.” 

This IS their note: ” As regards (3) ’’—that is the 
allegation that armament firms had. disseminated 
false reports concerning the military and naval pro- 
grammes of various countries in order to stimulate 
armaments expienditure — 

^ A.s regards (3) the Intelligence Division of the 
Air Staff state that no evidence has ever come to 
their notice of British armament firms supplying 
false reports to the Air Ministry in regard to the 
armament programmes of other countries. Arma- 
ment firms are. indeed, usually without very 
much information about the trend of Service air 
developments in foreign countries. It is in any 
case altogether improbable that this, or indeed 
any, country’s armaments programme would be 
stimulated by false reports furnished by armament 
firms as to what other countries were doing. A 
programme of expenditure is based on something 
sounder than uncorroborated information from 
private sources, and is not approved and put into 
execution in such haste that a scare, if it were 
a false one, could not have been unmasked before 
it was too late. Certainly no British air arma- 
ments programme has ever been adopted as the 
result of information, whether correct or false, 
furnished by armament firms. There is no 
evidence, whatever, so far as the Air Ministry is 
concerned, for this particular allegation.” 

Now let me recall that I called your attention 
to the ^indictment that armament firms have been 
active in fomenting war scares and to the allega- 
lon of the constant inflaming of public opinion. 
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The only evidence of these active and constant pro- 
cesses is Mulliner, and the trifling ease of Mr. 
Fairey, and in both cases the charge has failed. 
Had the charges succeeded I should have been able 
to show that any influences private manufacture, 
might be able to exert in these directions are neg- 
ligible compared with other agencies fomenting war 
scares and publishing false and teudencious informa- 
tion such as the press of some countries, foreign 
propaganda, books, pamphlets, educational cur- 
ricula in some countries, speeches, and, above all, 
the actual course of events. Moreover, all these 
adverse influences would still operate even if you 
abolished private manufacture and substituted 
government monopoly. You would gain absolutely 
nothing. 

To sum up this great block of evidence of foment- 
ing war scares and disseminating false information 
comprising one-third of the categories formulated in 
the list of the Temporary Mixed Commission, the 
case for abolition of private manufacture has com- 
pletely broken down. 

Now I come to interference in disarmament con- 
ferences, which comes rather close to the other, 
though it was not mentioned in the Temporary 
Mixed Commission’s list. There is one admitted 
example and that is Mr. Shearer, who certainly 
tried to interfere in a disarmament conference. The 
Admiralty gave me a short note of that in Annex 
VllI to my memorandum, and they showed that Mr. 
Shearer’s activities did not in fact affect the result. 
The conference was rather a forlorn hope from the 
first. I remember that myself. Now T myself am 
rather an old inhabitant of international con- 
ferences, and I have always been in a particularly 
central position, either as secretary-general or secre- 
tary to the British delegation, and you may like, 
therefore, to have my experiences. Well, the first 
big conference I was at was the Paris Peace Con- 
ference, and, as I have said, the industry did not, 
and to the best of my knowledge never tried or 
made the smallest effort to prevent the stigma of 
grave objections and evil effects. Then I was at a 
disarmament conference at Washington in 1921 and 
1922, probably the most successful there has ever 
been, in the amount of disarmament that it achieved. 
I have not the slightest recollection, and I have 
not been able to get any trace, of any interference 
by armament firms, though in that particular con- 
ference they were going to lose tremendous orders. 
I dare say you remember that the British govern- 
ment had decided on four new super-dreadnoughts. 
They would have been the largest ships ever built, 
and the conference cut the construction to two 
ships of 35,000 tons — two capital ships. That was 
a tremendous loss to the armament firms, but 
I cannot remember the slightest interference 
or representation being made in the conference. 
Now at the London Conference in 1930, which was 
another successful disarmament conference, so far as 
1 can recollect — in fact I am quite sure — there was 
no interference or attempted interference by arma- 
ment firms: and during the recent London Naval 
Conference it was just the same : I never heard a hint 
of any activities by the armament inanufactrrrer.s. 1 
have consulted a good number of delegates and 
officials and some very experienced people about 
Geneva, and thej’ tell me exactly the same thing, 
and I suggest that the Royal Commission does not 
accept stories of that kind unless they can be sup- 
ported by actual evidence. There is a tremendous 
lot of tittle-tattle and insinuation about these things. 
On the other hand, some of the organisations who 
are opposed to private manufacture are extremely 
active at these conferences. They bring deputations 
to Ministers, they bring in enormous petitions. I 
have had several of those under my charge — great 
huge rolls brought into the conference. They in- 
fluence the press. They have special observers who 
lobby ministers and officials. I do not know what 
would be said of the armament manufacturers if they 
did these things. It is apparently quite legitimate 
for those who aim at disarmament, even unilateral 


disarmament, to cany on these activities, but not 
legitimate to those w'ho consider that peace is best 
preserved by adequate armaments. Now w’e come to 
the most unpleasant part 

4877. Chairman: Before you part from Shearer, are 
you suggesting that Shearer was not active? 

Sir Maurice Ilankey: Oh, no. He was active 
— active but ineffective. 

4878. Mr. Spender: Shearer was not an armaments 
firm man, was he? — He was shipbuilding or steel 
industry. 

Dame Itachel Gi'owdy: Employed by the steel 
industry. 

Secretary: The Bethlehem Steel Corporation. 

Chairman : The evidence we have had is that 
he was very active. Whether he had any effect or 
not is another matter. 

Sir Maurice Rankey : Well, then, it is clear 
that the abolition of private armaments manufacture 
would not necessarily remove that particular 
objection, because the steel people nyght still send 
their Shearers. It seems rather to strengthen the 
case. Quite frankly, I thought he did represent 
armament groups. 

4879. Sir Philip Gibbs: I do not think so. 

Professor Gutteridge : It was the Bethlehem 

Steel Works. 

Sir Maunce Rankey : I thank you for the 
correction. 

4880. Secretary: I think that is an armament firm. 

Chairman : We have got it here somewhere. 

Professor Gutteridge : I think that the line of 

division is a little blurred between shipbuilding 
companies and steel works. 

4881. Secretary : Oh, yes, it was definitely armament. 

Chairman: It is in your Annex VIII. 

Sir Maurice Rankey : Then I stand corrected. 
Sir. Now the next is the very unpleasant business 
of bribery and corruption, and that is point 2 of the 
Temporary Mixed Commission’s group, “ That arma- 
ment firms have attempted to bribe Government 
officials, both at home and abroad.” I do not think 
there is any evidence offered against British firms of 
attempting to bribe officials at home. The observa- 
tions in my memorandum, therefore, are confined to 
a brief exposition by which policy is ai'rived at in this 
country before orders can be given by the Service 
Departments. It is shown there that it would be 
impossible to achieve any result from bribery, but I 
think it would be rather laborious for me to go over 
that now as time is getting along; and I think also 
you have had some evidence from the Services on 
this point. 

4882. Chairman: Yes. 

Sir Maurice Rankey: On bribery abroad, the 
evidence against British firms of bribery abroad is, 
I think, confined to a single case about a quarter of 
a century ago, where the bribe is said to have been 
given not to increase the armaments but to secure an 
advertised order from a rival British firm. I cannot 
throw any light on that case. 

4883. Chaimran: Yes; except the fact is that there 
were two trials. The admiral was tried, Mitsui, and 
then the persons who were concerned with distribut- 
ing the money .were tried, and you have extracted, 
if you will allow me to say so, the wrong judgment. 
You have extracted in your annex the judgment in 
the second case and not the judgment in the admiral s 
case; but we have got a copy of the whole pro- 
ceedings in the admiral’s case. 

Sir Maurice Rankey: I only put in this judg- 
ment. It does have some bearing on the argument I 
am trying to make. The argument I am trying to 
make broadly is, that bribery is a thing that ought 
to be dealt with in the country concerned ; and here 
it was so dealt with. 

4884. Chairman: Yes; the admiral was punished and 
these other people were punished ; and it also appeared 
in the proceedings that it was not a case of in- 
ducing a government to order a ship, but the bribe 
was given, if it was a bribe, in connection with tfhe 
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question as to whether the specification of Arm- 
strongs should be accepted or that of Vickers. 

Sit Maurice Hankey: Yes. I did not follow up 
the other case. I happened to light upon this and 
I thought it might be useful to you, so I sent it 
in. Then there are one or two examples of 
bribery by agents of foreign firms abroad mentioned 
in the evidence, but the facts would be very difficult 
to establish and I do not think you are taking 
evidence on such cases. The real issue on the ques- 
tion is whether you would cure the evil, so far as 
it exists, by prohibition of private manufacture. 
By unilateral prohibition you would secure nothing, 
firstly because bribery is probably not resorted to by 
British firms to-day, and secondly, because you would 
simply be handing over business to foreign 
countries and incidentally removing a source of war 
potential valuable for ourselves. By international 
prohibition of trade in arms you would simply 
transfer the risk of bribery to governments. You 
have no guarantee that governments would not bribe 
in countries where bribery is permitted. The manu- 
factiiring states would have strong indiTcements to 
get the business, as I explained at my last appear- 
ance, for instance, to keep strong state industries 
going, to increase their war potential, to avoid an 
increase in the war potential of rival states, to in- 
crease their political influence by securing dependence 
of non-manufacturing countries xipon them, and to 
lessen the political influence of rival mantifaeturing 
states. I think there would certainly be a scramble 
for the orders for non-producing states by manu- 
facturing countries for those and other causes, and 
if you assume, as the case against private industry 
does, that some foreign governments can be bribed, 
you must equally assume that some foreign govern- 
ments might bribe. There have undoubtedly been 
instances of bribery in the foreign press, for in- 
stance, by foreign governments, and it is notorious 
that that has not ceased to-day. So how can you 
assume that governments would never bribe other 
governments or the press of other countries to get 
armament orders? Then apart from cruder forms of 
bribery there are other forms of inducement open to 
governments which have often been mentioned in 
this country — easy terms of payment and loans, re- 
bates, commercial support, mutual assistance bar- 
gains, alliances, even. Suoh things are not unknown. 
In Annex XI to my memorandum I gave you a 
30-year old instance taken from the British docu- 
ments on the origins of the War. I would like just 
to finish that section by reading paragraph 129 of 
my memorandum. 

“ To sum up — it is suggested that questionable 
commercial methods of securing markets and in- 
creasing trade can probably be found to exist in 
some countries in connection with the sale of most 
commodities. Experience shows, moreover, that the 
methods pursued in any country reflect to a large 
extent the standards of commercial and public 
morality that exists there. If, for instance, the 
allegation referred to by the Temporary Mixed 
Commission in 1921 that the bribery of government 
officials is a practice of private armament firms is 
true in any country, it is probably because bribery 
is condoned by the standard of conduct there in 
force. The evil, even so far as armaments are con- 
cerned. will not be eliminated by abolishing private 
trade in arms. In the main the cleansing of this, 
as of any industry, depends upon the pressure of a 
healthy public opinion in the country concerned.” 
You see I am trying all the time to say that these 
are not arguments really for abolishing private manu- 
facture, that being the point to which my whole 
evidence is directed. Well, then there is the employ- 
ment of British ex-government servants in private 
manufacture. You had evidence of that yesterday, 

I think, did you not? 

4885. Chairman: Yes, but I was rather straick when 
I saw here that the objection is that a person in office 
might be induced, by the hope of , being employed 
by an armament firm, to give preference to that firm. 


I had rather understood up to that time that the 
objection was that the officer would be probably en- 
abled to get orders for his firm because of his friend- 
ship with somebody in office. It is a different fonn of 
objection; but I see the objection as formulated here 
is the first I named. 

Sir Maurice Hankey: Reading the evidence, 
that is what I understood. 

4886. Chairman : Perhaps it was my mistake. 

Sir Maurice Hankey. That is what I under- 
stood to be the objection. It may be my mistake. 
Well, as usual there is no specific evidence on this 
point. No actual charge has been preferred against 
any individual and there is not a scintilla of evidence 
that any harm has ever resulted. It is another 
example of the sort of vague insinuation which forms 
so large a part of this evidence. The main safeguard 
against this kind of thing is the high standard of 
the public services, in regard to which I attached 
as Annex XII to my memorandum an extract from 
the report of Sir Warren Fisher’s Committee of a 
few years ago ; but the safeguards in the public 
service would probably make this malpractice im- 
possible in any event. On the other hand, there are 
undoubted advantages in this practice, especially in 
time of war. They help co-operation by providing 
throughout firms a sprinkling of people who know 
the requirements of the defence services and, so to 
speak, talk their language. As Sir William Jowitt 
puts it, “ You cannot run an armarraent firm if 
its directors and management are — what shall I say? 
— a lot of lawyers ”. Among the experts that I met 
on board the Queen Mary — the experts of the differ- 
ent firms, and, of course, there were a vast number of 
firms engaged in that construction — I met several 
who had been in the services and who were .working 
there very closely with service experts in other work. 
As an illustration of hoi^v innocuous such appointments 
are, I draw your attention to the Bren machine-gun, 
which as I mentioned last time is the invention of a 
foreign firm. Now that gun was adopted against the 
competition of a rival weapon produced by a British 
firm whose chairman is a former Chief of the General 
Staff and one of the directors of which is a former 
Master^General of the Ordnance. Then British ox- 
officials are, of course, employed by a great many 
firms besides those manufacturing armaments but 
which do business as government contractors; and so 
long as a great many officers have to be retired in 
the prime of life on very small pensions it would be 
very unfair, very hard on men to debar them from 
earning their livings in a sphere to which they are 
best suited. It would be a great loss to the services 
and to industry. I do not think that really is a 
serious argument for the prohibition of private 
industry. 

Then we come to influencing the press, point 4 of 
the Temporary Mixed Commission, ” That armament 
firms have sought to influence public opinion through 
the control of newspapers in their own and foreign 
countries ”. I am not sure that that is not rather a 
i)oomerang on the opponents of the arras manufac- 
turer, because they can hardly deny that they try 
to influence public opinion through the press, and 
they could hardly complain if the manufacturer re- 
taliated; but I am not sure that there is any evidence 
that he does retaliate in the press. The only point 
in the evidence I have seen on this was Mr. Noel 
Baker’.s suggestion that the technical aviation press 
opposed disarmament and that those papers are 
dependent on aviation firms for advertisements ; but 
I am assured by officials whose business it is to study 
the technical press that they are independent people 
and that they frequently attack both the Air Ministry 
and the manufacturers. In any event, the influence 
of these technical journals (whatever it might be on 
technique I do not profess to know) on policy and 
on wider public opinion is very small indeed. Now 
this is rather interesting. I am going to read a 
piece of paragraph 133 of my memorandum, because 
this is evidence in Ru]iport of this idea. 
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“ Among the examples of the supposed misde- 
meanours of the technical aircraft press is cited 
an advertisement which appeared in The Aero- 
plane of 18th July, 1934, of a British aircraft of 
Service type — it was actually a British Bulldog — 
which was shown with swastika marking and which 
Mr. Noel Baker assumes was exported to Germany 
while we were still contesting that country’s right 
to have an air force (10th Day, p. 2^). The 
machine in question was actually supplied to Fin- 
land, which also flies the swastika, but with the 
arms reversed, so that the whole point of the 
reference to this case falls to the ground.” 

Here is another case. Mr. Noel Baker refers* to 
the fact that a foreign power was allowed to manu- 
facture under licence one of the latest and fastest 
British fighters, the ” Gauntlet,” and says it is a 
strange paradox which requires explanation that 
we should thus let a .potential enemy have the 
benefit of our inventions. It sounded rather serious. 
When I went into it the explanation was very 
simple. The country concerned was Denmark, which 
is hardly a potential enemy, and the machine in 
question, though it was a modern type which had 
not been long in production, had an inferior per- 
formance to the latest improved type, the 

“ Gladiator,” and had been allowed to go to Den- 
mark. Well, I rather think the evidence you re- 
ceived from the firms manufacturing armamants was 
to the effect that the amounts spent on the press 
here were very small. There are suggestions in the 
evidence of the press activities of foreign manufac- 
turers. Of course, that would be very hard to prove 
or disprove. Once again I make an appeal to the 
Royal Commission for perspective. Supposing the 
armament interests abroad do control a certain num- 
ber of newspapers, what is their influence compared 
with other influences on the newspapers? Take 
authoritarian governments. Several of them exercise 
complete control over the whole of their own press. 
They can operate it like a barrage of fire to work 
up public opinion in any direction they want. They 
also exercise a very tight control over the importa- 
tion and sale of foreign newspapers. Now how can 
the control by a private firm or even a group of 
firms compare with the influence exercised there? 


* Minutes of Evidence, 10th Day, p. 238 

{Adjourned for 

On resuming : — 

Sir Maurice Hankey: I was just starting to 
deal with soliciting or touting; I was remarking 
that it was rather a characteristic term used by 
the opponents of this industry to describe efforts to 
secure orders. These terms, with their sinister 
echo of the street and the police court, seem to be 
wrong language to use of a British firm which, 
having something to sell — probably purely defen- 
sive equipment — tries to get orders. I suggest 
an ” attempt to secure orders ” is the better term. 
Touting, I think, cannot be at all a serious factor 
in the world’s armaments, because the larger orders, 
.which, of course, are given by the greater powers, 
are put up to tender both by our home govern- 
ment and by other governments with large arma- 
ments. The whole subject was dealt with very 
effectively in Major Hills’ evidence, which I quote 
in full in my memorandum. It is shown there that 
touting is not even a serious contributory cause 
of armaments, and secondly, that nations arm 
not because they are solicited but because they 
require defence. You w’ould not get rid of touting 
by prohibiting private manufacture. Governments, 
.which w'ould replace the private firms if they were 
abolished, w'ould manufacture for other govern- 
ments, in accordance with Article 8, paragraph (5), 
of the Covenant, and they would certainly try and 
secure those orders, for reasons which I have already 
given more than once. Probably some governments 
would maintain regular agents attached to their 
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And even in democratic countries how does the in- 
fluence of arms manufacturers on the press compare 
with that of, say, political parties or individual 
proprietors or groups of newspapers, individual 
statesmen, in some cases governments, any or all of 
whom, for patriotic or other reasons, may wish to 
see their country’s armaments increased every bit as 
much as the manufacturers? If governments and 
the mass influences ai’e against armaments, the 
armament firms are not going to make the slightest 
difference. If governments and the big newspaper 
interests think the time has come to increase the 
armaments again, the amount of influence that the 
armament manufacturer can exercise upon the press 
is very small indeed. Now I will just read para- 
graph 138, which sums up my conclusions under 
this head. 

“ (i) That against British private manufacture 
no case has been made out of influencing public 
opinion, through the control of newspapers at 
home or abroad, though the weapon of the press 
has been resorted to by its opponents in order to 
bring about its downfall; 

(ii) that the case against foreign private manu- 
facture, unavoidably perhaps, is vague; 

(iii) that the tendency of the evidence on this 
point is, as usual, out of perspective, since the 
influence that could be exerted on public opinion 
through the press by armaments manufacturers is 
very small compared with that of other influences; 

(iv) that the prohibition of private manufac- 
ture and the institution of government monopolies 
would not prevent this alleged evil, since there 
have been many instances of governments who 
have ‘ sought to influence public opinion through 
the control of newspapers in their own and foreign 
countries, ’ and might resort to this method for 
obtaining orders for their state armament 
industry ; 

(v) that, in countries where the press is venal, 
the proper corrective is to be found in exposure 
and the creation of a healthy public opinion — 
a matter for the governments concerned.” 

Well, then, there is soliciting or touting. That is 
not mentioned by the Temporary Mixed Commission. 
It is a rather characteristic term of prejudice used 
to describe what, after all, ought to be described 
as attempts to obtain orders. 

a short time.) 

embassies and legations in countries where they 
thought it worth while. Of course, touting would 
be very much more serious if carried out by gov- 
ernments than by private firms, because it brings 
•with it a dreadful added complication for diplo- 
macy. There is some evidence in my memorandum 
of governments having touted. For instance, out 
of the volumes on the origins of the War it appears 
that the German Emperor in 1912 urged the Rus- 
sian Minister of Marine to place his shipbuilding 
orders in Germany, and I notice that Mr. Mulliner 
made an allegation that the Kaiser used his in- 
fluence in Turkey to secure orders; but, of course, 
I have not any confirmation of that and I do not, 
therefore, attach too much importance to it. I 
.would just like to read one paragraph on that sub- 
ject, to wind it up. It is paragraph 144. 

“ The evidence already given before the Royal 
Commission, supplemented as above, gives a fair 
answer on the question of solicitation, namely: — 

(i) that British firms are very little im- 
plicated ; 

(ii) that, if the matter is put into perspec- 
tive, the solicitation of armament firms is not 
a serious contributory cause of unrest among 
nations ; 

(iii) that the cure rests with governments 
themselves ; and 

(iv) that this particular alleged ‘ evil ’ would 
not be eliminated and might be aggravated by 
government monopoly.” 


)1 ROYAL COMMISSION ON THE PRIVATE MANUEACTDEE OF AND TRADING IN ARMS 
21 May, 1936.] Colonel Sir M. P. A. Hankey, G.C.B., G.O.M.G., Q.O.V.O’. [Oontinued. 


I come now to the last two points of the Temporary 
Mixed Commission’s list. Both of them deal 
with armament rings and trusts. 

Point 5: “ That armament firms have organised 
international armament rings through which the 
armaments race has been accentuated through play- 
ing off one country against another.” 

Point 6: “ That armament firms have organised 
international armament trusts which have increased 
the price of armament to governments.” 

There is rather an inconsistency in the evidence on 
this point, because when firms which manufacture 
armaments .work independently then the critic com- 
plains of the evils of competition, bribery, touting, 
and that kind of thing. When the firms get to- 
gether — which should eliminate any evil of that kind 
they are accused of forming “ rings ” and 
‘‘ truste ” (whether national or international); of 
“ playing off one country against another,” and of 
increasing ” the price of armaments to govern- 
ments.” Why is it an offence — I do not know — for 
armament manufacturers to form truste P This is 
only rationalisation, and rationalisation is constantly 
being promoted by governments all over the world, 
the objects being to eliminate waste, scrap redundant 
machinery, reduce overheads, eliminate unnecessary 
competition. Firms manufacturing armaments are 
also concerned in other forms of manufacture. How 
can they be expected to stand out of what is pretty 
well a universal movement? Surely it is natural 
that a large user, and perhaps also a manufacturer 
of steel, both for armaments and for purely peaceful 
products, should be closely connected with the general 
steel industry; or, in the case of a firm like 
.which mainly manufactures civilian products, it is 
natural that it should rationalise itself for its para- 
mount civilian side. I am more doubtful whether 
rationalisation is an advantage to Imperial Defence. 
Of course, to the extent that it may produce greater 
efficiency it is an advantage but I am afraid the 
rationalisation which was' caused by shortage of 
orders did result in a considerable reduction in war 
potentialities, and from that point of view it is not 
an advantage. But concentration in this form is 
preferable, in post-War conditions, to competition 
for a very limited market in which all the manufac- 
turing concerns would have collapsed. It did pre- 
serve a good deal. 

The next item that I deal with is the accusation 
—not in the Temporary Mixed Commissions list but 
in the evidence against private industry — of prolong- 
ing wars and supplying both sides. The main illus- 
tration given is in regard to Bolivia and Paraguay, 
the war between those countries. An account of 
that episode is attached in a memorandum prepared 
in the Foregin Office (Annex XIII to my memo- 
randum) and I am just going to read its conclusion, 
which is to be found in paragraph 154 of my memo- 
randum. 

” It will be seen from the above that it is unfair 
to place any responsibility for the prolonging of 
the war between Bolivia and Paraguay upon 
British armament firms. Such arms as they ex- 
ported to the belligerents were exported under 
licences obtained from His Majesty’s Government. 
The latter, moreover, far from encouraging the 
export of arms, were the first to suggest an em- 
bargo and actually imposed it themselves without 
awaiting similar action by other governniente. In 
so far as the war was ‘ outlawed ’ by the League 
of Nations, such action (in the form of api^roving 
the embargo) was taken some considerable time 
after His Majesty’s Government had already im- 
posed an embargo and when the supply of British 
arms to the belligerents had already ceased ”. 

That is the reply on Bolivia and Paraguay. 
Another critic, one of your witnesses, says that 
” Armaments provided by some firms being used by 
both sides in a war is a very rei^ulsiv© condition pro- 
duced by this particular industi-y ”, Well, it may 
]>e' repulsive to that particular witness, but not, I 


imagine, to the fighting man whose life depends upon 
his supplies of war material, nor to the nation whose 
existence depends upon those supplies. To some 
people it is even more repulsive to see a country 
overrun, its cities bombed and sacked, its civilian 
population exposed to the horrors of invasiou and 
bombardnient, Tliat is the reverse side of what 
Lord Cecil calls “ the emotional aspect ”. You 
would uot get rid of this evil, if it is an evil 
to supply both sides, by prohibition of private manu- 
facture and trade. Under Article 8 of the Covenant 
the manufacturiug states would have to supply the 
needs of the non-manufacturing states. If both 
belligerents happened to be purchasers in peace from 
the same manufacturiug power, presumably they 
would be entitled to a continuance of supplies in 
war. In my view, however, their supply from gov- 
ernments, as I said last time, would always be very 
precarious, and if one of the belligerents was able to 
manufacture for himself and one or more of tlie 
others could uot manufacture, he would always win. 
Of course, it would be a very peculiar ijosition if you 
abolished private manufacture, in respect of the 
laws of neutrality, because under the laws of 
neutrality whereas a state can allow -private manu- 
facturers to supply belligerents, they cannot supply 
from their own factories or resources without a 
breach of tho laws of war. It is in Convention 
No, XIII — “ Convention concerhing the rights of 
Neutral Powers in Maritime War I shall jiot 
read it — partly because it is in French ! — but I can 
hand it in.* That is the gist of it. If you abolished 
private manufacture I suppose you would liave to 
alter the laws of neutrality, otherwise a non-nianu- 
facturing state which was at war could no longer 
go to its ordinary source, which is private manufac- 
ture, and get its supplies. The whole of the 
neutrality business has, I think, become extremely 
complicated. Modern war seems to take place with- 
out an outbreak of war and one is never quite sure 
whether states are really at war or not. So I do 
not pursue that thesis. 

4887. Pwfessor Gutterklge : May I ask from what 
the document that you have just handed in is ex- 
tracte<l ? 

Sir Maurice Hanhey. It is indicated at the 
top. It is Convention No. XITI. 

4888. Professor Gutte.ridge : Is it Hague Convention 
No. XIII? 

Sir Maurice Ilankey. Yes. You as a dis- 
tinguished international lawyer know much more 
about it than I. 

4889. Professor Gutteridge : I only wanted to make 
quite sure it was No. XIII of The Hague Convention. 

Sir Maurice Ilankey : Yes. It is rather a com- 
plicated situation, the neutrality business. 

4890. Professor Gutteridge : The whole question of 
neritrality is very much in the melting pot. 

Sir Maurice Ilankey: It is very ranch in the 
melting pot, I agree. I am not sure that the point 
is worth mentioning. From the point of view of 
supply, possibly even of both sides, tho present posi- 
tion, if not perfect, appears preferable to state 
monopoly. 

Now I come to the last of the detailed charges 
against the industry, which is in respect of its alleged 
inefficiency. Here again 1 come to one of those 
curious inconsistencies in the evidence against pri- 
vate manufacture. Most of the witnesses suggest 
that private arms manufacture is too efficient to be 
allowed to live. Other witnesses — I am not sure that 
they are not the same witnesses — suggest that it is 
so inefficient that it ought to be abolished. Their 
argument is that by substituting state monopoly 
everyone would get better armaments and more for 
the money. If that is the hypothesis, state monopoly 
is obviously a policy of ” bigger and better arma- 
ments ”. Fortunately, neither of these hypotheses 
is true. Private manufacture is not so sinister nor 


* See Appendix B, p. 756. 
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SO powerful as some of the witnesses have made out, 
nor is it so inefficient as others siiggest. Much of 
the argument about inefficiency was disposed of in 
my evidence on the 8th May. If private manufacture 
were inefficient the service departments would he 
bound to take the matter up. They are the real 
judges, because they have the criterion of the state 
establislinients to judge from, and they are the users 
of the goods, so they are the only people who are 
really competent to make the comparison. • In- 
efficiency would be a difficult thing to establish, be- 
cause it is so very much a relative term. In post-War 
years, when everything was cut down, when the gov- 
ernment armament orders were small, it is not un- 
likely that both the private and the state manufac- 
ture declined in efficiency. To-day, with increased 
orders, the efficiency of both is probably much greater. 

I do not say positively they did decline. I only say 
one would have expected them to decline rather than 
for them to have quite the latest thing in machinery. 
Of course, there have been a great many inquiries — 

I know some of them have been mentioned in evi- 
dence before the Royal Commission — into the 
efficiency of government manufacturing establish- 
ments, and the government as a rule has been urged 
by its critics to adopt the businesslike methods of 
private firms. I dare say you remember the 
Pemberton-Billing inquiry during the War. From 
Mr. Lloyd George’s second volume, which I have 
here. I could quote yoix many pages of strictures on 
the failure of the War Office, and certainly one on 
the Ordnance Department. I do not think that any 
case can be made against the efficiency of the private 
firms. 

That concludes my observations on the detailed 
case. One way or another I have examined about 
a score of different accusations against private indus- 
try and I have shown that for the most part they 
have not much validity. I have examined all the 
examples of' alleged evils on which I was in a position 
to shed any light. There are other examples— 
especially, i think, those from the American Inquiry 
on which I could not pretend to throw any light at 
all, I coixld not gain any information really — and 
I think in all but one case the examples I have 
taken show that they fall to the groxmd. A great 
many of them are shown to be curious misunderstand- 
ings — !j)erhaps not unnatural misunderstandings — like 
the case of the Finnish aeroplane with the swastika, 
the aeroplanes sent to Denmark, and so on. The 
one exception is a case in which the British manu- 
facturer was not concerned at all. That is the 
Shearer ease. It has been pointed out to me this 
morning that I made a mistake there and that 
Shearer was representing not armament firms but 
steel firms, who, however, might have been affiliated 
to shipbuilding firms. In that case, as I have pointed 
out, the abolition of private manufacture would not 
get rid of the alleged evil, because, steel manufac- 
turers and people who manufacture all sorts of acces- 
sories might very easily do the same thing. Anyhow, 
one swallow does not make a summer. 

My last word is this : T should like to ask the 
Royal Commission to apply their minds to the moral 
i.ssue ill the following manner. First, to consider 
the total business done by the firms manufacturing 
armaments. vSecond, to deduct from the total the 
proportion of business of a purely civilian charac- 
ter to which these accusations do not apply. T 
think in all firms except Vickers that would be 
a very large proportion. I do not know what 
proportion it is of Vickei's. Third, to deduct the 
business done on behalf of the British Government, 
the Dominions and Colonies and India, in which, 
broadly speaking, these accusations have not any 
validity. Fourth, to deduct the business done on 
behalf of the countries where corruption does not 
operate any iimre than it does in this counti'y. 
Fifth, to deduct the business done on behalf of 
countries where, notwithstanding that the moral 
standard is believed to be lower, the conditions of 
a large proportion of the contracts do not lend 


themselves to corrupt influences — e.p. business in 
connection with the carrying out of programmes 
already settled and put out to tender and so forth. 
Sixth, to consider what the residue of business is, 
after all these deductions have been made, within 
which corrupt influences might be exerted. Seventh, 
to consider, in the light of the evidence, including 
my own, how far corrupt influences have been proved 
to exist in this very restricted sphere. Eighth, 
to consider how the corrupt influences that are 
proved to exist compare with other influences pre- 
disposing nations towards war and so forth. That 
is the point that I have been trying to make all 
the way through, that these alleged evils, taken 
either individually or collectively, are negligible 
compared with the vast influences of every sort 
and kind which in fact are disturbing to the 
world. Ninth, to consider carefully how far the 
alleged “ grave objections,” reduced to their proper 
proportions, would be removed by prohibiting pri- 
vate manufacture and trade, either nationally or 
internationally, and substituting government mono- 
poly. In a word, whether in seeking to avoid a 
largely imaginary danger, or at any rate a very 
small one, you are not running into a very real 
aggravation of the international situation. Finally, 

I suggest that, if you think that anj-thing remains 
of the moral case against this industry, it must be 
weighed against the terrible danger— developed in 
my evidence a fortnight ago — to which abolition of 
private manufacture and trade would expose our 
country — the country which exercises the strongest 
influence for the peace of the world. My conclu- 
sions are actually summarised in Part YI,_ the 
“ General conclusion ” at the end bringing it 'to 
a head. I do not wish to trouble you by reading 
it. You have probably read it already. 

4891. Chairman: Have you not added to them in 
your last statement, in which you make eight or 
nine deductions? 

Sir Jlaurice Ilaiikey: Yes; I merely tried to 
sum up at the end of mj’ statement. 

'4892. Chairman: It is rather difficult to follow 

until one sees it in print. 

Sir MauricQ TIanJcey: Yes, I am afraid it is. 

4893. Chairmaii: That is all you wish to say? 

tSir Maurice Hanhey: That is all I wish to 
say. Sir. 

4894. Chairman : I want to ask you about one point. 
I do not know whether you have considered our 
position under the terms of reference. Have you 
the terms of reference before you ? They seem 
to have been framed deliberately. Do you see 
No. (2)? 

Sir Maurice Ilankey : Yes. 

4895. Chairman: We are not asked to con.sider 

whether any of these alleged evils exist. 

Sir Maurice Ilankey: No. 

4896. Chairma7},: !\Ve are asked “To consider and 

report whether there are any steps which can usefully 
be taken to remove or minimise the kinds of objec- 
tions ”. That seems to put us in the position 

that we are not to decide the point but we are 
to a.ssume that the5' exist, and on that assumption 
we are asked whether we can devise any remedies. 
And I believe that was deliberately done. 

Sir Maurice Sankey : I did not know that 
you were intende<l to assume that objections existed. 
Because it is contrary to almost everything the 
government has ever said. I began my evidence by 
giving the an.swer to the League of Nations question- 
naire, an answer to a question in the House of 
Commons, a reference to the government’s attitude 
in debates, etc., and there has never been any admis- 
sion, as far as I know, by the government officially 
that there were objections. 

4897. The Chairman : I do not think this can be 
taken to be an admission on tbe part of the govern- 
ment but it shows, I think, that they are taking a 
neutral attitude so far as we are concerned. It was 
very interesting, the information that you gave us, 
as to what actually happened and how it came about 
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t}iat these six evils were introduced, hut, after all 
is said and done, we have to deal with it on the 
footing of the terms of reference, have we not? 

Sir Mav/nce Sankey: Am I not correct. Sir, 
in saying that you have heard an immense amount 
of evidence — in fact I have quoted masses of it in 
my memorandum — ^to show you what a lot of evils 
there are, and what a lot of heinous features, in this 
industry? I claim that it is all ridiculous. 

4898. Chairmtm: We have deliberately adopted the 
rule that we would allow people, within certain 
limits, to tell us what they thought about these 
matters, without reference to whether their observa- 
tions were directly relevant. Of course, now we 
have all the matter before us and we have to con- 
sider our report we shall have to consider whether 
this evidence which we have received is really 
relevant. That is the difficulty we are in. I only 
wanted to point it out to you because you are 
inviting us to come to a deliberate decision on a 
matter which seems to me, at the moment, to be 
rather outside the terms of our reference. 

Sir Maurice Eankey. It certainly would not 
be appropriate for me to interpret your terms of 
reference, but I have my position too. Sir, because 
I have been afraid that the way you would interpret 
it might 

4899. Chairman : If you can put any other meaning 
to it please do. 

Sir Maunice Hamkey : I was afraid that, after 
all the evidence that you had received denouncing 
this industry, you might feel that the moral case 
was so strong that the way you would recommend it 
to be dealt with was by prohibition. Almost my 
sole point is this, that I have a perfect teiTor of the 
abolition of the industry, because I think it would 
be a very great disaster to the particular branch of 
national affairs in which the main part of my 
work is done, namely Imperial Defence. All this 
case having been made against the industry I 
felt bound to examine it, and when I examined 
it I found that a great deal of it was either wrong 
m fact— and where I think it is wrong in fact J 
have tried to give the correct fact — or else wrong in 
reason and where I think it is wrong in reason 
I have tried to put the matter in perspective. Of 
course, if your report contains nothing about that 
case that has been built up against the industry it 
cancels out .with my case, but I did feel that I could 
not let that go, for fear the Royal Commission 
should be so impressed with the moral case that they 
might make a recommendation that I thought 
disastrous. 

4900. Chairman-. I follow. For the moment I did 

not appreciate that possible consequence in vour 
mind. •' 

Sir Maurice Sankey : That was entirely my 
trend of thought. 

4901. Chairman: You envisage the possibility of our 
saying all this is established and is true and there- 
fore the only remedy is a drastic one? 

Sir Maurice Eankey. That is the result I 

dread. 

4902. Chairman-. I did not follow that. 

Sir Mau/nce Eankey: It depends upon the 
amount of objection. I thought the punishment 
would fit the crime. 

4903. Dame Bachel Crowdy. I asked you the other 
day, when you had dealt with your first memoran- 
dum, some questions about the footnote to para- 
graph 103. You remember you said you would be 
grateful if I would leave it until you discussed the 
second memorandum.* 

Sir Maurice Eankey : Yes, I remember the 

note. 

4904. Darne Bachel Crowdy. I can read the note. 

I only wish to make a very short reference to it. 
The note which I read aloud the other day is this : 

• See Minutes of Evidence, 20th Day, Q. 4405. 


“ Since this was written a study of the evidence 
of ‘grave objections’ to and ‘evil effects’ of 
private manufacture has been made in a second 
memorandum, and it has been shown that the 
whole case against private manufactiu-e is non- 
proven and greatly exaggerated, and that the 
alleged ‘ evils ’ would not be removed by govern- 
ment monopoly.” 

Now obviously it would be quite improiier for me 
to enter into any discussion on that particular note 
of yours, not only because I am a member of the 
Commission but because up to the present time we 
have not received all our evidence, but I do feel, 
Mr. (ffiairman, that perhaps one could say that Sir 
Maurice, in spite of his vast historical experience, 
really does not seem to be quite in a position to 
make s\ich a categorical statement. He is, 
obviously, not in possession of all the evidence that 
has been given before this Commission, he has not 
seen all the evidence that is before us, aud I think 
he himself states in some part of his second 
memorandum that he has not found it possible to 
study the American documents. Now, as you 
lemember. Sir Maurice, those American documents 
have a great many references to cases in connection 
with British firms, and I feel that for anyone to 
make quite such a firm statement without all the 
evidence which has been at the disposal of this Com- 
mission, whether you are right or wrong, is perhaps 
going rather far. I do not propose to go into any 
discussion, obviously, on the rights or wrongs of 
private manufacture, but 1 would like to make that 
one comment. 

p ^^aurice Eankey -. May I make a reply on 


Sir Maurice Eankey -. I have read every word 
of the evidence which has been published. I Imve 
not only read it; I have marketl it, underlined it. 
and at the top of every page, as you could see from 
my copies in the room if you looked through them, 
I have put a little index of the contents of that 
page. That is every bit of the evidence that has 
been put at my disposal, a great mauy hundred 
pages, and a very terrible job it has been. It has 
tried my eyes rather; but I have really tried to 
master the evidence and to absorb it. 

4906. Dame Bachel Crowdy. I quite believe that. 
1 y point was only that all the evidence had not 
been at your disposal; that was realiy the only point 
1 was making; and it seemed to me to be rather a 
firm action to make a statement of that kind that 
everything had been disposed of until all the 
evidence had been before you as well as ourselves. 

Sir Maurice Eankey. Perhaps it should be 
said ever^hing at my disposal. Everything that is 
at my disposal is at the public’s disposal 

4907. Dame Bachel Crowdy. Sir Maurice was at the 

1 eace Conference and I was not, and I am sure no 
one knows more than Sir Maurice what happened. 
We only have in contradiction of what he has said 
about It, as far as I remember, Mr. Lloyd George’s 
statement that Article 8 of the Covenant was in- 
clud^, because it was generally felt not only by the 
Big Four, I think he said, but by many people at 
the Peace Conference that this evil— this is in quota- 
tion marks ‘ that the evil of private manufacture 
iiad come to the surface during the War.” But as 
i say, Sir Maurice was at the Peace Conference and 
1 _ was not, and we have only these two points of 
view; but as far as the Temporary Mixed Commis- 
sion was concerned 

Maurice Eankey: May I answer that. 

4908. Darrue Bachel Crowdy -. Yes, do. 

Sir Maurice Eankey: I was of course at the 
Peace Conference and very much at the heart of 
the Conference. Nobody outside the three or four 
principals saw quite as much as I did of it, because 
I was the recording secretary of that Council of 
Four, and_ I have got immensely full records. I also 
have diaries. There is no mention of this subject 
ever cropping up at all. I have very grave doubts 
as to whether M. Clemenceau, for instance, would 
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have agreed to prohibition if President Wilson bad 
managed to carry it. He was a tremendous realist, 
and he would think of the French defence first and 
last, and I do not think he would ever have taken 
that view, and there certainly was no sort or kind 
of discussion on the subject. The subject may have 
occasionally cropped up in (private conversation, but 
I think the real truth is that President Wilson was 
rather set on this thing. He was in quite a unique 
position; he had a position of tremendous authority, 
and nobody else really took any interest in the sub- 
ject at all. It was just one item in one commission 
dealing with one subject. After all, it was only one 
item in disarmament ; disarmament was only one 
item in the Covenant, the Covenant only one item 
in the Peace Conference. It was a complete side- 
show and the reference to private manufacture 
never would have gone in to the Covenant, nothing 
about it would have gone in if it had not been for 
President Wilson’s enthusiasm. That is absolutely 
certain. Our people were rather opposed to it, and 
so in the manner that I have shown they managed 
to eliminate prohibition and to get it reduced, as 
a quite deliberate compromise — there is notj the 
slightest doubt about that — to its present dimensions. 
It was really a one-man affair. However, I am 
sorry ; I am afraid I have interrupted you. Dame 
Rachel. I apologise. 

4909. Dame Fachel Growdy: No, not at all. Well, 
when we get on to the question of the Temporary 
Mixed Commission, I am particularly interested in 
that because I was at Geneva at the time, as you 
know, on the staff, and although I did not attend 
the Paris meeting of the Temporary Mixed Com- 
mission I did attend a good many of the meetings 
of the Temporary Mixed Commission. It had a 
great opportunity of talking to delegates, mixing 
up with press men and hearing the points of view 
of members of the secretariat at the time. Now 
my feeling the whole time then — and it is still the 
same — was that there is a very clear distinction 
between the six points and the additional eight points 
— the six points which we might say were against 
private manufacturers, and the eight points which 
were against abolition. As far as I remember it — 
in fact I am supported — I have asked several people 
about it — those first six points, although as you 
say they were not put forward as the uuanimoxis 
recommendation of the committee to which the 
sub-committee reported, there is no doubt that 
not a single member of the Temporary Mixed 
Commission implied for a single moment that 
there were not certain evils attached to private 
manufacture; I think it was quite universally agreed 
that there were evils ; whereas when you got to the 
question of the abolition of private manufacture, 
the people who were against the abolition, the eight 
points one might say, only some members of the 
Temporary Mixed Commission were definitely against 
abolition, and I wanted to ask Sir Maurice two 
things really : first of all if he agrees with me that 
it is true that no member of the Temporary Mixed 
Commission denied that evils existed. That is my 
first question. 

Sir Maurice Hankey: My recollection of the 
minutes, which I have read two or three times, 
is that they were denied quite definitely, I think it 
was by M. Hodacz. 

4910. Dame Bachel Growdy: No, that comes in con- 
nection with the eight points, not with the six. 

Sir Maurice Hankey : No ; I think he denied 
that the evils existed. 

4911. Dame Bachel Growdy: Not that certain evils 

existed, I am sure. He was not in favour of the 
abolition of private manufacture ; and that brings 
me rather to my second question 

Sir Maurice Hankey : I certainly do not think 
everybody, I do not think all our representatives 
— I have either talked to or been in communication 
with all our representatives there — I do not think 
they would all agree to what you say. I do not 
think so. 


4912. Dame Bachel Growdy: I will leave that for 
a moment, if I may, and go back to that later. My 
second question is this : Do you know who was the 
proposer of the eight points, who was the leader of 
the people who objected to the abolition of private 
manufacture, because that I remember so distinctly, 
and I wondered if you had any recollection? 

Sir Maurice Hankey : Well, 1 do not know 
how to pronounce his name. It was M. Hodacz. 

4913. Dame Bachel Growdy : Quite. 

Sir Maurice Hankey: You probably know how 
to pronounce it. I think probably he was a Czecho- 
slovak. 

4914. Dame Bachel Growdy : He was a director of 
Skoda. The man who raised all the objections to 
the abolition of private manufacture was a director 
of Skoda, so therefore certainly the feeling among 
the members of the commission at the time and cer- 
tainly of the press at the time was that perhaps 
his strong attitude might to some extent have been 
influenced by his private interests ; and therefore as 
far as I recollect those two categories of pros and 
cons were never p\it on quite the same footing. 

Sir Maurice Hankey : Well, you heard the 
extract I read from the minutes of the Permanent 
Military Commission this morning. 

4915. Dame Bachel Growdy: Yes, I did. 

Sir Maurice Hankey : Does it not look from 
the tone of that as if they agreed in this? The tone 
of that was very much emphasising 

4916. Dame Bachel Growdy : Have you got that 
paragraph? Can you give me the number? 

Sir Maurice Hankey: It is in Annex IV to 
my memorandum, paragraph 22, “ The Plenary Com- 
mission adopted a general report put forward by the 
Sub-Commission. The report enumerates in the first 
instance, without accepting them as the views of the 
Suh-Gommission, the objections brought forward 
against private manufacture; then still adopting a 
neutral attitude, points out . . .” and so on. 

Well, I do not think we can get away from that. 
There is that report, and there are my letters from 
Mr. Fisher and Sir Hubert Llewellyn Smith, pretty 
definite ; and I have had confirmatory letters from 
several others. 

4917. Dame Bachel Growdy: My point really. Sir 
Maurice, was this. What I was trying to press was 
that those two categories were not put on quite the 
same footing. I am not assuming or stating that 
those first six points were put forward as the 
unanimous opinion of the sub-committee; I am not 
trying to maintain that, but I am trying to show 
that they are on a rather different footing from the 
final eight points. 

Sir Maurice Hankey : I cannot find the smallest 
evidence of it in anything I have read about it. 

4918. Dame Bachel Growdy : Well, as I say, it is 
according to my rather good recollection of the whole 
subject and the fact that, as I remember it, no one 
spoke officially in the committee against the existence 
of the evils of private manufacture, and a great 
many people spoke against the Hodacz point of view. 

Sir Maurice Hankey: I have read all tho.se 
minutes through, and I am bound to say they did 
not give me the least impression of there being 
really any difference between them. 

4919. Dame Bachel Growdy: Well, since that time 
in fact the Temporary Mixed Commission for many 
years after took those six points as the basis of all 
their discussions, did they not? 

Sir Maurice Hankey : Not as proved or ad- 
mitted objections, not in the least. 

4920. Dame Bachel Growdy : But as a basis of dis- 
cussion throughout all their meetings, as far as my 
recollection goes. 

Sir Maurice Hankey : I have taken them 

myself to-day. I do not think there is very much in 
that. 

4921. Sir Philip Gibbs : On this point Colonel 

Carnegie, who was a member of the Temporary Mixed 
Commission, made a statement a little while ago 
which I should like to quote to you. He said : “ There 
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was no doubt in my mind that the evils enumerated 
by the sub-committee of the Temporary Mixed Com- 
mission were understood to have existed, and the 
subsequent efforts of the Temporary Mixed Commis- 
sion were directed to prevent such evils from being 
continued. During the years that I was a member 
of the Temporary Mixed Commission I do not recol- 
lect that any doubt was cast, at least in discussion, 
upon the findings of the sub-committee 

Sir Maurice Hankey: I wonder how much 

memory is worth 15 years old. You see, I am not 
sure that memory does not depend a little on the 
man’s point of view. I do not really trust my 
memory. I told you this morning that I could not 
recollect something or other about MuUiner in 1909. 
I have a good memory but I do not really trust my 
memory, because when I come to consult documents 
and diaries and that sort of thing I often find that 
I have got rather a wrong impression after all ; so 
I would much prefer to take the actual records which 
I have quoted and the memory of the man who 
drafted the report after all, which is something. 
4922. Professor Gnttr.ridge : I do not see Colonel 
Carnegie’s name amongst the names you give in 
Annex IV. 

Sir ]i[aiirice Hankey : I give a list of members 

only. 

49^. Professor Gutteridge: I was just looking at 
it. Is his name there? 

Sir Maurice Hankey : Ah, that might not be 
so. It is curious how at those League committees 
different people dodge in and out. You know, I 
started by writing to all the people in that list who 
were British. I began with Captain Segrave. Well, 
I found that Captain Segrave, half-way through, had 
got another appointment, and somebody or other took 
his place. No, it was Admiral Calthorpe first; that 
was it; and he could only carry on for about two 
meetings, and then Captain Segrave and then some- 
body else, and then there was a Commander. I wrote 
to the whole lot. I have the confirmation of the 
whole lot ; I have them under my eye at this moment ; 
and it is quite possible, you know, that Colonel 
Carnegie was there in some junior position helping 
somebody. 

4924. Mr. Spender : He was a Canadian. 

Sir Maurice Hankey: Yes; he was probably 
helping the Canadian delegate. 

4925. Dame Hachel Crowdy: Would you turn to 
Part III of your memorandum, paragraph 20? You 
say the attitude of His Majesty’s Government was 
defined in 1925, when in reply to a questionnaire 
prepared by the Co-ordination Commission of the 
League of Nations it was stated that — 

“ So far as this country is concerned the 
British Government are not aware of any grave 
objections of a national character. As regards 
objections of an international character, the 
British Government do not know of any that are 
peculiar to private manufacture.” 

Can you tell us how the answer to that question- 
naire was proposed, what department prepared it, 
or if it went to the Cabinet, if it went to the 
Prime Minister before it was sent to Geneva? Who 
was responsible for the preparation of the answer? 
It would be very interesting to know. 

Sir Maurice Hankey: I cannot say positively 
for that particular answer, but I can tell you 
the sort of procedure that would be taken. 
There would be a British representative who deals 
with these sorts of things at Geneva. It might have 
been Sir Alec Cadogan. I do not know. Well, 
he naturally, whoever he was, would not answer 
a question like that on his own responsibility. He 
would send it round to the Admiralty, the War 
Office, the Air Ministry, the Board of Trade, pos- 
sibly the Treasury, and there it woiild be passed 
round, and all the sections of each department that 
knew about these things would see it. It is not 
a thing of great urgency; you can take your time 
over it. 


4926. Dame Hachel Crowdy : Having been at the 
Geneva end I know! 

Sir Maurice Hankey: You know how these 
things are done. Then it would • come back to 
the Foreign Office, and then they would draft a 
reply on the basis of the material, and possibly 
send it round before it went out. It would be very 
carefully done. 

4927. Dame Hachel Crowdy: Would it go to the 
Cabinet? 

Sir Maurice Hankey : No, I do not think 
so. I do not recollect it. I could easily check 
that. 

4928. Dame Hachel Crowdy : It is merely rather 
interesting to know how these things are prepared. 

Sir Maurice Hankey : Yes. 

4929. Dame Hachel Crowdy: Then in the same para- 
graph you talk of the attitude of the Prime Jlinis- 
ter on this question. You quote the Prime Minister 
at that time. That was Mr. Baldwin, was it, 
or Mr. Ramsay MacDonald? 

Sir Maurice Hankey : That was Mr. Ramsay 
MacDonald. Yes, he was Prime Minister and he 
answered Mr. Mitcheson’s question. I do not think 
I say anything else about him. 

4930. Dame Hachel Crowdy: No, you just give a 
quotation showing that tho Prime Minister had 
caused inquiries to be made, and as a result he 
was able to say that the answer was in the nega- 
tive. 

Sir Maurice Hankey: It is merely a quota- 
tion from Hansard. 

4931. Dame Hachel Crowdy: Yes, and that is merely 
a question of whether British arms maniifactiirens 
have sought improperly to influence the policy of 
His Jlajesty’s Government. 

Sir Maurice Hankey: Yes. 

4932. Dame Hachel Crowdy: That has nothing to 
do with whether the British Government is recog- 
nising or the Prime Minister is recognising the 
existence of evils, is it? It has nothing to do with 
that. 

Sir Maurice Hankey: No — except so far as 
rather a bull point among the alleged evils is 
that one of fomenting policy and influencing the 
government, points 1 and 3 of the Temporary Mixed 
Commission’s list. To that extent it does bear on 
evils. 

4933. Dame Hachel Crcncdy: It is one of them. 
Sir Maurice Hankey : It is two. It is two 

out of six, so it is substantial. 

4934. Dame Hachel Crowdy : I ask this in view of 
two speeches which I have here, one by Mr. Baldwin 
.and the other by Mr. Ramsay MacDonald, because 
I rather got the impression from you that both the 
Prime Minister and the last Prime Minister felt 
that these evils did not exist. Well, I have here a 
speech by Mr. Baldwin in which he is talking about 
state manufacture and private manufacture, and 
he said, “Would state manufacture get rid of the 
corruption that is alleged in connection with the 
sale of armaments to certain countries? ” He goes 
on to say that the government would have to employ 
thousands of men, and then he ends up by saying 
that “ the only method of dealing with these un- 
doubted malpractices of which they had allegations, 
and in some cases even proof, lay in control, and 
control could be exeiuised.” Therefore we can 
assume from that, I think, that Mr. Baldwin did 
and does believe that these malpractices exist. 

Sir j\laurice Hankey: I ventured to put the 
question to Mr. Baldwin. 

4935. Dame Hachel Crowdy: This is in the Times. 
Sir Maumee Hankey: I have a much fuller 

report here. I have the one in one of the Scottish 
papers. It was delivered in Glasgow, you will 
remember. 

4936., Dame Hachel Crowdy : This is the Glasgow 
speech. 
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Sir Maurice B.om.key. And he authorised me 
to deny that this could be interpreted as meaning 
that he considered generally that there were grave 
objections and evils to private manufacture, and 
he pointed out that a very large part of his speech 
was devoted to showing the evils which would arise 
if you had government monopoly. 

4937. Dame Dachel Crowdy : And that is why I read 
out the whole paragraph beforehand so as not to 
make it one-sided; but he does definitely speak of 
malpractices which have been proved. 

Sir Maurice Rankey ; Yes, but it is just a 
little doubtful whether that refers to the malpractices 
proved in the case of private manufacture or whether 
it is the malpractices proved in the case of govern- 
ments, because, of course, there have been mal- 
practices in the case of governments which he re- 
ferred to. I am quite satisfied that he did not intend 
it as a sweeping condemnation of private 
manufacture. 

4938. Dame Rachel Crowdy: I have here a quota- 
tion from Mr. Ramsay MacDonald’s speech made 
about the same time: — 

“ I shall never forget, when I went down the 
Dardanelles immediately after peace, we saw the 
guns that had been owned and operated by the 
Turks lying broken in their escarpments pointing 
towards that shore where our men landed and hung 
on to so long by their eyebrows. On those guns 
was a brass label bearing the name of a British 
armament firm. The private armament industry, 
we all know, is not the best thing that can be 
done. We know perfectly well its danger. We 
know that some, but certainly not all, of the 
competition that is carried on in that industry 
is bad and unsavoury. Moreover, it very often 
means arming against ourselves.” 

I thought perhaps I ought to read those two speeches 
as they rather bear on what we are discussing. 

Sir Maurice Rankey: There are some other 
interesting things in that speech too : 

‘‘ If I could abolish armaments to-morrow, away 
they would go. But I cannot. I have got to 
accept armaments which I hope will diminish — and 
which I work day and night to diminish — and I 
will accept no defeat in that matter. But while 
they are there we have got to devise the best 
way to handle the problem. There are only two 
ways. One is to nationalise the whole of your 
armament production. That means that the state 
itself must build factories. Having built them, il 
we could manage it, those state factories would 
not have enough to do to keep them at work. 
That means state capital, .which should be sperit 
on social services, sunk in those factories, and 
staffs enlisted for irregular employment, with a 
tremendous increase in casual labour. That is not 
a proposition which any practical politician would 
countenance on any account whatever. The alter- 
native is that which this Government is canning 
out. We must control the trade.” 

So that whatever the first part of the speech 

4939. Chairman: What were you quoting from 

then ? ' 

Sir Maurice Rankey: I was quoting from the 
same speech as Dame Rachel. 

4940. Chairman : After an interval ? 

Sir Maurice Rankey : After an interval, yes. 

4941. Dams Rachel Crowdy: Then I do not want 
to take up all the time because we all of us have 
many questions to ask, I know, but there was one 
other thing I wanted to refer to. Sir Maurice, your 
paragraph 59 seems to me, if I may say so, too 
frivolous for the general seriousness of your docu- 
ment. When you compare doctors, pharmaceutical 
chemists, nurses and undertakers with the arms 
manufacturers, is it really a very good comparison? 
After all, surely doctors and nurses are vocational 
and we do not imply that the arms manufacturers 
are vocational, but as far as undertakers were con- 
cerned, if they made themselves clients too quickly 


probably their life would be a very short one. Do 
you really feel they are analogous? 

Sir Maurice Rankey : I do not really quite 
know the meaning of the term ” vocational ” in this 
connection. I do not think I quite understand. 

4942. Dame Rachel Crowdy : I feel that your 

dictionary that is so useful would give you a very 
good definition. 

Sir Maurice Rankey : Yes, I often have it 
out. I am sorry if the particular cases I have 
chosen are thought bad, but of course my point 
seriously is that I think these people are no different 
in their moral code from all the rest of the world, 
the members of the Royal Commission and myself 
and the lookers-on. I think they are just average 
men and that it is not right, as quite a number of 
these witnesses have tried to do, to treat them as 
though they were on a lower plane of morality 
altogether. One witness says so. I have quoted 
him. I do not know that I can put my finger on 
the paragraph, but I have quoted him. He says 
in a superior way that these people are on a lower 
plane because they deal with this horrible business 
of armaments. Well, naturally you will not expect 
me to agree in that view because I have a great 
deal to do with them myself. 

Dame Rachel Crowdy : I have no more 

questions. 

4943. Mr. Spender : I suppose we should all agree 
that every system, almost, for whateveir object, 
has certain characteristic weaknesses and abuses. 
You would not say that the private manufacture 
of armaments is exempt from those, would you? 

Sir Maurice Rankey : I am not trying to make 
out that the private manufacturers of armaments 
are plaster saints at all. I am merely suggesting 
that they are exactly the same as anyone else in 
that respect; but I think that if you adopt a 
different system you are really only going to get into 
a new trouble. 

4944. Mr. Spender : Well, we have had a good deal 
of evidence suggesting to us points on which the 
system might be amended, points on which it is open 
to suspicion and objection, points on which, if one 
reads the American report, there is conclusive evi- 
dence that it has led to misconception and suspicion. 
You would agree that there is room for — quite short 
of extinguishing private manufacture — possible room 
for safeguarding aud controlling, we will say, the ex- 
port of armaments, which would be an improvement 
on the present system ? 

Sir Maurice Rankey: That may be. I have 
devoted practically the whole of my attention to 
the negative point of view of trying to present 
to you the disadvantages of prohibition. I have 
not really devoted my mind very closely to improve- 
ments, but 1 do think this, that you may run into 
great dangers, very great dangers — never mind; I 
am trying to give you a quotation, and I cannot 
put my finger on it. 

4945. Mr. Spender : Let me take one point just to 
illustrate what I am thinking of. It does seem, on 
the face of it, a rather haphazard way of establish- 
ing the liaison between the government and the 
private firms to let the private firms choose officers, 
so to speak, at random, officers from the services, 
and appoint those whom they ijrefer. Of course, it 
is quite evident that all that you have said about 
the necessity of the two things, of the government 
and the private firms keeping touch, is true, but 
when we come to look at it in practice, to secui'e 
that by leaving it to the private firms to appoint 
ex-officers at their own will and discretion seems 
a very haphazard way, an imperfect way of estab- 
lishing that kind of contact. 

Sir Maurice Rankey : Of course, they cannot 
pick out an officer and say “ I want that man 
out of the service ”. I suppose they could 
approach the officer and ask if he would care to 
come, but it does not mean that the officer will 
accept, and it does not mean that he will be allowed 
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to retire, necessarily. Do you remember my pre- 
decessor, Sir Charles Ottley? 

4946. Mr. Spender : Oh, indeed I do. 

Sir Maurice Hankey : You remember he went 
to Armstrongs. Well, a long time elapsed during 
which it was being considered whether he would go 
or not, but he was a retired officer, and so he was 
his own master in that respect j but I do not think 
that just any officer, a rising young officer that was 
asked to go to an armament firm would go. I think 
the service w’ould probably refuse to let him go. 
If he had a good career in front of him he 
probably would not accept to go ; but it is reaRy 
a matter of arrangement, and the vast majority are 
retired officers. 

4947. Mr. Spender : I do not want to press that par- 
ticular point. It is one which naturally does 
interest us. In general, Sir Maurice, your evidence 
is extremely interesting to us, and if we do not 
cross-examine it all you will not suppose that we 
have not got ideas in our minds, and that we accept 
it all. 

Sir Maurice Sankey: Oh, no, it is the last 
thing that would enter my head that a Royal Com- 
mission should accept because they do not examine. 
I only ask, and I ask very humbly, that the con- 
siderations that I have put before you will be fairly 
weighed, as I am quite certain they will, with other 
considerations and different points of view. 

4948. ilfr. Spender: I think your communication 
has been most enlightening to us in many respects. 

Sir Maurice Sankey : Thank you very much. 

4949. Mr. Spender: May I just ask one or two 
points? The everlasting Mulliner case — if I under- 
stand you aright, we both have been through it at 
the time? 

Sir Maurice Sankey: Yes. Sir Oswyn 

Murray, tlie Secretary to the Admiralty, is here 

4950. Mr. Spender: Oh, I simply wanted to put it 
into form. You see, we have had Mr. Lloyd George 
upon it, and we have had you upon it, and if we 
can just clear it up and get it out of the way it might 
be useful. Your view is that substantially, whether 
the Admiralty got its information from Mr. Mulliner 
or from its own Intelligence Department, or what- 
ever was the case at the time, its intelligence was 
accurate ? 

Sir Maurice Sankey : Yes. 

4951. Mr. Spender : Would I be wrong if I said that 
the accuracy of its information has since been con- 
firmed by the German documents? 

Sir Maurice Sankey : I could not confirm 

that. 

4952. Mr. Spender : Well, I think that is so. 

Sir Maurice Sankey : I could not confirm 
that, but I can produce some evidence that did con- 
firm the truth of Mulliner ; but I am not sure if Sir 
Oswyn Murray would not do it better. 

4953. Mr. Spender: At the conference at Berlin, 
much to the embarrassment of the German 
Ambassador, who had been instructed to tell us that 
there was nothing in this scare of ours, it was re- 
vealed to the Ambassador that there was another 
programme in contemplation. He had been in- 
structed to tell us that there was nothing in con- 
templation beyond the programme of 1908. It was 
then laid out to him that there was another pro- 
gramme in contemplation, and that the gun mount- 
ings were no doubt for the second programme, so 
this second programme required a second programme 
on our part, which was the programme of 1913. 
Now, we came to the conclusion in the autumn of 


1913 not that our previous programme was exces- 
sive, but that it was not enough. Is not that so? 

Sir Maurice Sankey: I think so. 

4954. iUr. Spender: That was so. There was the 
programme of 1914. The programme of 1909 had 
actually to be added to. 

Sir Maurice Sankey : You remember we were 
to have a 60 per cent, margin. That was the ap- 
proved margin over the German fleet, and we 
actually had got below that. 

4955. Mr. Spender: And no one could say that we 
had an excess of battleships? 

Sir Maurice Sa/nkey : No, not possibly. 

4956. ilfr. Spender: That was the case up to the 
Great War, that we had the 1909 programme alleged 
to be manoeuvred by Mulliner that had to be added 
to by another one at the end of 1913, and the two 
together were not found to be excessive when the 
War came. 

Sir Maurice Sankey : Yes. 

4957. Mr. Spender-. That would be true, would it 
not? 

Sir Maurice Sankey : That is true. I do not 
know if I am going to be asked any questions about 
Mulliner, but I did rather refrain this morning from 
confirming that statement. 

4958. Sir Philip Gihhs : I rather wanted to ask yon 
one or two questions about that. 

Sir Maurice Sankey -. Very well, then I will 
reserve the point until I am asked. 

4959. Mr. Spender : There is one point more that 
occurs to me. It has been suggested to us that the 
money spent on Dreadnoughts, which was diverted 
to Dreadnoughts owing to Mulliner, ought to have 
been spent on destroyers, cruisers and minor craft. 
There was no kind of alternative idea, was there, in 
those years, in either 1909 or 1913? 

Sir Maurice Sankey : No, there was not an 
alternative at that time. 

4960. Mr. Spender : There was no choice between 
the one and the other? 

Sir Maurice Sankey: No; I think it is per- 
haps that looking back in the wisdom of after events 
the witness you quote thinks the money would have 
been better spent. It is a very arguable proposi- 
tion. You see, the fleet was our great mainstay 
against invasion, and invasion then was taken rather 
seriously. Well, when the War broke out there was 
the great question whether the Expeditionary Force 
should be allowed to go abroad, and, as you know, 
four divisions went first, and then before the end of 
August a fifth division, and then another division 
a little later, and I think if those extra battleships 
had not been there Lord Kitchener, who was always 
a little anxious about invasion, probably would have 
hesitated; and what effect that would have had on 
the course of history I do not pretend to say, but it 
would certainly have bad a great effect on the govern- 
ment’s decision at that time. 

4961. Mr. Spender: And also, broadly speaking, un- 
less we had had this supremacy in battleships it 
would not have been of much use to have the minor 
craft? 

Sir Maurice Sankey : No. I personally agree 
with you. Of course, there is always robm for dif- 
ference of opinion. 

Mr. Spender : That is all I have to ask. 

4962. Sir Philip Gihhs : Shall I take that point 
about the Mulliner case? 

Sir Maurice Sankey : Yes. I am not sure that 
you had not better address it to Sir Oswyn Murray, 
as he is here. • 


Sir Oswyn A. R. Murray, G.C.B., Secretary to the Admiralty, called. 


4963. Sir Philip Gibhs : May I ask you whether the 
information which Mr. Mulliner gave to the Ad- 
miralty amounted in the first instance to the fact 
that he had seen four or five planing machines and 
one rather special lathe? Did it amount to more 
than that? 


Chairman : I think that is the evidence. 

Sir Mauiice Hankey : I am not sure, really, 
that that point is not answered in Sir Charles 
Ottley’s memorandum. 

• Sir Oswyn Murray: The first information 

which Mr. Mulliner brought to notice in 1906, was 
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in a letter addressed to General Haddon, who was 
then Director of Artillery at the War Office, which 
mentioned that Krupps had filled up the output of 
all the big machine tool makers for the next year or 
two, and that it was estimated at the present time 
they were expending at least a further three millions 
in addition to the immense works they already pos- 
sessed. 

“ Their whole scheme seems to be speed of pro- 
duction. For instance, they are making immensely 
powerful lathes which will bore and turn a 12-incb 
gun simultaneously, which they estimate will save 
at least one-third of the time. I also hear that 
114 cranes are being made for these extensions. 
They seem to have ordered five machines for turn- 
ing up the roller pads <and turntables for very 
large mountings, each of these machines costing 
£5,300. There is nothing nearly so good in this 
country ”. 

Those are the particular details which he mentioned 
in his first letter in 1906. 

4964. Sir Philip Gibbs : Then he says himself, I do 
not know with what truth, that between 1906 and 
1908, “ I had many interviews with the principal 
.Admiralty officials respecting the information which 
had come to ray knowledge, and I was able to supply 
proofs of my assertions”. May I ask you whether, 
at the same time, he was asking you for orders 
for the Coventry Ordnance Works? 

Sir Osuypn Murray : The next record we have 
of information received from Mr. MuUiner was in 
1908, when he paid a visit to the Director of Naval 
Ordnance and gave further information. Between 
the time of the receipt of these two pieces of informa- 
tion the Naval Attache at Berlin had been asked to 
investigate the correctness of the information. In 
fact, the minute of the then Controller on Mr. Mul- 
liner’s first letter is rather interesting. It was, A 
confirmation of this intelligence from an unprejudiced 
source is desirable.” Tlie Naval Attache then paid 
a visit to Krupps and made a report to the effect 
that there w'ere signs of rebuilding and reconstruc- 
tion everywhere visible which pointed to a more than 
normal expansion of the works. The next year, in 
1907, he again paid a visit, and on this occasion 
he found that the greatest reticence was displayed on 
the part of the officials, he was not able to get 
anything like a complete survey of the yard, but 
he could see that an enormous amount of recon- 
struction and rebuilding work was going on. There 
had in the meantime also been reports in the press 
about machinery being bought by Krupps from 
Sheffield and elsewhere. I think it is quite 
true that by 1908, when Mr. Mxilliner paid 
the second visit to the Admiralty of which we 
have record, or, rather, made the second com- 
munication of which we have record in the 
Admiralty, his firm was trying to get into the 
gun-mounting business with the Admiralty. The 
Coventry Ordnance Works at that time had not been 
put on the list for large gun mountings, and he was 
trying to get his firm on to it, but by that time, 1 
would ask the Commission to note, the information 
given by Mr. iMulliner had already been checked and 
very largely confirmed and added to by the Naval 
Attache and from other sources. 

4965. Sir Philip Gibbs: Thank you. Of course, this 
case of Mulliner which is rather old now is really 
of considerable importance because it might be, 
if certain facts were proved, a contributory cause to 
the Great War, and therefore of course if that were 
so it would be of very vast importance. Do not you 
agree? 

Sir Maurice Hankey: Oh, yes. You see ho,w 
seriously I took it from the first because I felt it 
was almost a key point. 

4966. Sir Philip Gibbs : I mean, although it is an 
isolated instance, yet if one man could in some way or 
other have contributed to the Great War, that 
would be of very great historical importance. Now 
you said this morning you did not think that 
Mr. Winston Cliurchill had made any reference to 


the case in his book. As a matter of fact he did. 
He said that after all this propaganda had taken 
place, which was partly inspired by Mr. Mulliner, 
according to the evidence I have in the press, then 
the controversy arose as to the number of ships 
which Germany would have, the nurnber of Dread- 
noughts in 1912; and our government, and especially 
our Opposition, seemed to believe, so we are induced 
to believe, that the Germans would have 21 Dread- 
noughts in April of 1912 whereas, I believe I am 
right in saying, they only had nine. Is that so? 

Sir Oswyn Murray : The Germans had nine in 
April, 1912, and they had 13 by the end of that 
year. 

4967. Sir Philip Gibbs : Well, you see according to 
the propaganda which was associated at least with 
the name of Mr. Mulliner — because he saw many 
Members of Parliament and so on — the Opposition 
took the view that there would be 21 Dreadnoughts 
in that year of 1912. Now Mr. Winston Churchill 
says in his book, “ There had been no secret war- 
ships nor had Admiral Von Tirpitz made any untrue 
statement.” Do you bear that out? 

Sir Oswyn Murray : It is quite true that there 
were no secret warships, and it must be remem- 
bered that the total number of ships to which Ger- 
many was building was fixed by her navy laws and 
we all knew what the number was. The whole 
question was at what speed she would build that 
total number of ships. We also knew the total 
number of ships we had got to build in order 
to have the 60 per cent, superiority which the 
government had laid down. The only question was 
at what rate we had got to build these ships. The 
position when Mr. Mulliner appeared on the scene, 
bj' which I mean March, 1909 

4968. Sir Philip Gibbs : Well, that of course was 
not his first appearance on the scene. 1906 was 
his first appearance. 

Sir Oswyn Murray : Oh, yes, but I call that 
his first appearance because that was the time 
when he had the interview with the government 
and was supposed to have influenced government 
policy. The position at that moment was that 
Great Britain had the following Dreadnoughts built 
and building. The programmes up to and includ- 
ing 1905 included four ships, the 1906 programme 
included three, one ship having been dropped from 
the programme originally proposed, as a gesture 
because of the approaching Hague Conference on 
disarmament. The 1907 programme again, the 
programme was announced to be two Dreadnoughts 
but one would be added unless the Hague Con- 
ference came to a satisfactory settlement on dis- 
armament. The Hague Conference did not do so 
and therefore the number of ships in the 1907 pro- 
gramme became three. The 1908- programme was 
announced to be only two, and there were thus 12 
ships built and building in March, 1909, when Mr. 
Mulliner was interviewed by the Cabinet. Now Ger- 
many at that moment had the following : the 1906 
programme, two; 1907 programme, three; 1908 pro- 
gramme, four; 1909 programme, which according 
to our expectations ought not to have been laid 
down but as to which wo had information that 
contracts for two had been placed in advance in 
the autumn and material for the other two had 
been collected in advance, so that the ships were 
already in a sense begun, making four. There- 
fore it was impossible to deny that at that moment 
Great Britain had 12 Dreadnoughts Miilt and 
building and Germany had 13. The govern- 
ment when they were taxed with an insufficient 
programme in 1908 had laid stress on the fact that 
we could build quicker than Germany. They ad- 
mitted that the Germans claimed that the average 
rate of building of a Dreadnought in both coun- 
tries was the same — that was about two and a half 
years — but the government claimed that we could 
cut that period down in case of need to two j’ears, 
and they did not think the Germans could. In 
1908 Mr. Asquith, who was then Prime Minister, 
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stated these facts and said that if it should ap- 
pear that the German rate of building was quicker 
than we reckoned that it would be, the government 
would take special steps to deal with the situation. 
The evidence that was obtained as to the plac- 
ing in advance of two ships and the materials 
being collected for two others, the evidence as 
to the capacity of Krupps which had been given 
by Mr. Mulliner and by the Naval Attache and 
from other sources, and also as IMr. McKenna men- 
tioned, I think in 1911, his own calculations from 
the German estimates as to the extraordinary amount 
of money that was being put down for the Ger- 
man ships of the 1908 programme, all led to . the 
apprehension that the German building was 
going to be quicker than the government ex- 
pected it to be. If that was so, considering that 
we as a rule laid down our ships in December and 
the Germans laid them down ordinarily in June but 
were now apparently accelerating the laying down 
and getting them ready in the autumn before, it 
looked as if this position, in which we had got 
12 built and building and the Germans had 13 built 
and building, was one that was going to be 
extraordinarily difficult to catch up; and the Oppo- 
sition, naturally trying to put the facts at their 
worst, drawing the inference that suited their case 
best, said, “ But suppose that the Germans always 
lay down their ships some months ahead of the 
normal date and you do not find it out until after- 
wards, as you have admitted has happened in this 
case, and suppose that the Germans always build 
as quickly as we can — that is, two years — and you 
yourselves now say that you see no reason why they 
should not” — they then calculated what was the 
maximum number of ships that Germany cotild 
get by a certain date on those assumptions, and 
got up to the 21 quite naturally on those supposi- 
tions. Those suppositions were extreme, but each 
one of them was a possible supposition and was 
based on an admitted fact that the government 
were not able to deny. 

4969. Sir Philip Gibbs : Thank you. Of course, Sir 
Maurice, from your point of view, I mean to say 
the point of view of your argument, the interest 
in this case is really political, that is to say, the 
allegation against Mulliner is that as a manufac- 
turer of arms he conducted a propaganda, you see, 
for an increase of the Fleet whether on good know- 
ledge or bad, but the point which is most interesting 
is its effect on the general situation which led to 
the Great War. Now Von Tirpitz himself in his 
Memoirs—l do not know whether you have read 
his Memoirs? 

Sir Maurice Sankey : A long time ago. 

4970. Sir Philip Gibbs •. He says that the wild 
agitation of public opinion in England due to this 
propaganda, which is the Mulliner campaign in the 
press, you know, chiefly, and also of course in the 
House of Commons, “ created justifiable amazement 
in Germany, and I was besieged on all sides for a 
big increase of Germany’s naval power.” Well, it is, 
of course, arguable that the campaign which was ‘ 
created by Mulliner, which he helped to create 
anyhow, did lead to that extreme agitation of public 
opinion and therefore led Von Tirpitz to an increase 
in the navy which might not otherwise have 
happened. 

Sir Maurice Hankey : 1 think my reply to that 
is that Mulliner really had very little part in this. 
We have heard this very interesting account from 
Sir Oswyn Murray of how the increased programme 
came to be arrived at, but Mulliner’s share in all 
that was extraordinarily small. I stand corrected 
by Sir Oswyn Murray for his greater knowledge, 
but all that Mulliner said was that in respect of a 
certain bottleneck in capital ship construction, 
namely, guns and gun mountings, Germany now 
has the means to increase; but all this information, 
all the information from Germany on which the 
programme was drawn up was quite apart from 
Mulliner altogether. Mulliner only filled up one 


gap in the .programme, in that he started in looking 
to see whether these gun mountings could be in- 
creased, and it was he— you have heard the Con- 
troller’s minute, “We must get this confirmed”— 
who started the Admiralty on their inquiries quite 
early, somewhere back in 1906, I think. But of 
course that can be confirmed from my memorandum. 
It is a very small part in the story, Mulliner’s part. 

4971. Sir Philip Gibbs : Except, you see, that his 
activities were not entirely restricted to the 
Admiralty, but he did become a sort of political cam- 
paigner; he visited, according to the information I 
have, many Members of Parliament, and that he was 
actually conducting a kind of campaign to stir up 
agitation. 

Sir Maurice San key : That was not until the 
thing was in full swing, was it? 

4972. Sir Philip Gibbs: That was later. That was 
in 1909. 

Sir Maurice Sankey In 1909. Now, you see, 
this difficulty arose in tlie Cabinet about March, 1909 
— February or March, 1909. 

4973. Mr. Spender: Earlier than that, I think. 

Sir Maurice Sankey. Even earlier? Well, I 

have been trying very hard to find out when Mulliner 
first came into the picture as a public character 
conducting a campaign. I cannot place it till the 
2nd August. That is the first date at which I can 
place it; but I think before then he had probably 
been to the Opposition Members of Parliament on his 
own particular aspect of it; but, you see, somewhere 
about then he ceased to- be the head of the Coventry 
Ordnance Works, and I have written to several 
people to try and find the date when he left, but I 
have never been able to discover it. 

4974. Sir Philip Gibbs: Accoi-ding to his own state- 
ment he says he felt bound to leave the Coventry 
Ordnance Works, because he had got ivrong .with 
the Admiralty, and that they would not give any 
orders to his works as long as he was there, and 
therefore he did resign at some date in 1909. 

Professor Gutterhlgc: I thought we had some 
evidence that he was turned out? 

Sir Maurice Sankey : iWas asked to resign. 

4975. Chairman: He was not kicked out by hi.s 
directors, because in a sense they did not wish him 
to go, except that from .a business point of view 
they thought if he did not go they would get no 
more orders. 

Professor OuUeritlge : I think Admiral Bacon 
said that. 

Secretary : He merely suggested that that was 
a possibility. He did not give us any evidence on it. 

Sir Oswyn Murray : Might I just quote from 
the Proceedings of the House of Commons, 
29th March, 1909, as indicating the very small in- 
fluence which Mulliner appears to have had in this 
matter. Mr. Balfour,, in the course of debate, 
29th March, said: — 

“ The government knew in November last that 
the Germans had ante-dated their orders. I 
should have thought that the most common 
prudence would have enjoined upon the govern- 
ment the necessity of telling the great contractors 
in this country that they must be prepared for 
larger orders. Did they do that in. December? 
Did they do it in January? Did they do it in 
February, or, did they do it in March? Why, Sir, 

I do not believe the government did it until the 
vote of censure was on the table. 

“ T/ic Prime Minister {Mr. Asquith): The right 
hon. gentleman has made a most .serious state- 
ment, and I take this opportunity of saying that 
it is absolutely without any foundation in fact. 
The orders were given in January. 

“ il/r. BaJfour: Do I understand the right hon. 
gentleman to say that in January the great manu- 
facturers who deal with gun mountings were 
informed by the government that they must make 
preparations for a large additional output of gun 
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mountings? Does the right hon. gentleman say 
that? 

“The Prime Minister: Yes. The arrangements 
were made — I cannot say the exact date, because 
I have not the papers here, but according to my 
recollection we had a Committee on the subject in 
the Cabinet; the whole matter was gone into most 
carefully; the contractors came before us, we 
entered into a full investigation of the situation, 
and the arrangements were made. 

“Mr. Balfour: Of course, I accept the state- 
ment of the right honourable gentleman, but I am 
bound to say, 1 should not be behaving candidly to 
the House if I did not, that I saw one of the great 
contractors only three days ago, and he had re- 
ceived no such notice. I will give the name to 
the government, and I am perfectly willing to 
give the name to the Prime Minister or to the 
First Lord of the Admiralty 

According to the Prime Minister’s statement to 
the House of Commons, the government warned the 
great manufacturers who dealt with gun mountings 
in January that they must make preparations for a 
large additional output of gun mountings, but it 
was not until the middle of February that Mr. 
Mulliner went to Sir Charles Ottley with an intro- 
duction from Sir Ian Hamilton, and it was not until 
March that he had his interview with the govern- 
ment, by which time the government had already, 
many weeks before, apparently, so far decided that 
this expansion of their programme, the four extra 
ships, was necessary that they had already warned 
the manufacturers of gun mountings to be ready for 
it. 

4976. Chairman : Have not we got all the facts now 
about Mulliner? 

Sir Philip Gihbs: Yes, I think we have. I 
think we have only just got them for the first time. 

Sir Maurice Hanlcey : If you would not mind 
clearing up Mr. Churchill’s book I do not think he 
refers to Mulliner as a contributory cause in it, 
does he? 

4977. Sir Philip Gihbs: I have not got his book 
with me, but I have made a note of it. He does, 
in my recollection, refer to the Mulliner case. 

Sir Maurice Hankey: He refers to the ship- 
building controversy, but I do not think he puts the 
slightest trace of Mulliner as a contributory cause 
of the War. 

Sir Philip Gibbs : No. Then he talks about 
the Opposition, the 21 Dreadnoughts, and the con- 
troversy about the secret building programme, and 
then he denies that and says that Von Tirpitz had 
no secret ships laid down. 

Mr. Spender: Mr. Churchill is saying that 
he was right in opposing in 1909, and right again 
in increasing the number in 1914. 

4971 Sir Philip Gihbs: Sir Maurice, of course, I 
wanted to ask you an enormous number of ques- 
tions, because you make an argument of almost 
every point which we have to consider ; and to some 
extent, of course, one would like to question you 
in detail on these things ; but, after all, one must 
be moderate in one’s inquiries, and therefore I do not 
want to keep you very long. 

Sir Thomas Allen: All that I would say is, 
the more questions Sir Philii) asks, the fewer I shall 
ask. 

Sir Philip Gibbs: Sir Maurice, in your general 
argument in defence of private manufacture you 
have used certain phrases about the critics of that 
system, such as that they are under an illusion, and 
that the grave abuses with which private manu- 
facture is accused are mostly figments of the 
imagination. Do not you think it is rather curious 
that some of the best brains in the world to-day 
should be convinced of those grave abuses ?^ Foi 
instance, I would mention the representatives of 
many of the great countries, including France, at 
Geneva on the disarmament committee and commis- 
sions, who do accept the fact that there are grave 


abuses, and argue a case upon that. Do not you 
think it is rather curious that this illusion should 
persist if there were no grave abuses? 

Sir Maurice Hankey : I do not think it is very 
surprising because there has been a terrific projia- 
ganda on one side and very little propaganda or no 
propaganda on the other.* That is the point of view 
I take. President Wilson was a very great man, but 
I do not think he ever really set himself down — 

I cannot find any evidence that he ever set him- 
self down — to investigate that matter, from the 
various biographies. Of course, there may be some 
grave objections that exist abroad that do not exist 
here. I do not know. 

4979. Sir Philip Gibbs : 1 was going to make that 
point. Of course, I imagine that your argument is 
confined a great deal to the British side of things — 
the British industry? 

Sir Mauiice Hankey : Yes, it is directed mainly 
to British industry ; but after going into some of 
these cases I have become so suspicious that I believe 
nothing until it is proved. 

4980. Sir Philip Gibbs : Because, of course, I do 
think it is rather important to show in the inquiries 
of this Commission that the allegations against the 
private manufacturer of arms and the traffic in arms 
are international and not national, that there may 
be very grave abuses in other countries which we 
do not share to anything like the same extent, but 
nevertheless, that is part of the general attack upon 
the private traffic in arms and private manufacture 
of arms. You would agree to that, would you not? 

Sir Maurice Hankey: That that is the attack? 

4981. Sir Philip Gibbs : Yes, that the attack is in- 
ternational rather than national. 

Sir Maurice Hankey : Well, I thought it was 

both. 

4982. Sir Philip Gibbs: Well, it is both. 

Sir Maurice Hankey: I thought it was both; 
but the thing that has bothered me all the way 
through is that there is no proof. That is why I 
say it is not substantiated, and so on. That is why 
I use those phrases. 

4983. Sir Philip Gibbs : But you use one phrase in 
connection with the state corruption of the press in 
certain countries. You use the phrase. “ It is within 
public knowledge ”, but you do not think that phrase 
might be used with regard to the abuses in connec- 
tion with the traffic in arms, that it is within public 
and world knowledge that these abuses exist? 

Sir Mau-rice Hankey : No. I do not think you 
can say so to the same extent. I am thinking of the 
many — I do not want to go very deep into this, as 
you can imagine, but one has seen uncontradicted 
statements by special correspondents in different 
countries about it. and so on — nothing ever contra- 
dicted; but I would rather not go far into that, as 
you can quite understand. 

4984. Sir Philip Gibbs: No; but I myself am rather 
curious. It seems to me rather extraordinary that 
some of the ablest men in the world to-day repre- 
senting their nations should, for something _ like 
18 years, go on pressing for the abolition of private 
manufacture of arras and the abolition, particularly, 
of traffic in arms if it were all built up on an illusion. 
For instance, as late as 1933 M. Paul-Boncour 
addresses a note prefacing an amendment to the 
British draft convention in which he says, “ There 
is no need to stress again that the French delegation 
remain faithful to the principle of the general 
abolition of private manufacture of arms ”. Have 
you any kind of idea in your own mind as to why 

* Note by Sir Maurice Hankey. — The fact that 
“some of the best brains in the world ” take a parti- 
cular view is no evidence at all of the correctness 
of that view. Some very good brains believe in 
Bolshevism, Fascism, Nazi-ism and so forth. That is 
no evidence of the correctness of these theories. In the 
case of private manufacture the “ best lirains have 
not always had unbiassed material on which to form a 
judgment owing to the fact that there has never been 
an inquiry. M.P.A.H. 26.5.36. 
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France is pressing the entire abolition of private 
manufacture? 

Sir Maurice Hankey : 1 think there is a good 
deal of politics in it, to start with. They have never 
had an inquiry, I think I am right in saying. 1 
think the Secretary would know this, but I think I 
am right in saying that the French Chamber or 
Senate turned down the idea of an inquiry some- 
where about the same time as this inquiry was 
set up. 

4985. Secretary: Yes, there was a motion in the 
French Chamber for an inquiry by the Socialist 
party which was made a question of confidence by 
the French government, and it was rejected. 

Sir Maurice Rankey: It shows that there are 
two points of view in it. The French government 
of that day would not have it gone into, even. 

4986. Sir Philip Gibbs : Now I notice in your 

general summary on Part VII you say, under (c) ; 

“ Belgium, Bulgaria, Cuba, Egypt, Latvia, Nor- 
way and Poland considered that private manufac- 
ture was open to the objections previouslj’ 
enumerated, and South Africa raised other 
objections.” 

Sir Maurice Rankey : Yes, that is right. It 
it a repetition of paragraph (&), is it not? 

4987. Sir Philip Gibbs : Well, that ought to include 
France, because I have just read you out the latest 
statement by M. Paul-Boncour. 

Sir Maurice Rankey : It should include 

France, should it? 

4988. Philip Gibbs : Yes, I think it ought to 
include France, because according to the very latest 
information France is still pressing for the abolition 
of private manufacture, and anyhow her last delega- 
tion did do so at Geneva. 

Sir Maurice Rankey : Well, this was some time 
ago, this questionnaire, and I am not sure that the 
French government of that day were in that mood. 

I do not think they were. I got this information 
from the branch in the Foreign Office that deals 
with these things, and unless it is a misprint I 
should very much doubt if they should be included. 
That, apparently, is 1925, and French governments 
change rapidly and they take different views on 
these things. 

4989. Sir Philip Gibbs : Well, I will ask you whether 
you think there has been any inconsistency in the 
views of the British government relating to this 
subject. In that statement you read in which you 
pointed out that the British government has never 
really accepted that there were grave abuses against 
the private manufacture and trade in arms, it seems 
to me extraordinarily inconsistent with the fact that 
the British government have sent representatives to 
these various commissions dealing with this subject, 
and have actually accepted from time to time very 
strict limitations on manufacture and trade in arms 
like the 1925 Convention and like their acceptance 
of the American draft convention. Does not it 
occur to you that it is an admission that something 
is wrong with this traffic? 

Sir Maurice Rankey : No, I do not think there 
has ever been the slightest admission. I think the 
government’s policy has always been one of control. 
You were told all about that by the Foreign Office 
representative, and you know at Geneva there has 
to be a good deal of give and take, and results are 
always the result of compromises, some people want- 
ing one thing and some people wanting another. I 
am quite certain of this, that no British representa- 
tive has ever gone to Geneva with instructions to 
take exception to private manufacture. I am quite 
sure of that. 

4990. Sir Philip Gibbs : Are you equally sure about 
the traffic in arms? 

Sir Maurice Rankey : The arms traffic— we 
have always fought very hard for the convention. 

It is really the thing we have driven very hard, the 
convention on traffic in arms. I make a distinction 
between ^ the traffic in arms, which I am not very 
well up in, but which is, I suppose, to prevent arms 


getting into the hands of backward peoples, and the 
ordinary trade in arms between civilised nations. 

4991. Sir Philip Gibbs: Would you admit that there 

are a great many brilliant minds who do see objec- 
tions in this traffic in arms, and also in the private 
manufacture? Would you go so far as admitting 
that? ^ 

Sir Maurice Rankey: I should like to give 
them my memorandum and ask them their views 
then. 

4992. Sir Philip Gibbs : There is one point iu con- 
nection with that that I want to ask you, and that 
is, you say that Lord Wester Wemyss was not the 
author of that memorandum, and it was not adopted 
by him, that memorandum which advocated the 
prohibition of private manufacture? 

Sir Maurice Rankey: Yes. 

4993. Sir Philip Gibbs: You say it was not adopted 
by Wemyss. Now, my information is— as a matter 
of fact, it is actually taken out of the life of Lord 
Wester Wemyss by his wife— is that he asked Mr. 
Dawson to draw the memorandum up. 

Sir Maurice Rankey: I do not think there is 
anything inconsistent in that. He might have asked 
him to draw it up. A man comes to you with a 
novel proposal, and you say, ” Put it on paper.” I 
constantly do it myself ; but it does not mean in 
the least that I agree with bis proposition. 

4994. Sir Philip Gibbs : Well, of course, in Lady 
Wester Wemyss’s book— I do not want to read long 
passages— she shows very clearly that he felt very 
violently about this private manufacture of arms. 

Sir Maurice Rankey: I knew Lord Wester 
Wemyss a very long time. He was a very old 
friend of mine. I was in the Mediterranean Fleet 
with him in 1908, and we had been very friendly 
there, and we were always friendly aftenvards, and 
I have not the faintest recollection of his ever ex- 
pressing any views on this particular subject, though 
I saw a great deal of him. 

4995. Chairman : Can you get any forrader witJi 
it? You have got the two views. 

Sir Philip Gibbs : Except that it is important 
in this respect, that you have definitely stated 
in your memorandum here that Lord Wester Wemyss 
did not back that memorandum ; but certainly so 
far as his wife’s knowledge goes he did back it 
before, and curiously enough afterwards. 

Sir Maurice Rankey: Well, perhaps I raitrht 
call upon my ally again. Perhaps Sir Oswyn Murray 
can throw some light on this. 

4996. Chairman: We shall not clear it up. I mean 
there is this difference of view, apparently. Her 
ladyship did take one view and it is not the view 
which you have put forward. 

Sir Maurice Rankey: My point, Sir John, 

IS that the last view expressed by Admiral Wemyss 
and expressed with great precision and followed by 
forceful action at the Peace Conference, was the 
view that I have given you, stated in a solemn 
memorandum in which the Admiralty took the 
initiative, and_ which was signed by the chiefs of staff 
or their deputies in London, and that was his latest 
expression of view. 

4997. Sir Philip Gibbs: Of course, Lady Wemyss 
s^s that owing to the opposition of the Admiralty 
o^ials, and to the controversy it aroused, and many 
difficulties, he abandoned the effort to get this thing 
put forward at the Peace Conference, and regretted 
it afterwards. 

Sir Oswyn Murray: I think I went through 
all the phases of the discussion of these questions 
at the Admiralty at the close of the War, and 
I have certain records from which I am able to 
refresh my memory. I think there is no doubt 
that when he first approached this question at 
the end of the War Lord Wester Wemyss had a 
feeling in favour of nationalisation. I find in our 
first notes of the first preliminary discussions wo 
had on a number of subjects that we thought likely 
to arise at the Peace Conference, a note which 
says “ C.N.S.”— that means Lord Wester Wemyss— 
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‘‘ considers armament factories should be nationalised 
in all countries.” That preliminary expression of 
views was followed by a number of meetings at 
which the subject was probed more carefully, and 
various opinions were put forward, and at one 
stage in. that further investigation there is no doubt 
that Lord Wester Wemyss circulated to us all the 
Harbutt-Dawson memorandum. I have a note 
there, recording ' that Lord Wester Wemyss said 
he would like to • circulate a memorandum look- 
ihg at the subject from rather a different point 
of view, and that memorandum, when it came 
round, was the Harbutt-Dawson memorandum. It 
had Harbutt-Dawson’s initials on it ; it had his 
writing on it and it bad certain passages in it 
which Ladj' Wester Wemyss has omitted from her 
version of it, because she felt instinctively, I think, 
that Lord Wester Wem 3 'ss would not have stood 
by them. One was an expression of personal feel- 
ing towards Mr. Lloyd George which was exactly 
the opposite of what Lord Wester Wemj'ss’s real 
feelings were known to be, and the other was 
an apology for the expression of views on such a 
technical subject by an untechnical man, which, of 
course, it would have been ridiculous for Lord 
Wester Wemyss to include in his own paper; but 
that was the form in which the paper went round 
and was discussed. 

Sir Maurice Hanlcey : The for'm in which it 
was discussed included the paragraphs that you 
have referred to ? 

Sir Osioyn Murray: Yes. I sent you a photo- 
stat of the thing exactly as it went round, and 
ib had those quite amusing x>&ssages in it — amusing, 
I mean, if they were put into Lord Wester 
Wemyss’s mouth. Well, this was merely one of 

a number of memoranda that were presented at 
the time while we were trying to make up our 
minds on subjects that were rather new to us.' I 
remember somebody answered Mr. Dawson’s memo- 
randum, and Mr. Dawson again furnished another 
memorandum answering that, and so it went on; 
but eventually, when we came to close grips in 
the sub-committee which was considering the ques- 
tion and drew up a report, there is no doubt that 
I;ord Wester Wemyss concurred in the report which 
was drawn up, which was contrary to nationalisa- 
tion. He presided, in the absence of the First 
Jjord, at the meeting of the Board where that inemo- 
randum was ratified as the final opinion of the 
Admiralty, and afterwards, in Paris, as Sir Maurice 
Hankey has pointed out, he joined with the re- 
presentatives of the Army and Navy in circulating 
a memorandum very strongly against it. I be- 
lieve he regretted ■ very much that his common sense 
and intelligence forced him to take a view which, 
from a sentimental point of view, he would much 
rather not have taken. 

4998. Sir Philip Gibbs: Thank j’ou. Well, Sir 
Maurice, I think perhaps I will withdraw nearly 
all my questions, because it is getting late, and I 
do not want to tire j’ou at all; but ma^’ I just 
ask you one or two general points on yoxir argu- 
ment. Are j'ou in favour, as a matter of fact, 
of a stricter government control of the private 
manufacture of arms? 

Sir Maurice Hanhey : I have dissociated my- 
self from control. You had the expert there, and 
T do not really feel that I am competent, nor that 
if is quite appropriate that I should express a view 
on that. 

4999. Sir Philip Gibbs: All right. Then another 
general qiiestion, and it is this. Is not there already 
a tendency to restrict the private manufacture of 
arms and place it under government control? Are 
not the provisions of the White Paper, as a matter 
of fact, to some extent a denial of free private manu- 
facture as was carried on in the old days before the 
War? 

Sir Maurice. Hankey: I do not think so. Of 
course, temporarily, while 3 ’ou have got a great rush 
of orders, it may be that the firms are less free than 


they were before to carry out foreign order's, but 
one has got to take rather long views on this, and 
look to the time when things are restored to a more 
normal state, and I hope more peaceful conditions, 
and then I should imagine that the industry would 
revert. 

5000. Sir Philip Gibbs : Would you agree that in 
time of war there is no such thing as private manu- 
facture? 

Sir Maurice Hankey : Well, of course, it will 
all be very much under' government control, yea. I 
think that is so, probably in pretty well every 
country, too. 

6001. Sir Thomas Allen: I will confine myself to 
asking you three questions by way of elucidation 
and to satisfy my own mind. Frequently you 
emphasise the word “ co-operation ”, and its im- 
portance with regard to developments that are now 
proceeding. Would you define to us what you mean 
by co-operation? 

Sir Maurice Hankey : It is a rather big ques- 
tion, is it not? You mean co-operation between the 
government and industry? 

5002. Sir Thomas Allen: You pointed out that the 
solution was co-operation rather than nationalisa- 
tion, and the difficult}' in my mind is your interpreta- 
tion of co-operation. 

Sir Maurice Hankey : I know exactly what I 
mean. I saw it in operation the other day on board 
the Queen Mary. I 'told you I went to the engine 
room, and there was there a very high official of the 
Admiralty and then there was a very high official of 
the firm, and one of those — I do not know which it 
was— told me that they had been co-operating for 
years, that is to say the firm had built the engines 
for warships and the Admiralty official had, of course, 
had to co-operate in that — warships. There had had 
to be close contact, so that they knew one another 
well and knew one another’s mentality and could 
come to one another for help, if necessary, in the 
problem; and I think the same thing is going on 
very much in the development of the Air Force be- 
t'w'een the Air Ministry and the firms, the inspectors 
and people who get to know the firms. You can see 
it. It is described in one of the annexes to my 
first memorandum. It is the last annex to the long 
paper on private manufacture in the War. You 
remember there is a long appendix on that, and to 
that there is an annex, and the last annex is by 
the air historian, and I think he shows how the 
co-operation worked there between the Admiralty 
and the War Office respectively and the firms. I do 
not think I can define it much more clearly. It is 
a thing that has got to develop itself. 

5003. Sir Thomas Allen: Would you view co-opera- 
tion in this aspect? Personally, I have been asso- 
ciated with co-operation all my life, and it has always 
borne the elements of partnership, sharing interests, 
sharing profit, mutuality. Where is the mutuality 
or the sharing of profits under the new defence 
scheme? It is simply an extension of the old system 
where one makes the profit and the other pays the 
price. There is no sense of co-operation at all, as I 
understand it. 

Sir Maurice Hankey: If I buy a house or 
make an extension to my house or build a house 
I try and co-operate very closely with my architect 
and my builder, because that is in the ordinary way 
of supply and demand. I am very anxious to get 
the house built exactly as I want it, and therefore 
I make a point of having the very closest contact. 
Well, surely it is the same relation between the 
service department that is ordering the ship or the 
aeroplane or the gun and the firm that is making it. 

5004. Professor Gutteridge : I am wondering whether 
you do not reallj' mean “ collaboration ”. I was a 
little puzzled “when j'ou said “ co-operation ”; but I 
take it that you mean collaboration. 

Sir Maurice Hankey: I will accept the word 
“ collaboration ”. Of course, the word “ co-opera- 
tion ” bears a rather technical meaning, especially 
to Sir Thomas Allen. 
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5005. Chaii'man : It is the opposite of working at 
arms’ length? 

Sir Maurice Rankey : Yes, that is it. 

5006. Sir Thomas Allen : There was one case that 
you submitted with the light of knowledge and the 
facts that were known inside the government ser- 
vices. What I was wondering was, have you any 
first-hand knowledge of the arms supply difficulties 
of war-time as evidenced by the witnesses to whom 
you reply? 

Sir Maurice Rankey : Yes, of course, this ques- 
tion used to come up at the War Council, and I was 
in very close contact. I was secretary to that. I 
was keeping all the minutes of it, and I was really 
in daily contact with Mr. Lloyd George and Mr. 
Balfour, who was taking a share in it at the outset. 
I was not, of course, in the Ministry of Munitions 
when it started, but I had a very close contact. At 
that time the Committee of Imperial Defence was 
not being used very much; it was gradually being 
replaced by the War Council, which became a war 
expression of the Committee of Imperial Defence, 
but there was a short period in which both were 
being used to some extent, and as a matter of fact 
that subject got passed over at a certain stage from 
the Committee of Imperial Defence to the War 
Council; but as I was secretary of both I had the 
contact right through. 

5007. Sir Thomas Allen : I was very much interested 
in your historical survey, and I thought perhaps you 
could extend that survey and help us in this direc- 
tion, to tell us, if you could, how Woolwich came 
at all into existence? It is rather important for us. 

Sir Maurice Rankey : I should have to get 
somebody else to do that. This has been a terrible 
tax on me, doing all this evidence. I have done a 
vast amount of it myself. 

5008. Sir Thomas Allen: You have gone a very long 
way back. I thought you might have gone a little 
nearer and told us the reasons w'hy Woolwich was 
established ? 

Sir Maurice Rankey. I dare say one would 
find it somewhere. I will have a look round if you 
like, or I will ask someone to have a look. 

5009. Professor Gutteridge- I understand that it 
must be some time ago, because the badge of the 
Army Ordnance Corps, you remember, the old- 
fashioned gun with the three cannon-balls was said 
to date back to the old days of Woolwich, and we 
were always given to understand that that badge 
was at least 200 years old. 

Sir Maurice Rankey : Oh, I have an impression 
that it goes a good way back. 

5010. Sir Thomas Allen: Just one final question I 
would like to put to you. Private manufacture, in 
its final analysis, to my mind is the shifting of an 
obligation which is a proper function of government. 
You would not agree with that — shifting the burden 
on to other shoulders which the government should 
undertake itself, at whatever risk and at any cost? 

Sir Maurice Rankey : Well, as a philosophic or 
economic proposition I am really not sure, and I 
should have to think about that. I could not express 
an opinion off-hand on a point like that. I do not 
think my opinion would be valuable. 

5011. Professor Gutteridge : I was going to put one 
or two questions to you on the matter of neutrality, 
but I will refrain from doing so at this late hour, 
because I think you agree with me that the thing 
at the present moment is rather in a state of flux? 

Sir Maurice Rankey : Yes, absolutely, 

5012. Professor Gutteridge : And nobody cay say at 
the moment whether neutrality exists or not? 

Sir Maurice Rankey : No. 

5013. Professor Gutteridge : There was also that 
further question about the trade in disused arms, but 
I had that out yesterday with a representative of the 
War Office, so I think I can spare you that, too. 

Sir Mav7ice Rankey : I asked them to take it 
on. 


5014. Professor Gutteridge : Yes, they told me what 
I wanted. May I conclude by handing down a modest 
contribution to the history of the subject. It is the 
earliest reference I have been able to find, in Azo’s 
Summa, which is a law book of the thirteenth 
century, in which people who manufacture arms are 
said to pursue an honourable calling. 

Sir Maurice Rankey: There is a lot of stuff in 
the history, but it is not worth bringing here. 

5015. Sir Kenneth Lee : You said in reply, I think, 
to Sir Philip Gibbs, that in time of war a different 
situation would arise. I presume, then, you would 
be contemplating that in the next war manufac- 
turers would draw a red line across their books and 
they .would be controlled afterwards in quite a 
different way from the way in which they were con- 
trolled in the previous war, that they would be under 
quite different discipline? 

Sir Maurice Rankey : I would not like to say 
exactly, because, you see, it all turns on what the 
control was at the end of the war. This business 
had been very carefxilly studied; but how it will com- 
pare with the last war I should not like to say. 

6016. Sir Kenneth Lee : One of the great objections 
was, surely, the very high wages that were being 
paid to men in this country hy private manufac- 
turers, and the conditions of the men who were in 
the fighting forces. 

Sir Maurice Rankey: Yes. 

5017. Sir Kenneth Lee : Well, is it your view that 
they would be put on the same conditions as the men 
in the fighting forces? 

Sir Maurice Rankey: Oh, I cannot answer 
that, and I do not think it would be wise to try and 
answer that, either. 

5018. Sir Kenneth Lee. : It would do away with a 
good many objections, would it not? 

Sir Maurice Rankey : It might bring other ob- 
jections. I do not want to be drawn into a public 
discussion of that. 

5019. Sir Kenneth Lee : If everybody from top to 
bottom was treated as if they were under military 
discipline, would not a great many of these objec- 
tions that have been put before us fall to the 
ground ? 

Sir Maurice Rankey: That is what you call 
industrial conscription? 

5020. Sir Kenneth Lee : Yes. 

Sir Maurice Rankey : That was often discussed 
in the War, and we did come very near it once in 
principle, hut I should not really like to express 
any opinion on industrial conscription. All these 
things depend so tremendously upon public opinion, 
do they not, towards the war. 

5021. Sir Kenneth Lee : Do you think we could fight 
another war on the same conditions as the last war? 

Sir Maurice Rankey : You mean the conditions 
at the beginning or the conditions at the end? 

5022. Sir Kenneth Lee: No; the conditions where 
some men in this country were getting £20 a week 
and other men were in the trenches. 

Sir Maurice Rankey : Those are problems 

which are very much under consideration, the 
Minister for Co-ordination of Defence has these things 
very much before him, and I should not like to say 
anything. 

5023-. Dame Rachel Growdy : You have reiterated a 
good deal through your second memorandum, and as 
far as I remember in your expose to-day, that there 
has never been a real investigation into private 
manufacture, and therefore the fact is not estab- 
lished that there are grave objections? That has 
been a point of yours, has it not? 

Sir Mawice Rankey : Yes, that this really is 
the first investigation in this country. 

5024. Dame Rachel Crowdy : Would you agree that 
to make such an investigation thoroughly proper, 
in order to hear the private manufacturers whose 
cause you feel you have to espouse very warmly, a 
thorough investigation should have the right to take 
evidence on oath, to subpoena witnesses, and that 
the power of search should be given into the files of 
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all the naval shipbuilding firms, aircraft firms, 
Vickers-Armstrong’s, Imperial Chemicals, etc., etc.? 
Would you feel in favour of such an investigation, 
because that, of course, would settle the question, 
perhaps, completely? 

Sir .if atmce Hcunkey : I think that is not 
really a matter on which my opinion is worth any- 
thing at all. Of course, if you did that you might 
have to investigate and search the hooks of the 
other side and see how they were concerting their 
arrangements, if they were, and how they got their 
information, and if it was really from reliable 
sources. I think you open a very big question if 
you are going to do that; you have got just the 
same information from me as you would have got 
if I had been on oath. I have given exactly the 


same meticulous care to this work as if I had been 
on oath. 

6025. Dame Backel Growdy : But files, of course, show 
a certain amount, do they not? I mean, that is 
shown by the American investigation? 

Sir Maurice Hanlcey: They might. 

5026. Dame Sachet Crowdy : Would you think that 
an international investigation of that kind would 
be good? 

Sir Maurice Hankey : No, definitely not. I 
think it would make a lot of ill-feeling. 

5027. ChaiTmum: 1 think that is all, Sir Maurice, 
and 1 wish very sincerely to say that we are greatly 
indebted to you for your assistance. 

Sir Maurice Hankey : I am very grateful to 

you. 


{Adjourned.) 
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PART I 


PREFACE. 

In my first Memorandum of Evidence I sought in 
a constructive spirit to show how important and, 
indeed, essential to Imperial Defence is the existence 
of private manufacture of and trading in arms and 
munitions of war. 

2. The Royal Commission, however, has received 
a great deal of evidence in favour of the prohibition 
of private industry and the establishment of a state 
monopoly on grounds covering an entirely different 
field from my main evidence. 

3. In the present Memorandum my object is 
to examine this evidence from a general rather than 
a technical point of view. 

SYNOPSIS. 

4 . This evidence begins with some historical notes 
(Part 11) which show that the historical foundation 
of the case against private manufacture is extremely 
weak. The strictures in Article VIII, paragraph 5, 
of the Covenant are demonstrated to rest on no 
examination of the question by any international 
or national authority. It is shown in the same 
section that the Temporary Mixed Commission of 
1921 took no evidence, and that its six points against 
private manufacture were neither “ charges ” nor 
“conclusions,” but merely a catalogue of objections 
that had been raised, on which the Commission itself 
expressed no opinion. This should enable the Royal 
Commission to dispose once and for all of a mis- 
representation that has been spread all over the 
world. Part III contains general observations on 
the case against private manufacture as made both 
in public proijaganda and in evidence before the 
Royal Commission, and comment is passed on the 
efforts to create prejudice, the lack of balance and 
perspective, the vagueness, exaggeration and in- 
accuracy of much of the evidence though there are 
conspicuous exceptions. In Part IV the general 
case against private manufacture and trade is 
examined. The argument that public opinion is 
opposed to private manufacture is first taken up, 
and it is shown that public opinion has been misled 


by tendentious propaganda. Private industry as a 
cause of war and unrest is next examined, and, by 
reference to wars extending well over a century, 
including the Great War, it is suggested that, com- 
pared with other causes, the influence of private 
manufacture was always negligible, and that this is, 
if possible, even more true at the present day. In- 
deed, the theory is a mere figment of the imagination 
of its opponents. 

5. In Part V the detailed criticisms of private 
manufacture of arms and munitions are taken up 
in detail, including the principal illustrations in the 
evidence, and submitted to searching scrutiny in the 
light of the actual facts and the surrounding cir- 
cumstances. As far as possible the evidence is 
grouped round the six points of the Temporary 
Mixed Commission, but other points are also dealt 
with. This part covers such points as the alleged 
incompatibility of public duty and private interest 
in private arms manufacture; profit out of war; 
fomenting war scares ; dissemination of false reports 
(including a minute examination of the Mulliner 
case); interference in Disarmament Conferences (the 
“Shearer” case); bribery and corruption; the 
employment of British ex-government servants in 
private manufacture; influencing the press; solicita- 
tion; armament rings and trusts; prolonging wars 
and supplying both sides (Bolivia-Paraguay) ; and 
the alleged inefficiency of private industry. The 
net result of this examination is to show that most 
of the charges in the list are not even seriously 
preferred against British private manufacture, and 
that, when they are preferred, they usually have no 
validity. Against foreign private manufacture suffi- 
cient evidence is rarely available to prove the 
charges, and the facts are often obscure. But in 
practically every instance it is shown that, whether 
evils exist or not to any appreciable extent under 
the present system, as great or worse evils would 
be introduced under a system of state monopoly. 
Many of these points required exhaustive research, 
the results of which are set forth in Annexes — some 
of them of considerable interest. 

6. The Memorandum concludes with a summaiy 
and a general conclusion. 


PART II 


HISTORICAL. 

7. So far as my inquiries enable me to judge, no 
serious attempt has yet been made to study the 
question before the Royal Commission in the light 
of past history, and I myself have neither the time 
nor the inclination to fill the gap. From time to 
time, however, I have, in the ordinary course of 
reading, lighted on examples from history that bear 
on the question. 

8. The earliest such example is taken from the 
history of the Crusades in the twelfth and thirteenth 
centuries, when some of the Popes of Rome sought 
to prohibit trade in arms with Moslems. The episode 
might be of incidental interest to the Royal Com- 
mission as an early example of the difficulties in 
securing whole-hearted international co-operation in 
such matters. A brief note of the matter is attached 
in Annex I — bxit I do not pretend to have devoted 
much research to the episode, which is submitted 
as a matter of interest rather than as serious 

evidence. 


The origin of Article VIII, paragr.\ph o, of the 
Covenant. 

9. For the purposes of the Royal Commission it 
will probably suffice if the historical aspects of the 
question are taken up from the point where the 
first proposal was made to deal with private manu- 
facture and trade in the Covenant. The point is not 
without importance, as the imputation of “ grave 
objections ” in the Covenant of the League of 
Nations is the real foundation of the case against 
private manufacture of and trading in arms and 
munitions of war. 

10. It seems desirable that the Royal Commission 
should be informed by someone who was present at 
the Paris Peace Conference as to how far this 
“ responsible international authority ” and those 
who composed it did in fact investigate the matter 
before indicting as “ open to grave objections ” an 
industry which had, during the preceding four years, 
saved the Allies from defeat and disaster. I have 
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therefore investigated the matter in some detail, and 
the results are attached in Annex II. They confirm 
my own recollection and have been checked by some 
of the British official participants in the League of 
Nations Commission of the Paris Peace Conference. 

11. It will be seen that, so far as the available 
records go, there never was any investigation at all 
by any international or national authority and no 
evidence was taken as to the supposed objections 
and evils. The idea of prohibiting private manu- 
facture and trade was an American one taken uip 
by President Wilson, apparently rather against the 
views of some members of his own Delegation : 
though General Smuts had given some support to 
the idea in his paper on the League of Nations of 
December, 1918, its inclusion in the Covenant was, 
generally speaking, not supported by the British 
Delegation at the Paris Peace Conference; they had, 
however, to meet the persistent pressure from 
President Wilson to include prohibition and, after 
several efforts to drop out all reference to the 
subject had failed, their efforts were directed to some 
less drastic treatment. Eventually a strong case 
against prohibition of private manufacture was pro- 
duced by the British Defence Departments (see 
important Note below), which seems to have convinced 
those of our own Delegation who were concerned in 
the Commission on the League of Nations; and the 
form in which private manufacture is now dealt with 
in the Covenant was proposed by the British Dele- 
gation as a compromise and adopted by the Con- 
ference. But from first to last no serious attempt 
was made, so far as the records available to me go, 
to investigate the “ grave objections ” or to take 
evidence on the subject. 

Note on Admiral Lord Wester Wemyss' opinion. 

I invite the attention of the Royal Commission 
to the fact that the Memorandum by the Defence 
Services against prohibition, dated 7th February, 
1919, was signed on behalf of the Admiralty by 
Admiral Wemyss, the First Sea Lord. This dis- 
poses of the suggestion made by Mr. Noel Baker 
(10th Day, page 230) and other witnesses, on the 
strength of a Memorandum circulated by him to 
the Board of Admiralty in December, 1918, that 
Admiral Wemyss was in favour of the suppression 
of private manufacture. The facts are set forth 
in a letter dated 4th November, 1935, from Sir 
Oswyn Murray, the Secretary to the Admiralty, 
which is attached in Annex III. From this it 
will be seen, inter alia, that Lord Wester Wemyss 
was not the author of the Memorandum, as stated 
by Mr. Noel Baker; on the contrary, it was written 
and initialled by a Mr. W. Harbutt Dawson; that 
it was never circulated over Admiral Wemyss’s 
initials or adopted by him in any way; that it 
was merely circulated to the Board as one of many 
memoranda expressing different points of view on 
a number of the new problems that were arising; 
that, although the Admiral had approached the 
question with a feeling against private manu- 
facture, he took part in an Admiralty Committee, 
at which the form in which the Admiralty’s views 
were to be stated were discussed and settled, and 
he presided at the Board Meeting when these con- 
clusions were ratified. In addition, as already 
mentioned, he signed the Memorandum by the 
three Defence Services a month later. I therefore 
invite the Royal Commission not to accept the 
suggestion that Lord Wester Wemyss’ considered 
judgment favoured the suppression of private 
manufacture of arms and munitions of war. 

The Temporary Mixed Commission, 1921. 

12. At the Paris Peace Conference private manu- 
facture had been found guilty of “ grave objections ” 
without being heard and without even the semblance 
of a trial. As the Covenant contained the indictment 
it was the duty of the League of Nations, when 
established, to investigate the alleged evils. The 
task was remitted to the Temporary Mixed Com- 
mission. This inquiry, again, is of some importance 
to the investigation of the Royal Commission for the 
reason that in public controversy, as reflected in the 


evidence, it has been alleged (quite wrongly) that 
the Temporary Mixed Commission took evidence on 
the subject and, as a result, formulated “ conclu- 
sions ” convicting private manufacture and trade on 
charges under six specific heads, — for example, the 
following : — 

“ These are definite charges, and it is a pity that 
the evidence on which they were based has not 
been published.” * 

Or again — 

“ The evidence given to the Commission has not 
been published.” {Minutes of Evidence: 5th Day, 
p. 155.) 

I have therefore made inquiry as to what did actually 
happen at the Temporary Mixed Commission, and 
the results are set forth in Annex IV, where it is 
shown beyond possibility of doubt — 

(i) that no outside evidence was taken by the 
Temporary Mixed Commission ; 

(ii) that the six points against private manufac- 
ture was neither ” charges ” nor “ conclusions,” 
but merely a catalogue of objections which had in 
fact been urged against uncontrolled or untram- 
melled private manufacture of arms, and that no 
endorsement to these objections was given or im- 
plied. The six points against private industry were 
balanced by eight points against its prohibition 
and the two compilations constituted sets of pro- 
positions pro and con which had been urged, but 
did not represent any findings of the Committee 
as to their validity. This is proved by the official 
prochs-verhaux of the meetings, and is corroborated 
by Dr. H. A. L. Fisher, the chairman of the Sub- 
Committee and draftsman of the Report, and by 
his principal collaborator. Sir Hubert Llewellyn 
Smith, as well as by several other British partici- 
pators in the work of the Commission. 

Questionnaire of 1925. 

13. The evidence contains no suggestion of any 
investigation of the alleged evils of private manu- 
facture since the inquiry of the Temporary Mixed 
Commission. The investigations of the League of 
Nations did not include such inquiry. Mention 
should however be made of the fact that, in response 
to a questionnaire sent out by a League of Nations 
Committee of Inquiry in 1925, Australia, the United 
Kingdom, Italy, Japan and Sweden stated that, to 
the best of their knowledge, there were no grave 
objections to the system of private manufacture in 
their respective countries. Belgium, Bulgaria, Cuba, 
Egypt, Latvia, Norway and Poland considered that 
private manufacture was open to the objections pre- 
viously enumerated. South Africa raised other 
objections. 

Weakness of the historical bases of the case 

AGAINST PRIVATE MANUPACTDRE. 

14. The historical foundation, therefore, of the 
allegations against private manufacture of and 
trading in arms is one of sand. Neither before the 
Peace Conference, nor at the Peace Conference, nor 
thereafter, so far as I have been able to ascertain, 
was there ever any real investigation. The case 
against private manufacture has been built up on the 
basis of certain alleged episodes (often misrepre- 
sented), press reports, partisan pamphlets, and so 
forth. Never have the industries concerned been 
given a hearing. Never has the case on the other 
side been stated. 

,15. The investigation now being undertaken by the 
Royal Commission, therefore, is (apart from the 
American Inquiry) the first attempt to examine the 
subject impartially and comprehensively. It was, 
therefore, deemed desirable that the Royal Commis- 
sion should have before it the historical facte set 
forth in this section. t 

* Extract from a book entitled The Secret International 
quoted in the Statement of Evidence submitted by the Union 
of Democratic Control (Minutes of Evidence : 7th and 8th 
Days, p. 198). The six points are described in the book as 
“ conclusions.” 

t A certain amount of further historical material will be 
found in paragraphs 38 to 52, whore private industry as a 
cause of war and unrest is discussed, as well as in considering 
some of the details of the case against private industry. 
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PART III 


GENERAL OBSERVATIONS ON THE EVIDENCE 
AGAINST PRIVATE MANUFACTURE AND 
TRADE. 

16 . No-one reading the evidence in favour of 
prohibition of private manufacture of and trading 
in arms could fail to be impressed by the earnestness 
and sincerity of those who urge this course. Their 
belief has been supported by a propaganda of almost 
unparalleled magnitude and extended over many 
years, which (whatever else can be said of it) must 
have involved immense effort and heavy expenditure. 
This renders it necessary to examine with the utmost 
care the case that is presented. 

Prejudice. 

17. It is hardly to be denied tha^t- much of the 
propaganda just referred to, in spite of the ability 
with which it has been conducted, has been one- 
sided and partisan. Even before the War a number 
of books and pamphle.ts were published on the 
subject, and since the War they have probably been 
erxually numerous. The aggregate effect of these 
publications has been to create a strong prejudice 
in a section of public opinion against the priva-te- 
manufacture of arms and munitions of war. In 
order to stigmatise private manufacturers, pre- 
judicial titles and catchwords have been applied {to 
them and their business, such as Merchants of 
Death, War Traders, The Bloody Traffic and The 
Secret International. 

18 . The case as presented to ithe Royal Commis- 
sion has, on the whole, been stated with less violence 
— conspicuously so by some witnesses. Even so, 
however, it is regrettable to find that much of the 
evidence continues, though in a lower key, the process 
of creating prejudice. The offensive catchwords 
mentioned above only appear, it is itrue, as quota- 
tions, but there are many phrases which tend in 
the same direction. For example, private manufac- 
ture of and trade in arms is described as “ com- 
parable to the slave (trade from a moral point of 
view” (1st Day, p. 11); as “a predisposing cause 
of war ” (ibid, p. 18); “ a menace to the peace of 
the world ” (6th Day, p. 149) ; as encouraging ” con- 
ditions endangering peace ” (ibid.); as “ an influence 
hostile to the ‘ good understanding between nations 
upon which peace depends’ ” (1st Day, p. 28); as 
” profiting from the world’s fears ” (2nd Day, 
p. 47); as involving “the constant inflaming of 
public opinion in different countries against each 
other” (2nd Day, p. 59, Q. 521); as “calculated 
to disturb friendly relations between the British and 
other foreign Governments” (3rd Day, p. 78); as 
“ fomenting and s^timulating international rivalries 
and jealousies, which ultimately lead to war ” 
(4th Day, p. 92); as responsible for the “stirring 
up of trouble and arousing of international jealousy 
and discord which undoubtedly is going on all over 
the world at the present time ” (4th Day, p. 97, 
Q. 686); and as “ liable to exercise a dangerous in- 
fluence on the political life of individual nations and 
of the world as a whole ” (10th Day, p. 260). The 
Royal Commission is asked to say that: — 

“ this arms trade, this export of arms ... is 
doing at the present time incalculable haiin in 
rousing international distrust and international 
unrest, that the trade is an undesirable and dis- 
creditable trade, conducted only too frequently by 
discreditable methods.” (7th Day, p. 138.) 

19. The great armament firms are denounced as 
“ colleagues in the supply of killing power to the 
world rather than rivals” (2nd Day, p. 48); as 
“ engaged in the production of goods for the purpose 
of death” (5th Day, p. 149); their interests lying 
“ in fear, insecurity, and ultimately war ” (7th Day, 
p. 168). There is said also to be “ an unholy triangle 
of politics, arms and finance.” Phrases such as 
“ corruption ” and “ undue influence ” are con- 
stantly recurring throughout the evidence against 
private manufacture. It is interesting to note, how- 


ever, that one witness has changed his views in 
this matter. After confessing that he 

“ used to share the views of those who thought 
that the private manufacturers were guilty of 
such offences against the standards of civilisation 
which modern society accepts that .they might also 
be termed sub-human . . . .” 
he goes on to say that his views have changed. 
On his present view, to fasten full or even principal 
responsibility for the results of private manufacture 
on the manufacturers themselves “ seems to me 
unjust, it seems to me wrong and it seems to me 
fallacious ” (10th Day, p. 229). 

20 . The use of the language of hyperbole in this 
matter must tend to mislead a public that hitherto 
has had neither the time nor the material to study 
these matters completely. In these statements not 
the slightest regard has been paid by most of the 
witnesses to the published views of His Majesty’s 
Government,* whose attitude was defined in 1925, 
when in reply to a Questionnaire prepared by the 
Co-ordination Commission of .the League of Nations 
it ivas stated that: — 

“ So far as this country is concerned the 
British Government are not aware of any grave 
obections or a national character. As regards 
objections of an intea-national character, the 
British Government do not know of any that are 
peculiar to private manufacture.” 

Ten years later, in reply to a question in the House 
of Commons in February, 1935, the Prime Minister 
again stated the position. The question and 
answer were as follows : 

“ Mr. Mitchesox asked the Prime Minister 
whether in the last ten years, any information has 
reached any Government Department that satis- 
fied it that any British firm manufacturing arma- 
ments had sought improperly to influence the 
policy of His Majesty’s Government or any 
foreign Government in the matter of armaments. 

The PniiiE Minister: I have caused inquiries 
to be made, and, as a result, I am able to say that 
the answer is in the negative. ”t _ _ 

The firms which manufacture arms and munitions 
of war are, as a matter of fact, engaged also in the 
manufacture of articles for civilian use. Their 
normal armament activities are devoted lai-gely to 
furnishing the weapons and munitions of our own 
deservedly popular defence forces, and those of the 
Dominions and India, on which in the last resort the 
peace of the world, the safety of the country and 
Empire, and perhaps of civilisation itself, may de- 
pend. It must be remembered also that an appre- 
ciable proportion of the war material produced by 
private manufacture in peace-time is for purely pro- 
tective armaments — coast defences, anti-aircraft de- 
fence and apparatus, and trade protection. While 
it is not admitted that any of our_ armament is 
aggressive, these items surely are, in the fullest 
sense of the term, defensive. 

21. One witness takes the view that 
“ war is amoral, that the preparation for war 
is amoral, and that therefore there is no reason 
to think that the case against private manufacture 
is stronger than the rest of the case against war 
and the preparation for war from the moral point 
of view.” (10th Day, p. 230.) 

* One witness goes so far as to base his whole evidence on 
the assumption that the evils of private manufacture are 
admitted, even by the Government i. 
“ I have started,” he says, “ from the proposition that 
the evils of the svstem of private manufacture are 
admitted, and that “under the terms of reference of the 
Commission, what His Majesty’s Government desire is 
to have advice as to how these admitted evils t_can best 
be dealt with . . .” (10th Day, p. 230 : also his State- 
ment of Evidence, paragraph 3 — 10th Day p. 258). 

So far is this from being the case that, as pointed out by the 
same witness in another connection, Government Committees 
have “ reported in favour of the system of private manufac- 
ture, and of increasing the share of armament firms. (State- 
ment of Evidence, paragraph 10— 10th Day, p. 260), and 
Cabinet Ministers and their Departments have done their best 
to foster the industry — ^which they would not and could not 
have done if it was guilty of the alleged evils, 
t Official Report 26 February, 1935, col. 774. 
i Italics not in original. 
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Of the manufacturer^ therefore, he says : 

“ He is not conscious of the objections which 
other people feel, because he is unable to per- 
ceive that the morality of his business is on any 
lower plane than a good deal of the morality of 
war and of preparation for war, of which his busi- 
ness is a part.” (Statement of Evidence para- 
graph 9, 10th Day, p. 260.) 

These observations on the ethics of war and prepara- 
tion for war, however, will not stand examination. 
No one can condemn a war or preparation for a 
war of pure defence against an aggression, or in 
fulfilment of “ the _ enforcement by common action 
of international obligations ” under Article 8 of the 
Covenant of the League of Nations — the only kind 
of war into which we are ever likely to be drawn. 
I submit to the Royal Commission, therefore, that 
the suggestion that the manufacture of arms ie a 
business on a low moral plane is unjustified. 

22. It is submitted that when all the above con- 
siderations are taken into account, the extravagant 
language quoted in paragraphs 18 and 19 is 
inappropriate and uncalled for. 

23. Nothing is further from my thought than to 
suggest that the Royal Commission could be biased 
by_ attempts to create prejudice. Nevertheless, this 
poisoning of the atmosphere increases the difficulties 
of those who wish to present a more impartial view, 
and might easily deter some people from speaking 
their minds freely or even from offering evidence. 
IMoreover, the matter has a national aspect. Private 
manufacture, as shown in my main evidence, is an 
essential part of our system of Imperial Defence. 
It is detrimental to the public interest that those 

engaged in it should be stigmatised in this way 

at any rate when the case has not been proved 
against them. 

24. If the evidence is not found to justify 
extravagant language, I venture to submit that this 
authoritative Royal Commission in its report should 
state its considered opinion on these extravagances. 

Lack of balance and perspective. 

25. A second observation on much of the evidence 
under consideration is its lack of balance and per- 
spective. Episodes are, so to speak, separated from 
their context and usually described from one aspect 
only— that of the private manufacturers. A search- 
light is thrown on their alleged misdeeds (which 
are usually unproved and sometimes inaccurate), 
and surrounding circumstances are suppressed or 
ignored. When the facts of the situation they 


refer to are examined as a whole it will often bo 
found (as shown later in considering particular cases) 
that the part played by private manufacture in 
creating a particular situation was negligible. 
Examples of this tendency to lack of perspective are 
to be found in the references to the British naval 
programme of 1909 and to the supposed influence 
thereon of Mr. Mulliner, .which is dealt with in 
this^Memorandum in its proper place (paragraphs 
81-8<): and in most of the charges of malign in- 
fluence, bribery, corruption, misuse of the press, 
solicitation and so forth. 

26. In this Memorandum an attempt will be made 
to restore perspective in examining such charges. 

Vagueness, exaggeration, inaccuracy and 

INSINUATION. 

27. A third geueral observation is the vagueness, 
exaggeration, inaccuracy and even misrepresentation 
m much of the evidence, and, we may add once 
more especially in public controversy — the ten- 
dency to overlook other relevant considerations. 
Some illustrations are much overworked and appear 
in the evidence again and again. As will bo shown 
as we proceed, few of them have much value. Some 
are dredged up from the American Inquiry and on 
these I have not the material to comment. Some of 
the witnesses admit that they cannot get the evi- 
dence they want— for example, the Union of Demo- 
cratic Control, notwithstanding Sir William Jowitt’s 
admission that “we have had the collaboration of 
a number of youug and intelligent people who are 
concerned in the trade ’’—viz., the heavy arms 
industry and the chemical trade ! (7th Day 
Q. 107G). Owing to the poverty of real evidence 
there is much resort to insinuation. For example, 
“Besides the material already available to the 
public,” says the National Peace Council,* “'there is 
presumably a mass of relevant evidence still undis- 
closed. y This, of course, is mere pre.sumption and 
not evidence. There are also the insinuations of cor- 
ruption of membei-s of the British public services, 
who, after retirement, join firms manufacturing 
armaments, and as to the effect on public men of 
holding shares in firms manufacturing armaments. 

28. In order to indict any great industry it would 
he necessary to prove a great number of charges, and 
this, I venture to suggest, has not been done. 

29. TVith these general observations on the char- 
acter of the evidence we will pass to an examination 
of the general case against private manufacture and 
trade. 


* 2nd Day. Appendix, p, 61. 


PART IV 


THE GENERAL CASE AGAINST PRIVATE 
MANUFACTURE AND TRADE. 

30. It is not easy to state succinctly the gener.al 
case made against private manufacture and trade, 
owing to the vagueness of much of the evidence. The 
league of Nations Union, for example, in its out- 
line of evidence bases itself largely on the “ anxiety 
of public opinion ” and cannot “ profess to offer 
direct evidence on the evils in question.” Basing 
itself on four “ published facts which cannot be un- 
known to the Royal Commission,” the Union is led 
“ to the conclusion that the commercial activity of 
the armaments trade tends to be inconsistent with 
negotiations for disarmament and the pacific settle- 
ment of disjmtes.” It may easily become an in- 
fluence hostile to the “ good understanding between 
nations upon which peace depends.” The first 
witness went rather further, “ I do not doubt,” he 
said (Q. 5, p. 9) “ that it is one of the considerable 
obstacles to any system of world pacification ...” 
Later on, when asked whether the private traffic in 
arms was one of the actual causes of war (Q. 163, 
p. IS), he said “ Yes, a predisposing cause is the way 
I should put it, rather than a proximate cause; and 
I think it is undoubtedly an obstacle to efforts to 
peace m the way you has been alluding to In 
the questions yon have put to me.”* 


31. The National Peace Council and the organisa- 
tions associated with it, like the League of Nations 
Union, base themselves in their ” general case ” to 
no^ small extent on “ the deep concern of public 
opinion.” Beyond that, the gist of their general 

case IS contained in the following passage: 

“ The main ground for objection is, in the 
Council’s view, inherent in the nature of this 
trade and does not require for its demonstration 
any research or documentary evidence. The manu- 
facturer of armaments for private profit must 
desire the continuance of conditions in which 
there is a demand for his products; aud he must 
be under temptations to stimulate, by whatever 
means are open to him, that demand. In the 
case of some commodities such stimulation of 
demand has no evil consequences; but in the case 
of armaments, as in the c.ase of noxious drugs, 
it is open to the gravest objections. The busi- 
ness is^ perfectly legitimate so long as society 
allows it to continue; but society cannot well be 
indifferent to any motive-force which, by tending 
to^ increase armament and counter-armament, 
stimulates mutual apprehensions and suspicions, 
prevents the general disarmament that the world 
urgently need.s, and imperils the ‘ peace of 
nations.’* It would, indeed, be absurd for manu- 
facturers of armaments to contend that they do not 


Italics not in original. 
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desire the continuance and expansion of their 
business.”* 

32. The Union of Democratic Control, in its 
Statement of Evidence ;(Part II)t says that it 
“ has never maintained that the private manufac- 
ture of arms by itself is the cause of wars.” But 
the last paragraph of the same part of the State- 
ment says that ” the interests of those who live hy 
the sale of arms and materials of war lie in fear, 
insecurity and ultimately in ■u!ar.”J After a refer- 
ence to “ touting ” and other “ discreditable 
methods which cause many difficulties in our private 
and foreign affairs ” Sir William Jowitt continues 
“ we contend that the arms trade must have, on 
a priori grounds, these tendencies.” § They argue, 
indeed, on much the same lines as the National 
Peace Council in support of this statement, hut 
much of their evidence is devoted to an attempt to 
prove the practicability of government monopoly. 

Similarly a later witness states the major evil in 
the following way: — 

‘‘ The investment of large sums of private 
capital in armament production creates a per- 
manent and powerful vested interest, the par- 
ticipants in which all depend for their prosperity 
on the policy which Governments pursue in re;- 
spect of armaments. By the nature of the case, 
the controlling representatives of this vested in- 
terest wield great financial power, are brought 
by the necessities of their -business into close 
contact with Government Departments, and 
generally possess or are able to establish close 
political connections. This vested interest con- 
stitutes a powerful force which inevitahlyW favours 
the increase of armaments and opposes those 
policies which tend to diminish armaments and 
reduce the risk of war . . . But whatever its 
methods, the effect is the same ; the steady pressure 
of an elaborately organised and financially power- 
ful vested interest against policies which make 
for peace and in favour of the increase of arma- 
ments, whether there is political justification for 
such increase or not.” (10th Day, Appendix, 
p. 258.) 

33. The ” general case ”, therefore, appears to 
rest partly on the alleged objections of public 
opinion, which is dealt with below in paragraphs 34 
to 37 ; partly on the allegation that private industry 
tends to promote war, which is also dealt with 
below; and partly on the suggestion that private 
manufacturers must use dubious means to increase 
their trade and profits and that the system inevit- 
ably involves a steady pressure against peaceful 
policies and favours an increase in armaments. The 
latter charges will be dealt with when we come 
down to examination of the case in detail, but as 
a preliminary observation I would invite the Royal 
Commission to note that, if private manufacturers 
were as powerful and as sinister as the evidence 
suggests, it is unlikely that our own armaments 
would ever have been reduced ” to the edge of 
risk.” 

Public opinion. 

34. This argument appears on the very first page 

of the evidence—” The general case rests partly 
upon public opinion in this matter (1st Day. 
Q. 1); again, “In the (Peace) Council’s view, grave 
objections do undoubtedly exist : and the Council 
finds extraordinarily widespread support from public 
opinion on this point ” . . . . “ Throughout Great 

Britain, the Council and each of the organisations 
here represented have found evidence of the deep 
concern of public opinion about this question .... 
(2nd Day, Appendix, paragraph 2, p. 60); or yet 
again — 

“ The Commission has already received, at its 

previous session, some impressive indications of the 

strength and extent of the public demand for 

* 2nd Day : Appendix, p. 60. The greater part of this 
objection is dealt with in Part V» 

f 7th and 8th Days, p. 167. 

X ibid., p. 168. Italics not in original. 

§ ibid , p. 138. Italics not in original. 

)| Italics not in original. 


effective action to deal with the evils of the arras 
trade as now conducted. To-day I bring you 
further evidence of this demand.” (2nd Day, 

Q. 490.) 

35. How far this claim to support from public 
opinion is true is a matter on which my opinion is 
valueless, but may there not be a strong body of 
public opinion opposed to state monopoly but un- 
heard because it is not organised for propaganda 
as are the advocates of monopoly? In any case, even 
among those best in a position to know the facts, 
the opponents of private arms manufacture have few, 
if any, adherents. The argument is based on an 
assumption that public opinion is suflficiently in- 
formed to be an impartial judge. It comes strangely 
from those who have for years been engaged in an 
attempt to prejudice public opinion, or rather a 
section of it, against private manufacture and trade 
by the use of a one-sided propaganda to which allu- 
sion has already been made. 

36. Even the Temporary Mixed Commission was 
not unmoved by this argument of “ Public Opinion,” 
as will be seen from the Chairman’s remarks quoted 
in paragraph 17 of Annex IV and from the extract 
from the Report quoted in paragraph 19 thereof. 

37. But, as already mentioned, the truth is that 
public opinion has been misled about private manu- 
facture of arms and munitions of war. The ” grave 
objections ” mentioned in the Covenant have been 
widely misrepresented as a considered judgment. 
The gross misrepresentation about the ” conclu- 
sions ” and “charges” of the Temporary Mixed 
Commission is naturally not questioned by the “ man 
in the street” unless he happens to have read Sir 
John Simon’s exposure. The same is true of the 
whole fabric of detailed misrepresentation, exaggera- 
tion and prejudice with which we are about to deal 
in the next section of this Memorandum. In a word, 
one side of the case has been misrepresented and 
grossly exaggerated. The other has hardly been 
heard at all. But truth must prevail, and I feel 
some confidence that the Royal Commission will not 
allow its judgment to be influenced by the argument 
of public opinion and will place the whole matter 
in proper perspective. 

Private industry as a oaubb of war and unrest. 

38. From the brief summary of evidence in para- 
graphs 30 to 32 it will be seen that the_ principal 
critics of private manufacture are at one in regard- 
ing it, if not as a cause of war, at least as a 
" predisposing cause,” an ” obstacle to peace,” as 
” imperilling the peace of nations,” with interests 
which ” lie in fear, insecurity and ultimately in 
war.” The subject therefore deserves investigation. 
This could best be done by examining historically the 
causes of wars in modern times, in order to ascer- 
tain what part, if any, in relation to other 
“origins”, private manufacture and trade have 
played. In doing so it would be important'to observe 
the precept of Polybius, who points out that most 
historians confound the origin of wars “ because 
they do not keep a firm hold upon the distinction 
between a pretext and a cause, or again between a 
pretext and a beginning of a war.”* The subject of 
the origins of wars is a very abstruse and contro- 
versial one requiring great historical knowledge and 
a trained mind, as well as complete detachment. 
Although I cannot claim any historical qualifica- 
tions, I happen to have given a good deal of study 
to the subject during recent years (not officially, but 
as a matter of personal interest) and will offer a 
very brief summary of impressions. To attempt more 
would be beyond the scope of this evidence. 

The origin of wars, 1816-1914. 

39. The causes of the European wars of the last 
century seem to have been mainly political and 
very varied. One of the commonest was tyranny 
and oppression on one side, and the desire for 
liberty on the other, from which resulted the various 
wars of “liberation.” From these there followed 
later on wars of “ irredentism,” in order to bring 
within the frontiers of the states concerned the 

* The Histories of Polybius, Book XXII, Chapter 8. 
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peoples of the same nationality still remaining under 
alien rule. Nationalism — once solemnly denounced 
by a Synod of Austrian Bishops as “ an invention of 
the devil ” — was a closely connected cause of wars, 
applying especially in south-east Europe and to the 
various wars for the liberation of Italy. The in- 
fluence of popular societies, such as the Hetama 
Philike (Founded, at Odessa, in 1814), or the Italian 
National Society (founded in 1857) — to mention only 
two — must have contributed far more to these national 
movements than any conceivable efforts of armaments 
manufacturers. Other causes, or contributory 
causes, were the desire for expansion (including 
colonies) or an outlet to the sea {e.g., the Russian 
desire to reach the Mediterranean), racial and reli- 
gious animosities (in the Balkans, for example), 
and economic need. The influence of armaments 
varied very much. In many wars — especially the 
wars of “ liberation ” — it was usually very small, 
and, under overwhelming national or political com- 
pulsion, acts of war were sometimes entered upon 
when the armaments and even the prospect of 
obtaining armaments, of one of the participants 
were very small. Armaments, I think, could hardly 
ever be described as a cause of these wars of libera- 
tion. In the wars of 1862-70 centring round Prussia 
— which Bismarck is reported to have said, in his 
years of retirement, that he made — armaments 
became a more important factor, nqt so much in 
the causes of the wars, which were political and 
complicated, but in the pretext and the occasion, 
e.g., the Prusso-Danish war of 1862; the war of 
1866, when Prussia was armed with the “ needle 
gun while Austria was still armed with muzzle- 
loaders and “ utterly unprepared ”* — (the political 
factor of Italy’s co-operation with Prussia how- 
ever, was perhaps equally important in Prussia’s 
decision) — and the Franco-Prussian war. The causes 
of the war of 1870 are much too involved to .sum- 
marise here; the “pretext” was the candidature 
of a Hohenzollem prince to the throne of Spain; 
and the war was perhaps precipitated by the pub- 
lication in mutilated form of the Ems telegram. 
According to some authorities armaments played 
an important part. To quote Lord Grey: — 

“ The world knows, from the revelations about; 
the Ems despatch, that the war with France was 
intended by German militarists; the German arma- 
ments were then a preparation for making war 
with France, and not merely a precaution against 
attack by France. ”f 

There were, however, various political factors at 
tha.t moment that also entered into Prussia’s calcu- 
lation. 

40 . MTiatever may have been the importance of 
armaments as a factor, however, in none of the wars 
of the nineteenth century is it easy to find in 
standard works the smallest trace of the influence of 
private manufacture and trade in their origins — 
except in so far as they may have been of some 
value, as suggested in my first Memorandum of 
^dence, in enabling struggling peoples to win their 
liberty. 

Origins of the Great War, 1914-18. 

41 . The Treaty of Berlin (1878) was followed by 
a long period of peace in Europe (though not in the 
rest of the world) broken only by the secondary 
and short wars between Serbia and Bulgaria in 
1885 and between Turkey and Greece in 1897. This 
long peace has been described as “ unexampled since 
the age of the Antonines.”! It was an unquiet and 
apprehensive peace during which armaments were 
gradually increasing, as they are increasing to-day. 

It is probably true that, at times, the deterrent 
effect of these armaments helped to maintain ipeace§ 

for example, I have heard it su gg ested that the 
naval competition of Great Britain with France and 
later with France and Russia, which was a feature 

* The details in this section are mainly taken from Alison 
Phillips’ Modem Europe. 

+ Twenty-five Years, Volume I, p. 91. 

I Alison Philhps’ Modem Europe, Fifth Edition, p. 626. 

5 My attention has been oall^ to evidence on this noint 
on the 11th Day, Q. 1608-9. 


of this period, tended to prevent war. But no one 
could read the pregnant and weighty passages in 
Lord Grey’s memoirs on the influence of annaments 
in this period without being impressed by the weight 
he attaches to the influence they exerted on the 
manifold origins of the Great War.* 

42 . It is notable, however, that, in spite of the 
stress he lays on the factor of armaments in the 
origins of the War, Lord Grey, so far as I have been 
able to ascertain, never once mentions private manu- 
facture of arms in this connection. The greatest 
development of private manufacture took place in 
the long period of peace before the outbreak of war 
in 1914. If ever private industry had played a part 
in the origin of a war, therefore, one would expect 
to find it strongest in that era. 

43 . The origins of the Great War are dealt with 
at enormous length in the Gooch-Temperley Papers,! 
of which ten large volumes have already been pub- 
lished, and where every factor or “predisposing” 
factor, however remote, is remorselessly exposed by 
the publication of official documents. Colonel E. Y. 
Daniel, Secretary to the Historical Section of the 
Committee of Imperial Defence, has kindly under- 
taken an examination of these volumes on my behalf 
in order to discover whether they throw any light 
on the place of private arms industry and trade in 
the origins of the Great War. It was not an easy 
search, for the reason that private manufacture and 
trading in arms do not appear as a heading in the 
admirable and comprehensive indexes of this massive 
compilation. 

44 . Colonel Daniel’s report is attached as 
Annex V. It will be seen that he has not succeeded 
in bringing to light, from the volumes published so 
far, anything that could be said to give serious sup- 
port to the formidable accusations against private 
manufacture as a “predisposing cause of war”, 

“ an obstacle to efforts for peace ”, as “ imperilling 
the peace of the world ”, involving “ the constant 
inflaming of public opinion ”, as “ a menace to the 
peace of the world ”, as encouraging “ conditions 
endangering peace ”, and so forth. Such mentions 
as there are of private manufacture are mainly of 
secondary importance relating to arms traffic to 
Morocco and Muscat rather than private manufac- 
ture. In some cases the episodes tell in favour of 
the firms concerned, such as Cammell Laird’s in- 
quiry at the Foreign Office in September, 1912, as to 
whether there was any objection to their selling to 
Greece two battleships built for Argentina. 

45 . Tlie search, however, if somewhat negative in 
its results, has not been barren, for it has brought 
to light one or two episodes which bear on the more 
detailed evidence, and appear below in their proper 
place. 

46 . I have made some search of some of the foreign 
collections on the origins of the War, though not an 
exhaustive one, as sometimes they are not only not 
indexed, but do not contain even an adequate con- 
tents sheet. Such examination as I have been able 
to carry out, however, does not support the thesis 
that private manufacture of arms and munitions of 
war was an appreciable factor, if a factor at all. 
For example, the collection of Russian documents, 
known as the Livre Noir, dwells again and again on 
other influences, for example on the tremendous in- 
fluence of the press — the more salient passages in this 
connection being usually printed in capitals. It pays 
considerable attention to the actions of governments, 
including their making a condition of loans that the 
proceeds shall be spent on armaments and strategic 
railways, but, in a review of this collection, which 
had to be less exhaustive than I could wish (because 
it is not indexed), I did not light on any accusation 
against private arms manufacture. The official 
Austro-Hungarian Red Book, which deals rather with 
the pretext or occasion than with the origin of the 
War, does not contain any reference to the subject of 
private manufacture. The heavy indictment of 
Serbian responsibility contained therein, however. 


* Twenty-five Years, Volume I, pages 90-93 and 300-308 
Volume II, pages 62-3 and 271-9. 

t British documents on the origins of the War, 1898-1914 
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lays great stress oa the other factors. As ia the 
TAvre Noir, great promineace is givea to the harm 
done by the press, not, be it noted in this case, 
under the influence of arms manufacturers but of 
Government, e.g.: — 

“ For decades the Servian people have been 
entirely under the influence of the press, and the 
press of the ruling party determines the national 
policy. The outrage of Serajevo is the horribly 
abortive product of this influence of the press.” 

The quotations (pp. 30-34) from the Serbian press to 
support this thesis are too numerous for reproduction 
here. Immense importance also is attached to the 
alleged malign influence and propaganda on both 
sides of the frontier of certain nationalist societies 
such as the Narodna Odbranu and the Sokol Society 
Dusan. It is interesting to note also that the bombs 
used for the Serajevo murder are alleged to have 
been hand grenades ” from the Servian army stores 
(e g pp. '29 and 51), and did not come from 

private manufacture.t A search by a member^of my 
staff of the German diplomatic documents, 18^1-1914 
(Vol. IV) was equally unproductive of evidence 
against private manufacture as a cause of unrest 
and war. 

47 . A review of some of the principal British 
private accounts of the origins of the War (omitting 
purely propaganda works) shows an equally negative 
result. For example, apart from Lord Grey s 
Twenty-five Tears, .which has already been referred 
to neither Mr. Churchill’s World Crisis, Mr. 
Spender’s Fifty Tears of Europe, Mr. Lloyd George s 
Memoirs, Lord Haldane’s Before the War, nor 
Captain Liddell Hart’s Short History of the War, 
lay any stress on private manufacture, if they 
tion the subject at all in this connection (which I 
think is not the case). 

48 From all tills I venture to submit that, broadly, 
wheA reviewed in the vast complex of origins of the 
War and in the light of the innumerable factors that 
were agitating the public mind and predisposing 
nations towards war, the existence of private manu- 
facture of arms and munitions of war -wns a 
negligible factor.! As the examination of the 
evideioe proceeds in detail this consideration will 
become more and more clear. 

Origins of post-War hostilities. 

49 . There have been many resorts to force smce 
the 'peace treaties were signed— in Russia, China, 
the North-West Frontier of India, _ Turkey, Syria, 
Morocco, South America and Abyssinia, to mention 
a few instances. Some of them were an aftermath 
of the Great War, and several must have been fought 
with the stocks of weapons and munitions remaining 
over after the end of the War. I am not aware ot 
any connection having been traced between the 

• No. VI. Baron Gied to Count Berchtold, July 21, 1914, 

***t No. XIX. The long and fully documented despatch of 
Count Berchtold to the principal Embassies of 25th July, 
pp. 19 and 34 to 39, and many other despatches. 

t Since writing the above, my attention has been drawn to 
Sir Norman AngeU’s view as quoted in a 

“ Nor do I think we can explam great wars by the 
that armaments-makers are seeking profits • • • 
are sometimes told that 60 armament-makers caused the 
Great War. But why did tons of millions, bu^idreds of 
millions of ordinary folk obey 60 men ? {Pacifism i6 
not enough, p. 60). 


existence of private arms manufacture and the 
origins or causes of these wars. 

50. I think that the only instances in which the 
evidence against .private arms manufacture has 
referred to post-War hostilities are in the cases of 
Manchuria and Bolivia-Paraguay, and this hardly 
concerns their origins. 

51. The origin of the Japanese occupation of 
Manchuria is dealt with in the report of the League 
of Nations Commission presided over by the Earl ot 
Lytton. It has been examined by a member of my 
staff, who was unable to find any mention of private 
manufacture as a contributory cause of the 
hostilities. 

52. The indictment in both the Bolivia-Paraguay 
war and the Manchurian dispute is, I think, that 
private manufacture and trade led to the prolonga- 
tion of the war, rather than that it caused these 
wars. 

Conclusions on the genheal cabb, 

53. It is submitted from the above that the 
” general case ” against private arms manufacture 
has not been made out. Apart from “ profit out of 
war ”, which is dealt with separately, it rests on two 
main theses— the set of a considerable body of public 
opinion against private manufacture, and the allega- 
tion that private manufacture is a pred.isposing cause 
of war. The answer to the former is that public 
opinion has been misled — partly by the language of 
Article 8, paragraph 5, of the Covenant, and largely 
by the propagandist activities of those who now bring 
these charges— and that only one side of the question 
has been stated. In reply to the second thesis a 
brief review has been made of the origins of wars 
in Europe for a century before the Great War, of 
the origins of the Great War itself, and of post- 
War hostilities. From this review the fact emerges 
that, when considered in perspective with other pre- 
disposing causes of war, the influence of private 
manufacture has been negligible. 

54. To-day, in addition to many of the origins and 
predisposing causes of past wars, we have many new 
factors that tend to disturb the peaceful progress 
of mankind ; vast internal upheavals m many 
countries ; widespread financial confusion and 
economic depression; the springing up of system^ of 
government of a kind almost unknown in modern 
times ; successions of startling and sometimes tragic 
internal events occasioning great international mis- 
giving, especially in adjacent countries;^ the weaken- 
ing of treaty obligations; the use of wireless broad- 
casting for propaganda across teriutorial boundaries; 
the growth of militarism in many countries; large- 
scale re-armament ; and perhaps worst of all _ the 
menace from the air. These new factors, combined 
with all the old causes of disturbance— secular 
quarrels, minority difficulties, irredentism, insoluble 
territorial problems, and so forth are the real 
obstacles against which the League of Nations and 
peace-loving countries have to contend. In the vast 
complex of disturbing factors private arms manu- 
facture, even if the case against it was made good 
in detail, would be a negligible factor. As a serious 
cause of unrest it is a figment of the imagination 
of its opponents. Its abolition would not touch the 
real causes of international unrest. It will now be 
shown, however, that in detail the case against this 
industry, ns submitted to the Royal Commission, is 
no stronger than the general case. 


PART V 


THE CASE IN DETAIL. 

55. The plan adopted for examination of the more 
detailed evidence againat private 
and trading in arms is to^ take the six 
which the alleged objections are grouped in the 
Report of the Temporary Mixed Commission and to 
maKhal as much of the evidence as P^'^'e ther^ 
under. Points remaining over 

under any of them, and have not already been dealt 
are considered separately. Two of these 


points namely, the alleged inoompatibility of puhlie 
duty and private interest and profit out of war, 
almost belong to the general case and are therefore 
taken first. 

(i) The alleged incompatibility op public duty and 
private interests. 

56. The assumption is made extensively and some- 
times plausibly in the evidence that in private manu- 
facture of arms public and private intereste are in- 
extricably involve^- This is the foundation of a 
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considerable part of the case against British manu- 
facturers. The suggestion is that, whilst a chairman 
or director of an armaments firm as an ordinary 
citizen may desire the success of efforts to reduce 
armaments, in his professional capacity he must 
deplore such reductions. From this the argument 
IS extended to suggest that the firms work for con- 
ditions which will increase their armaments. To 
quote one witness, “ They are not merely scrambling 
for shares in a cake of predetermined size, but are 
working to enlarge the cake;”* or another witness 
who described the “ major evil ” of (private manu- 
facture as follows : — 

“ that it creates a permanent vested interest 
which leads men of high probity and public spirit 
to exert a continuous and sometimes exceedingly 
influential pressure against the policies of 
organised peace and disarmament and in favour of 
armament increases of different kinds. ”t 
57. Illustrations of this widely held assumption 
have already been given in paragraphs 31 and 32. 
The very first witness before the Royal Commission 
also devotes a long passage to it (1st Day, p. 6) 
for example ; — 

There is no doubt that the armament firms, 
very naturally from their point of view, use what- 
ever influence they may have — ^possibly legitimate 
influence — with the governments of their own 
countries, to prevent any steps which will interfere 
with the success of their trade 
Or again, even more definitely : — 

“ To my mind it does not really require a great 
deal of labouring, because it seems to me per- 
fectly plain that if you have great financial in- 
terests whose profits depend upon the existence 
of a state of tension or hostility between foreign 
countries, you must have, therefore, a great in- 
terest which will be affected by a pacific policy and 
will benefit by a policy that is not pacific ” (1st 
Day, p. 5). 

Another witness says : — 

‘‘ The firms which make and sell armaments for 
private profit must desire conditions in which 
there is an effective demand for their products ; and 
this motive force, operating under present condi- 
tions, must have the effect of promoting an ex- 
pansion of sales of armaments and of impeding 
agreeement upon that all-round reduction of 
armaments which the world urgently needs 
(2nd Day, p. 45). 

A third witness says : — 

“ I speak from the common sense point of view 
that manufacturers, of whatever commodity, must 
obviously desire expansion of demand, and there- 
fore naturally take all steps possible to increase 
that demand ”. (2nd Day, p. 59.) 

It would, however, be tedious to continue quotations 
on a subject that is one of the leading motifs of 
the case. 

58. Very little evidence is offered against British 
manufacturers of arms and munitions under this 
head, and the Royal Commission is taking evidence 
from them at first hand. 

59. This unworthy suggestion that individuals 
cannot separate their private interests from their 
public duty as citizens cuts deep into civilised 
society. Doctors, pharmaceutical chemists and 
nurses depend for their profit on ill-health or 
disease. It would be outrageous to suggest that for 
that reason they try and encourage epidemic disease 
or are lukewarm in the promotion of public health. 
Companies concerned in crematoria, cemeteries, or 
undertakers, would make greater profits when the 
death-rate is high. No one in his senses suggests 
that for that reason they try and increase the 
death-rate — one must go back to stories of the great 
plague for that. Barristers draw their fees from 
advocacy in the courts, but they do not for that 
reason advise their clients to undertake unnecessary 
litigation. 


* 2nd Day, p. 46. 

1 10th Day, Appendix, paragraph 20, p. 263; and similar 
statements m paragraphs 31 and 36, p. 266. 


60. The principle could be extended to many con- 
sumable _ commodities which, though valuable iu 
moderation, are highly deileterious, and fatal to life 
itself, if taken in excess. 

61. Why should evil motives be imputed only to 
those who manufacture arms? Why should their 
industry alone be nationalised .S’ 

62. The truth is that, if this class of mis- 
demeanour were found to exist in this country to 
an appreciable extent, to prohibit private manufac- 
ture and trading in arms would only touch the 
fringe of the evil. 

Holding of shares. 

63. This imputation, however, is by no means con- 
fined to armament manufacturers. It is suggested 
by ^veral witnesses,* for example, that Cabinet 
Ministers and other influential people owning 
shares in firms which manufacture armaments would 
be inclined to support a polic}’ of increasing orders 
for armaments and to discourage disarmament and 
other p^ific measures in order to benefit their 
private incomes. Some of the witnesses go further 

that Members of Parliament holding 
similar shares would thereby be more inclined to 
support the armaments policy of the Government. 
It is true that most witnesses who make this point 
are careful to avoid accusations against individual 
Ministers whose names are mentioned, but neverthe- 
less there is an atmosphere of nasty insinuation 
about this kind of evidence and a definite statement 
that : 

“ So long as such holdings can be owned by 
Ministers of the Crown and Members of Parlia- 
ment, the advocacy in Parliament of an active 
policy of general reduction of armaments must be 
to some extent in danger of being tempered by 
consideration of the private interests involved.”t 

64. To one who has passed the greater part of a 
long official career in close contact with members of 
successive governments, the civil service and the de- 
fence servicesj. it is difficult to imagine how such 
outrageous insinuations can be seriously made. It is 
absolutely essential for all persons concerned in 
government, completely to separate their private 
•affairs from public business, and although at long 
intervals transgressions may have come to light and 
been dealt with, it may be taken that the machine 
of government as a whole is absolutely exempt from 
the operation of private interest. Even if it were 
not,^ it is unlikely that a malefactor would exercise 
his influence in the sphere of armaments, where the 
sums to be made by increased dividends would be 
insignificant compared with what he could make on 
the stock exchange if he were sufficiently skilled to 
be able to use his knowledge. And if a Minister or 
official holding shares in armament firms were able 
to improve his personal income by such malpractices 
he could do just the same, and probably with greater 
safety, if he were the holder of shares in many other 
classes of company. 

65. Moreover, the prohibition of private manufac- 
ture would not check the evil if it existed in the 
government service. For example, if the manufac- 
ture of arms were a government monopoly, the 
malefactor might promote an increase (say) in naval 
armaments in order to better the position of firms 
manufacturing materials or accessories for ship con- 
struction that would not be manufactured by the 
state factories hut by outside firms. Or he might 
sell information to the press or to interested per- 
sons outside the government. 

66. The system under which this country lives 
assumes a certain standard of probity throughout 
all classes of the population. Cases come to light, 
of course, where this standard is departed from : 
cujusvis hominis est errare. Nevertheless, broadly 
speaking, the standard of honesty is a fairly 
high one. The evidence against the private manu- 
facture of and trading in arms seems to suggest 

• 2nd Day, p. 48 ; 3rd Day, pp. 64-66. 
t 2nd Day ; p. 48. See also, 7th and 8th Days, Q. 1067. 
p. 140. 

+ So far as the standards of the Crown services are concerned , 
see paragraph 130 and Annex XIT. 
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that in this branch of industry a lower standard 
prevails. I submit that this has not been proved 
and that this particular argument should be 
rejected. 

(ii) Profit out of war. 

67. Very similar considerations apply to the case 
of “ i)rofit out of war,”* and “the profit motive,” 
catchwords that have caught the public attention 
and are among the bases of these attacks. The 
phrase “ profit out of war ” has a different ring 
if, for the word “ war,” is substituted some more 
appropriate terminology, such as “ means of de- 
fence,” “protection” or “deterrent to aggres- 
sion,” all of which, as shown above, are applicable 
to the normal production of our own private manu- 
facture, especially in this country with its strong 
instincts towards peace and collective security. 

68. In a passage quoted above in paragraph 31 a 
witness says that “ the manufacturer of armaments 
must desire the continuance of conditions in which 
thei-e is a demand for his products, and he mv^f be 
under temptations to stimulate, by whatever means 
are open to him, that demand.” Another witness 
says that private manufacturers “ are by the nature 
of their business driven to work for the increase of 
existing armaments.” (10th Day, Appendix, para- 
graph 31, p. 266). The argument has been used 
in different language by many witnesses, for it is 
part of the “ general ease.” iWhy should the 
temptation for profit be greater in the case of the 
manufacturers of armaments than in that of the 
doctors, the chemists, th*e chemical manufacturers, 
the undertakers, the proprietors of crematoria and 
cemeteries, or the lawyers? Why should these wit- 
nesses deny to the controller of armaments manu- 
facture the virtues, the common honesty and 
decency on which civilised society is based? 

69. There are many people, apart from the arma- 
ment manufacturers, who make profits out of war. 
Let anyone reading this evidence think of his own 
friends who have made profits out of war. They 
would probably include persons interested not only 
in the early stage of arms manufacture, such as the 
production and transport of raw materials of all 
kinds, of steel, the refining and production of non- 
ferrous metals and so forth, but also people con- 
cerned in some forms of banking, merchant ship- 
ping and its construction, insurance, oil fuel, coal, 
many kinds of textiles, boots, motor transport, 
medical and surgical supplies, electrical apparatus, 
boilers and engines, railway material, motor cars 
and lorries and a vast range of other commodities 
essential both to civil life and to the maintenance 
of the forces by sea, land and air. Are all these 
forms of business to be nationalised? If not, why 
is dt proposed to nationalise only the arms industry? 
To justify that measure it will he necessary to prove 
much more than that manufacturers of arms make 
profit out of war. 

70. There are many more reasonable methods than 
abolition of private industry for checking excess 
profits, such as those adopted by the Ministry of 
Munitions in the Great War, as well as income tax, 
supertax and excess profits taxes. 

71. In these and perhaps other ways the state can 
deal with profiteering not only by private manu- 
facturers of arms and munitions, but also by other 
trades, industries and professions that make exces- 
sive profits out of war. 

72. Prices can, of course, be dealt with on the 
lines adopted by the Ministry of Munitions in the 
Great War and by methods such as those being 
employed by the Air Ministry during the present ex- 
pansion of the Royal Air Force and also by the 
Admiralty and the War Office in many of their non- 
competitive contracts (when such contracts are made 
with due ministerial authority). But this is bring- 
ing me on to technical ground, where the Royal 
Commission can obtain first-hand evidence from 
government departments. I will only add that the 


* The Bubiect crops up so constantly that it is unnecessary 
to marshal the evidence. 


problem of keeping prices and profits within reason- 
able bounds in war has not been neglected by the 
departments concerned. 

(iii) Fomenting war scares and dissemination op 

FALSE REPORTS. 

73. The two above points are so similar that they 
will be taken together. The full text in the report 
of the Temporary Mixed Commission is as follows : — 

Point 1. — “ The armament firms have been 
active in fomenting war scares and in persuading 
their own countries to adopt warlike policies and 
to increase their armaments.” 

Point 3. — “ That armament firms have dis- 
seminated false reports concerning the military 
and naval programmes of various countries in 
order to stimulate armament expenditure.” 

74. Some of the general accusations in the evi- 
dence under this head have been quoted textually 
in paragraph 18. They are very damning and con- 
vey an implication of a continuous process of in- 
flaming public opinion, etc. 

75. So far as I can ascertain, the only pre-War 
charge against British firms under these headings 
is the case of Sir. Mulliner, from 1906 to 1910, which 
has to do duty for both points, 

76. The hard-worked Mulliner episode is men- 
tioned in the following evidence : — 

League of Nations Union. 1st Day. Page 4. 
The National Peace Council. 2nd Day. Pages 
46 and 60. 

The Independent Labour Party. 5th Day. 
Pages 151, 152, 155, and 156. 

The Union of Democratic Control. 7th Day. 
Page 138. 

Mr. Noel Baker. 10th Day. Page 230 and 
Appendix, paragraph 11. 

Also, from the opposite point of view, by Mr. 
J. T. Walton Newhold. 5th Day, pages 138, 144 
and 145. 

Admiral Sir Reginald Bacon. 11th Day. Page 
311. 

In view of the extensive resort to this example it 
appears essential to clear it up. 

The Mulliner case. 

77. The facts as to the Mulliner ease have not 
been stated in full by any witness up to the pre- 
sent. The full story is to be found in a memoran- 
dum prepared by the Admiralty (Annex VI). 

78. It will be seen that Mr. Mulliner was con- 
cerned in two distinct episodes or, if it is preferred 
to put it differently, that there were two distinct 
phases of the Mulliner episode. 

79. The first episode, from 1906 to 1909, concerned 
a period when Mr. Mulliner was engaged in giving 
information to the Admiralty and to the govern- 
ment, mainly as to the increase that was being car- 
ried out in Germany’s capacity to manufacture 
heavy guns and mountings which would render pos- 
sible an acceleration of her naval programme. 

80. The second episode concerns the political con- 
troversy which broke out later in 1909 and culminated 
in the general election of 1910, in which the case of 
Mr. Mulliner played a part. In this coutrov^sy 
mention was made in public of the fact that during 
1909 Mr. Mulliner had been compelled to resign his 
post as managing-director of the Coventry Ordnance 
Works, and complained that he had been victimised. 

Pemarks on the first episode. 

81. Presumably no one would be inclined to blame 
Mr. Mulliner for bringing his information to the 
government in 1906. Any patriotic citizen, who in 
the course of his business or otherwise, acquires in- 
formation on any subject which he believes to he 
correct and to bear on the interests of his country, 
has surely the duty of passing it on to the govern- 
ment, so that it may go into the general pool of 
intelligence on which the government have to base 
their decisions. I Qiave no little doubt that there 
are members of this Royal Commission who have 
from time to time given the government information 
on subjects within their own range — ^though not on 
armaments. It is a very common practice, and it 
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would be a great loss to the government if this 
close intercourse between the government and private 
business of all kinds came to an end. As will be 
seen from Annex VI the iiiformaticyii that Mi'. 
MulUner gave in 1906 was confirmed from other 
sources a-nd proved correct. The fact that he was 
the representative of an armaments firm did not, I 
submit, exempt him from the patriotic duty of 
notifying his information to the government. Mr. 
Mulliner himself did not conceal that he wanted 
orders for his firm, but he maintained that he only 
wanted to tender for these in fair competition, and 
he repudiated suggestions that he was only making 
these statements to induce the Admiralty to place 
orders.* * * § Whether Mr. Mulliner overplayed his 
hand in pestering the government too much does 
not appear to bear in any way upon the questions 
before the Royal Commission. 

82. Moveover. it will be seen from the account in 
Annex VI that Mr. Mulliner’s information related 
not to the number of ships that Germany had laid 
down, but to her capacity for manufacturing gun 
mountings, one of the “ bottle-necks ” in the con- 
struction of warships, and that the information was 
confirmed from other sources. Further, that the in- 
crease of four Dreadnoughts to the government’s 
programme of 1909 was based on information besides 
that of Mr. Mulliner. In the Admiralty’s memo- 
randum it is pointed out that “ Had the four ships 
not been built, we should have fallen seriously below 
the superiority .which it was the policy of the gov- 
ernment to maintain.” 

83. In any broad review of the reasons which led 
to that increase the Mulliner episode played a very 
small part. It is not, so far as my researches go, 
even mentioned either in Mr. Churchill’s account 
(The World Crisis, 1911-1914), nor in Mr. Lloyd 
George’s Memoirs, nor in the Life of Lord Oxford 
and Asquith (J. A. Spender and Cyril Asquith), the 
pertinent extract from which is attached in 
Annex VII. 

Remarks on the second episode. 

84. The second episode, which relates to Mr. 
iMulliner’s public activities, was concerned very 
largely with his alleged victimisation. The Ad- 
miralty’s account says that Mr. Mulliner apparently 
had felt aggrieved by the neglect to act upon his 
information, and particularly aggrieved that his firm 
obtained no orders for gun mountings. There seems 
no doubt that he had communicated his information 
to the Opposition,t and it may be due to this fact 
that his appointment at the Coventry Ordnance 
Works was terminated. It appears clear also that 
no substantial orders were given to the firm so long 
as Mr. Mulliner remained managing-director. J 

85. So far as I have been able to ascertain, apart 
possibly from his communications to the Opposition, 
he did not play a personal part in public controversy 
until 2nd August, 1909, on which date a letter from 
Mr. Mulliner appeared in The Times. From that 
letter it transpired that he had already left the 
Coventry Ordnance Works, for he speaks of “ my 
then capacity as managing-director of the Coventry 
Ordnance Works,” . thereby indicating that he no 
longer occupied that position. From that time on 
his position, therefore, was that of an ordinary 
citizen taking part in an election controversy. 
Whether he had terminated his connection with the 
Coventry Ordnance Works when he gave informa- 
tion to the Opposition (or press) I have been unable 
to verify. 

86. Mr. Mulliner was warmly defended by his 
friends at the time. Lord Cawdor, the then late 
First Lord of the Admiralty, went so far as to say 
“ he thought Mr. Mulliner deserved the Order of 
Merit 1”.§ Mr. Duke, now Lord Merivale, defended 
him in Parliament on 16th March, 1910. Without 


* The Times, Friday, 17th December, 1909, p. 9. 

t This is clear from the debate in the House of Commons 
on 26th July, 1909. Admiral Bacon says he gave it to the 
press. (11th Day. Q. 1515). 

+ Speech at Leeds, reported in The Times, 20th December, 
1909. 

§ ibid. 


going into merits, it is pertinent to ask whether, 
m the light of after events, Mr. Mulliner or his 
detractors had more right on their side as to the 
need for building more ships. 

Conclusion. 

87. To sum up, I submit: — 

(i) That in giving information to the Govern- 
ment from 1906 to 1909 Mr. Mulliner was doing 
no more than his duty as a British citizen ; that 
he would have been failing in his duty had he 
not done so : 

(ii) That the information he gave in 1906 as to 
Germany’s increasing capacity for manufacture of 
guns and mountings proved to be true, and con- 
sequently he was not disseminating false reports or 
fomenting a war scare : 

(iii) That there is no evidence that Mr. Mulliner 
ever said that Germany would have 17 (instead of 
13) Dreadnoughts by 1913. All ho said was that, 
so far as guns and mountings were concerned — 
one of the ” bottlenecks ” of capital ship con- 
struction — Germany had the capacity to accelerate. 
The Admiralty decided in 1909 to build the four 
extra Dreadnoughts on the basis of information 
other than Mr. Mulliner’s. Whether the G,er- 
mans had accelerated by 1912 or not is immaterial 
to the story, as Mr. Mulliner never claimed to 
know that they would. He only claimed that in 
certain important respects they could. As a 
matter of fact, however, the extra Dreadnoughts 
proved necessary, for, as events turned out, our 
strength in Dreadnought battleships and 
armoured cruisers was short of our declared policy 
of superiority over the German navy : 

(iv) That in pestering the Government to the 
extent he did, and perhaps in revealing to the 
Opposition the information he had given to the 
Government, Mr. Mulliner was undermining his 
own( influence — to the point that, according to his 
own account, ho lost his job. This tells against 
the theory that his only object was to get orders 
for his firm ; 

(v) That the part he played in the newspaper 
controversy in the autumn of 1909 and in the 
campaign prior to the general election of January, 
1910, does not bear on the story, as by that time 
Mr. Mulliner had ceased to be managing-director 
of the Coventry Ordnance Works and was no 
longer in a position to obtain orders : it is clear 
also that he was by that time a man with a 
personal grievance : 

(vi) That, as shown by the parliamentary de- 
bates and the press of 1909, the question of the 
four additional Dreadnoughts had become a poli- 
tical one of the first magnitude. “ We want 
eight and we won’t wait ” was the political slogan. 
One great political party was gravely concerned, 
as were many other people, including some mem- 
bers of the Cabinet. Mr. Mulliner was a negli- 
gible factor, and the armament firms as a whole 
seem to have taken no active part in the con- 
troversy : 

(vii) That, in the vast complex of origins of 
the War and disquieting tendencies between 1906 
and 1914, this one episode that has been produced 
as evidence of activity by British armament firms 
in fomenting war scares is negligible; and that 
this one overwoiked example — a very poor one 
at best — is not evidence against British firms in 
these respects. 

Post-War allegations against British private 
MANUFACTURE. (HeADS 1 AND 3.) 

88. Scarcely any evidence has been offered that 
Biutish manufacturers of arms have fomented war 
scares or persuaded their own country to adopt 
warlike policies or to increase their annaments, or 
that they have disseminated false reports concerning 
military and naval programmes of other countries 
in order to stimulate armament expenditure. 

89. The Independent Labour Party, who examined 
the “six points” in some detail, prefer no such 
charge except in the case of Mr. Mulliner. The 
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National Peace Council mentions one such case, 
namely, Mr. Fairey’s interview, published in the 
Daily Mail of 5th January, 1934. Mr. Arnold 
Forster’s statement on this point mentions that 
“ Between October, 1933, and the early months of 
1934, the Daily Mail, followed by the Daily Mirror, 
was conducting a campaign in favour of a large in- 
crease of the British Air Force The dates should 
be noted. The Daily Mail and the Daily Mirror had 
already begun their campaign months before Mr. 
Fairey intervened. That is not criticised. Appa- 
rently a newspaper is entitled to urge its readers 
to increase armaments, but the moment an aircraft 
manufacturer does so he is “ fomenting war scares ” 
or guilty of one or other of the alleged “ evils ” 
grouped under this head. 

90. As a matter of fact it was public knowledge 
at this time that Germany was increasing her arma- 
ments. As Mr. Baldwin explained in a speech in 
the House of Commons on 22nd May, 1935 (quoted 
in Annex IX) the Government had been made aware 
of the deterioration in the international situation 
and was actively engaged in considering the posi- 
tion. Mr. Fairey’s interview could hardly be 
described as an example of “ fomenting w’ar 
scares” or “disseminating false reports”, for the 
situation was in fact already serious; but at the 
time when he was trying to persuade his own coun- 
try to increase its armaments the Government itself 
was already working out the increase announced in 
the following July. 

91. It may be remarked in the case of Mr. 
Fairey, as in that of Mr. Mulliner, that the in- 
fluence of anything he had to say was negligible 
compared with the other forces that were operating 
on public opinion, namely, speeches in Parliament 
and outside, the press, and, above all, the facts 
of the situation. 

92. In this connection, the followuig note, sup- 
plied by the Air Ministry, has an important bear- 

iiig- — . . . - 

“ As regards (3),t the Intelligence Division of 
the Air Staff state that no evidence has ever come 
to their notice of British armament firms supply- 
ing false reports to the Air Ministry in regard 
to the armament programmes of other countries. 
Armament firms are, indeed, usually without very 
much information about the trend of Service air 
developments in foreign countries. It is in any 
case altogether improbable that this, or indeed 
any, country’s armaments programme would be 
stimulated by false reports furnished by arma- 
ment firms as to what other countries were doing. 
A programme of expenditure is based on some- 
thing sounder than uncorroborated information 
from private sources, and is not approved and 
put into execution in such haste that a scare, 
if it were a false one, could not have been un- 
masked before it was too late. Certainly no 
British air armaments programme has even been 
adopted as the result of information, whether 
correct or false, furnished by armament firms. 
There is no evidence, whatever, so far as the 
Air Ministry is concerned, for this particular 
allegation.” 

See also the Prime Minister’s answer to Mr. 
Mitcheson’s question quoted in paragraph 20. 

93. I have not been able to find any other evi- 
dence that could properly be dealt with under these 
headings. The indictment is that “ armament 
firms have been active in fomenting war scares,” 
etc. The evidence quoted in paragraph 18 speaks 
of “ the constant inflaming of public opinion.” In 
fact, as already mentioned in paragraph 74, the 
general charges quoted textually in paragraph 18 
convey the impression of a continuous process of in- 
flaming public opinion, etc. I suggest that the 
evidence, based as it is on two very feeble illustra- 
tions, does not even remotely bear out any such 
charge. 

* 2nd Day, p. 46, and again on p. 48. 
f Note.— (3) refers to the allegation that armament firms 
have disseminated false reports concerning the mihtary and 
naval programmes of various countries in order to stimulate 
armamente expenditure. 


94. I submit, further, that, as shown above, the 
latter case has not been made good in the evi- 
dence, and that, if the matter is to be put in 
proper perspective, the Royal Commission might con- 
sider the other influences operating to foment war 
scares, and so forth. 

95. They would not have to search very far back 
to find overwhelming evidence of such influences in 
the press of many countries (false news, premature 
announcements, scare headlines and posters, and so 
forth) which again and again, weekly, if not daily, 
have served to set one country against another. 
They would find them in foreign wireless propa- 
ganda, whether for consumption at home or abroad ; 
in pi'opaganda books and pamphlets; in educational 
curricula; in the speeches of responsible leaders; 
and above all in actual events. One might even 
ask whether, on a long view, pressure for such 
measures as unilateral disarmament is not liable, by 
bringing armaments below the safety line, to create 
alarm when emergencies suddenly arise and so to 
inflame public opinion. 

96. Compared with such influences, that of the 
private manufacturers of armaments is, I suggest, 
negligible. 

(iv) Interference in Disarmament Conferences. 

97. At this point it may be convenient to deal 
with the charge made in much of the evidence that 
private manufacturers of arms and munitions 
endeavour to prevent disarmament conferences from 
reaching a successful result. 

98. Except in the case of the Geneva Disarma- 
ment Conference, where vague insinuations of in- 
direct action have been made, which are dealt with 
in the next paragraph, no charge is made against 
British manufacturers of arms and munitions under 
this head. The case rests on a single example— 
that of Mr. Shearer, a citizen of the United States 
of America — ^the facts of which have received wide 
publicity. Lord Cecil describes the effect of Mr. 
Shearer’s activities as follows: — 

“ I was present myself at the negotiations . . . 

I would not like to say for a moment that it was 
entii-ely Mr. Shearer’s efforts that prevented the 
Treaty being made, but it is undoubtedly true that 
the suspicion and doubt which existed as to the 
policy of the British and American Governments 
produced the kind of atmosphere which brings about 
the failure of international negotiations, and I can- 
not help feeling that it would have been a decided 
advantage if Mr. Shearer had not been present at 
Geneva.” (1st Day, p. 6.) 

99. A brief note by the Admiralty on the Shearer 
episode is attached in Annex VIII. Their views on 
the results of Mr. Shearer’s activities are stated in 
the last paragraph of the note as follows: 

“ Whatever may be thought of Mr. Shearer’s 
activities, it seems clear that they did not in any 
way affect the result of the 1927 Naval Conference. 
The differences between the Governments of this 
country and the United States were of too funda- 
mental a character to have rendered agreement 
possible at that time, and it was only after a 
series of discussions and compromises that agree- 
ment for a limited period was reached at the 
London Naval Conference of 1930.” 

100. As an old inhabitant of international con- 
ferences and as one who was at the heart of the 
only two successful disarmament conferences in the 
history of the world (the Washington Naval Con- 
ference, 1921-1922, where I was Secretary to the 
British and British Empire Delegations, and the 
London Naval Conference, 1930, where I was Secre- 
tary-General) I should like to say that, apart pos- 
sibly from the usual ventilation of every point of 
view in the press, I have never heard of even a 
suspicion of interference of any sort, kind, or 
description by armament firms in the work of the 
conference. This might have been expected, if ever, 
at these two conferences, as, in the case of the 
former, they were losing contracts for huge capital 
ships, as well as prospective orders in the case of 
both conferences. Nevertheless, they made no move 
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so far as my knowledge goes. Persons witli long ex- 
perience at the Geneva Disarmament Conference re- 
port a similaj- experience. Such interference is 
altogether exceptional and probably confined to the 
one case of Mr. Shearer. And as to the false 
rumours that “ used to spread like magic through 
the lobbies ” of the Disarmament Conference, and 
which a witness attributes to “ Mr. Shearer’s spiri- 
tual brothers ” (10th Day, pp. 231 and 232), they have 
been part and parcel of every international conference 
I have attended, from Paris to the World Economic 
Conference, whether concerned with the making of 
peace, disarmament, reparations, finance or economic 
conditions. They oken occur when things appear to 
be going well. These attempts at sabotage may 
emanate from any quarter which feels dissatisfied 
with the course of events, and are just as likely to 
come from the left as from the right, or even from 
some official delegation, whose discipline is lax or 
team-work bad. 

101. For example, some of the organisations that 
include promotion of disarmament among their prin- 
cipal aims are at times very active at international 
conferences— in my experience far more so than the 
private manufacturers of armaments. Their proceed- 
ings include the presentation of huge petitions or 
memorials, deputations to ministers, influencing the 
press, representation by special observers, some of 
whom do not hesitate (even when the conference is 
meeting in private) to lobby ministers and even 
officials in the purlieus of the conference. So long as 
their activities are limited to general support to the 
cause of disarmament these societies may do good. 
But when they start to criticise particular proposals, 
or the attitude of particular delegations, they may 
do harm. If they attack the delegation of their 
own nation in their own press and criticise it in 
conversation with members of other delegations they 
may give a false impression that public opinion is 
not behind their delegates, whose policy may be 
actuated by reasons they cannot divulge without 
damage to the public interest. Or, if they criticise 
some foreign delegation for its attitude it may 
harden the public opinion of that country behind 
its delegates and make it more difficult for them 
to compromise. Disarmament conferences are the 
most difficult of all international transactions. They 
arouse great anxiety in many countries lest security 
should be jeopardise. Every delegation has its own 
problems to safeguard. Usually the only hope of 
success is to arrive at some highest common de- 
nominator on which agreement can be reached. To 
aim at more may easily wreck the whole thing. The 
best will often be the enemy of the good. The 
atmosphere is at times highly charged ; the problem 
of the statesmen concerned most delicate. In such 
circumstances guerilla allies only partially informed 
of the underlying circumstances, pressing perhaps 
for the impossible, may have precisely the effect that 
Lord Cecil attributes to Mr. Shearer of increasing 
an atmosphere of suspicion and doubt and producing 
or contributing to " the kind of atmosphere that 
brings about the failure of international nego- 
tiations.” 

(v) Bribery and Corrtjption. 

Point 2. — “That armament firms have attempted 
to bribe Government officials, both at home and 
abroad.” 

Bribery at home. 

102. No evidence has been offered against British 
firms manufacturing armaments of bribery at home. 
There is, however, a criticism of the fact that a 
certain number of British public servants have, after 
retirement, accepted posts in armament firms, 
whether as directors or officials. This is dealt with 
from a general point of view below under a separate 
sub-head. In considering both points, however, par- 
ticularly so far as this country is concerned, it is 
necessary to bear in mind the system under which 
orders for armaments are settled and placed. 

The British system for deciding and placing 
armaments programmes. 

103. First it is necessary to consider how the 
policy is decided. This has been described several 
times in Parliament. The first stage is the presenta- 
tion to the Committee of Imperial Defence by the 


Chiefs of Staff Committee of an Annual Review of 
Imperial Defence, which is based on a review of 
the international situation by the Foreign Office, on 
corresponding information from other government 
departments, including the Colonial Office and the 
India Office, and on reviews of various detailed 
aspects of imperial defence by sub-committees and 
by the secretariat. 

104. The Annual Review by the Chiefs of Staff 
is completed in time to provide a guide to the de- 
fence departments in the preparation of their esti- 
mates as to the priority of importance of the various 
items of expenditure on imperial defence. After 
consideration by the Committee of Imperial Defence 
the Review is forwarded, with the remarks of the 
Committee, to the Cabinet. 

105. The Cabinet may either note or approve the 
report, or may take special steps in regard to it. 
For example, in 1933, as Mr. Baldwin told the 
House of Commons on 22nd May, 1935 (Annex IX), 
owing to the serious situation revealed by the Annual 
Review more detailed inquiries were undertaken, 
first by an official sub-committee of the Committee 
of Imperial Defence, and afterwards by a Ministerial 
body presided over by the Prime Minister. The 
first result of these inquiries was the Royal Air Force 
programme announced in July, 1934. 

106. This first stage, that of policy, is necessarily 
conducted in complete secrecy. It is based on a 
weighing up of very broad considerations — foreign 
policy for the maintenance of peace, disarmament 
policy, financial policy, defensive policy, and so 
forth. A good many ministers and officials are 
concerned in it, and it would be absolutely im- 
possible to influence the policy by any kind of pres- 
sure on so many individuals — even if such a thing 
were conceivable. 

107. The estimates of the defence services, which 
give effect to the Government’s policy, are drawn 
up by the defence departments and submitted by 
them direct to the Treasury, which department, 
being represented by the Prime Minister and Chan- 
cellor of the Exchequer in the Cabinet and in the 
Committee of Imperial Defence (which is attended 
also by the Permanent Secretary to the Treasury) 
as well as by officials on many sub-oommittees of 
the latter committee, is completely informed on 
all aspects of defence policy. This stage is also con- 
ducted in complete secrecy between the Treasury 
and the individual departments concerned and it 
would be quite impossible, even if it were’ conceiv- 
able, for any outside person to exercise influence. 

108. The Admiralty, War Office and Air Ministry 
have submitted evidence (which they are prepared 
to amplify) to show that, in the placing of orders, 
the precautions and checks are so stringent as to 
make malpractices extremely unlikely. 

Bribery abroad. 

109. Apart from quotations from the evidence 
before the American Inquiry, which I have not read, 
and on which I can throw no light, the evidence 
of bribery of government officials by British manu- 
facturers abroad appears to rest mainly on the 
alleged bribery of a Japanese admiral during the 
four years preceding the War (5th Day, Appendix, 
p. 155). 

1/10. A copy of a newspaper report of the judg- 
ment in July, 1914, is attached (Annex X). The 
judgment was not given in respect of any British 
subject, but of members of a great Japanese firm 
who acted as their agents in Japan. 

111. As already shown in the proceedings of the 
Royal Commission (5th Day, p. 151, Q. 850), there- 
fore, the agente’ bribe was not given to increase the 
amount of the order, but in a case where the order 
for a single cruiser had been advertised, to enable 
one firm to secure the order from a rival. The bribes 
did not increase the amount of the expenditure on 
armaments. The method of stopping the bribery, 
namely, by action in the courts of the country con- 
cerned, was, surely, preferable to drastic action, such 
as the prohibition of private manufacture. 
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1,12. Two otter examples of bribery by manufac- 
turers of arms are mentioned in the evidence, but 
neither of them concerns British private manufacture 
at all, namely Dr. Liebknecht’s allegations in the 
Reichstag in April, 1913, against Messrs. Krupps’ 
agent in Berlin, and the Seletzki case. 

113. The Royal Commission would probably en- 
counter great difficulty in establishing the facts or in 
drawing from them conclusions that would be likely 
to influence their report. In both in.stances the 
charges were against agents rather than armament 
firms, and government action was taken to clear the 
matter up. 

114. If bribery abroad by private manufacturers of 
armaments were on such a scale as seriously to affect 
the volume of world armaments, it would have to 
be carried out in the countries which maintain 
large armaments. Prima facie this seems unlikely to 
occur, however, for several reasons; firstly because 
the great powers, which maintain a large propor- 
tion of the world’s armaments, place the bulk of 
their orders within their own territories; secondly, 
because most of the larger countries have highly 
organised systems of government which must pro- 
vide checks against bribery on a large scale; thirdly, 
because security necessitates the utmost care in the 
selection of armaments and bribery is not likely to 
be a decisive factor. 

115. If bribery is limited to the smaller or less 
highly-armed states it will not seriously affect the 
volume of world armaments, since, broadly speaking, 
the armaments of great powers are measured by 
those of other great powers and are not much affected 
by those of the weaker states. Moreover the extent 
to which bribery could be resorted to is limited by 
the fact that it would rarely be possible except in 
those countries where corrupt practices of this kind 
are a common accompaniment of business contracts. 

116. It is suggested that under this head of the 
indictment it has not been shown that bribery is an 
appreciable factor in the volume of the world’s 
armaments. 

Would government monopoly get rid of bribery? 

117. The question now arises as to whether a 
universal system of government monopoly of arma- 
ments manufacture would eliminate the risk of 
bribery? 

,118. In the first place, as rather a minor point 
perhaps, it should be noted that there would reina’.u 
outside of any system of government monopoly a 
largo number of raw materials, semi-manufactured 
materials, accessories and components. The firms 
concerned in these commodities would be contractors 
to governments, and their agents would be dealing 
with officials of governments, at home and abroad, 
on a much wider front than at present; for the 
circumference of the official circle of armament 
activity would be greatly expanded as the result 
of governments taking over the whole armament 
industry. More opportunities for bribery of gov- 
ernment officials would exist then than now, and 
this particular danger, on which some of the advo- 
cates of prohibition lay so much stress, would be 
intensified. Actually it is believed that under exist- 
ing conditions this danger is virtually non-existent 
except perhaps in countries where trade bribery is 
common. 

119. I venture to suggest, however, that there are 
wider grounds than the above for supposing that the 
institution of a world-wide government monopoly 
of armaments manufacture would not eliminate 
bribery to such extent as it may exist. 

120. In. the first place it must bo remembered that 
the armaraents-producing powers would have strong 
motives for obtaining orders for their state indus- 
tries. I am aware that some witnesses have assumed 
the contrary, but I cannot share their view. The 
reasons for their assumption may be summed up as 
follows ; — 

(i) Governments, for reasons of economy, would 
wish to keep their own armaments as small as 
possible, and would have no incentive to stimulate 
an armaments increase abroad and so to inci’ease 
the general level of armaments, 


(ii) As prohibition of private manufacture 
would form part of a disarmament convention, 
governments would desire that it should he 
scrupulously observed, and would therefore avoid 
stimulating the grdwth of armaments in non- 
manufacturing countries. 

(iii) For the same reason governments would 
have no interest in “ qualitative improvement ” 
in its own armaments or in those of foreign 
countries.* 

121. The above suggestions do not correspond to 
realities. In many countries the interests of economy 
would come second, as they do to-day, to those of 
security — unless, indeed, we had arrived at a 
Utopia in which the causes of international suspicion 
had been removed. 

The states that supply armaments would wish to 
see the armaments of any countries they regarded 
as a menace kept on as low a level as possible. 
And they would equally wish to see the armaments 
of their allies or potential allies maintained at the 
maximum size and efficiency permitted by any dis- 
armament treaty. They would also wish to bind 
hesitating countries to them by ties of dependence 
in armaments. 

122. By obtaining orders from those countries they 
would gain the following advantages: — 

(o) Increased strength for their allies or poten- 
tial allies. 

(b) The political advantage of dependence upon 
themselves for repeat orders, spare parts, am- 
munition, etc. 

(c) A military advantage in the increase in 
machinery, experience and war potential. 

(d) An economic advantage in the employment 
given to their factories. 

(e) The satisfaction that the orders had not gone 
to increase the political influence and war 
potential of the nations they regarded as a 
menace. 

Outside the category of allies or potential allies, 
however, there would ihe a large number of non- 
producing states whose armaments (for geographical 
reasons or owing to their relatively small size) do 
not really affect the armaments of the prodTicing 
states in any way, whether there is a disarmament 
convention or not. In the aggregate the orders 
of such states would be considerable. For these 
orders there would be a scramble by the producing 
nations, partly in order to help keep their state 
factories busy and increase their own war potential, 
and partly to prevent rival nations from obtaining 
the advantages of such orders. 

123. I cannot accept the view that, under the 
system proposed, governments would lose interest in 
qualitative improvement. If someone, for 
example, were to invent an effective apparatus for 
bringing down aircraft, a faster aeroplane, a 
superior explosive, or for the matter of that any 
kind of technical improvement, everyone would want 
it, provided that it fell within the scope of any 
existing disarmament treaty. And there is ample 
scope for technical improveraeuts within a disarma- 
ment treaty. 

124. One would like to assume that governments 
would in no case resort to bribery, but, unfortunately, 
the assumption is not justified. If in some 
countries, governments nr their officials can be 
bribed, as the advocates of prohibition maintain, 
they can also bribe ! There have, for example, been 
many instances of bribery of a foreign press by 
governments, and it is notorious that the practice 
has not ceased in post-War times. 

125. Apart from the cruder forms of bribery, how- 
ever, there are many means of “ inducement ” open 
to governments that are not to the same extent 
available to private industry, such as easy terms of 
payment, financial accommodation, loans (see also 
under the heading “ Solicitation ”), rebates, trade 
treaties, political support in international disputes, 
mutual assistance arrangements and even alliances; 
one hesitates to mention orders and decorations — 
because in this country such inducements are out of 
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the question — but 'hurajin nature is frail and the 
standards vary in different pai-ts of the world. 
Whether some of the above “ inducements ” fall 
properly under the heading of “ bribery ” or belong 
to the order of negotiation and legitimate policy is 
a matter on which opinions may differ. Some 
examples are mentioned in the next paragraph. 

126 . Past history shows that, even under the 
existing system, such things have happened. An 
example is mentioned in Colonel Daniel’s paper on 
the British documents on the origins of the TTar 
(Annex V), which occurred in 1906 in connection 
with the rearmament of the Serbian artillery, and of 
which a fuller account is given in Annex XI. It 
will be seen from this Annex that the Austro- 
Hungarian government, who wanted to get the order 
for their own firms, first did not allow the sample 
guns of foreign competitors to reach Serbia (though 
they had apparently promised to do so), and after- 
wards tried to force the Serbian government to 
place the order in Austria by refusing, if they did 
not secure it, to conclude a commercial treaty which 
they_ believed to be very important to Serbia. The 
Serbian government, however, called their bluff and 
eventually placed the order with Schneiders. The 
whole story became public and must have added not 
a little to the ill-feeling already existing between the 
two countries, and which later was to set the world 
on fire. 

127 . If these things have happened in existing 
conditions, when governments are concerned only in 
the second degree, they might become still commoner 
when they were concerned in the first degree as 
competing manufacturers and suppliers of arma- 
ments. The Royal Commission will probably agree 
that this would not add to the amenities of inter- 
national relations. 

128 . One of the witnesses sa 3 ^ : — 

“ Possibly evidence will be given to you, but I 
am not going to trouble you with it, of allega- 
tions which were made in the American Inquiry 
and elsewhere of disreputable methods. I do not 
think from my point of view that has much to do 
with it. The fact that a particular agent of a 
government has been bribed is not the point. The 
point is whether they were working for the sale 
of arms. Wliether they did it reputably or dis- 
reputably does not matter to my mind. There- 
fore I am not going to bother you with that. I ' 
have no doubt you could find evidence of similar 
things going on in a great many other trades 
dealing with governments.” (1st Day, p. 6.) 

That extract places the issue succinctiy. It is tho 
sale of arms by private manufacture that the critics 
really object to. Bribery is a separate matter 
altogether which apparently still exists in some 
countries, and ought to be dealt with by itself with- 
out mixing it up with the arms controversy. If 
bribery is to be put an end to, as it ought to be, 
not only in the matter of arms contracts but of 
other contracts as well, the cure would seem to rest 
with the governments and peoples of the countries 
where these things happen, rather than by shutting 
down one of the many vast indiistries to which this 
evil must be an intolerable nuisance. 

129 . To sum up — it is suggested that questionable 
commercial methods of securing markets and increas- 
ing trade can probably be found to exist in some 
countries in connection with the sale of most com- 
modities. Experience shows, moreover, that the 
methods pursued in any country reflect to a large 
extent the standards of commercial and public 
morality that exist there. If, for instance, the alle- 
gation referred to by the Temporary Mixed Com- 
mission in 1921 that the bribery of government 
officials is a practice of private armament firms is 
true in any country, it is probably because bribery 
is condoned by the standard of conduct there in 
force. The evil, even so far as armaments are con- 
cerned, will not be eliminated by abolishing private 
trade in arms. In the main the cleansing of this, 
as of any industry, depends upon the pressure of a 
healthy public opinion in the country concerned. 


(vi) Employment of British f^x-government 

SERVANTS IN PRIVATE MANUFACTURE. 

130 . This subject, to which several witnesses have 
called attention, will it is understood be dealt with 
by other official evidence. It will be shown that the 
checks provided in the public service are such that 
there is no risk of bribery and corruption arising 
from such instances, even if the -high standing of 
our public services were not of itself a guarantee 
against this abominable insinnation. In this con- 
nection perhaps the Royal Commission would like to 
read paragraphs 54 to 69 of the report of Sir Warren 
Fisher’s inquiry of 1928 (Cmd. 3037/1028), which 
sets forth what our British standards are, and which 
have the general imprimatur of governments. A 
copy is attached as Annex XII. 

131 . As a general observation I suggest that there 
are advantages in such appointments (many of them 
technical in character), especially in time of war, 
owing to the fact that this ensures that, in the 
firms which supply a large proportion of our arma- 
ments, there are people who know the requirements 
of the defence services at first hand, and who can, 
so to speak, “ speak the same language.” It would, 
I suggest, be detrimental to our supply services, 
especially in war, if such attachments were pro- 
hibited. As Sir William Jowitt puts it — “ I realise, 
and it is perhaps fair to say this, that such a system 
is perhaps inherent in the private trade in arma- 
ments. You cannot run an armament firm if its 
directors and management are going to be — what shall 
I say — a lot of lawyers? ”* iforoover, the govern- 
ment has to give contracts to firms dealing with many 
commodities besides armaments, and in many of these 
ex-government servants are to be found at work. Are 
such posts also to be barred to ex-government ser- 
vants? If so, officers retrenched from the defence 
services or who have to retire in the prime of life will 
he hard put to it to find a living. As an illustration 
of how innocuous such appointments are it may be 
mentioned that the Bren machine gun (the inven- 
tion of a foreign firm) was adopted in spite of the 
fact that a British firm had produced a rival 
weapon and that a late Master General of tho 
Ordnance is one of the British firm’s directors and 
its chairman a late Chief of the General Staff. 

(vii) Influencing the press. 

Point 4. — ” That armaments firms have sought 

to influence public opinion through the control ol 

newspapers in their own and foreign countries.” 

132 . It can hardly be denied that the opponents of 
private manufacture have sought to influence public 
opinion through newspapers in their own and foreign 
countries against such manufacture, even to the 
point of seeking its prohibition by law. Some of the 
societies have their own perio<licals, which have 
been used incidentally for this purpose, and tliey 
exercise a strong influence in a section of the British 
press. 

133 . In spite of this provocation by their opponents 
the British private manufacturers whose business 
includes arms manufacture have remained com- 
paratively quiescent. There is, I think, little or 
no evidence offered against them under this head 
except Mr. Noel Baker’s case against the technical 
aviation press (10th Day, pp. 233 and 234, and 
statement of evidence, paragraphs 17A to 20). Mr. 
Noel Baker’s case, as I understand it, is that most 
of the periodical journals devoted to aviation took 
a strong line against the proceedings of the Dis- 
armament Conference (supporte<l by numerous ex- 
tracts) ; that these journals have such a large num- 
ber of advertisements from aircraft companies that 
they could not carry on without them ; and that 
“ this business of a technical press which depends on 
an industry is an inevitable result of private manu- 
facture, and is very unfortunate ” (10th Day, p. 
234). So little are technical journals under the con- 
trol either of the Air Ministry or of the trade that, 
as I am informed, they frequently criticise both 
the one and the other for their supposed short- 
comings. Apart from this I would observe that, 


* 7th Day. Q. 1067. 
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whatever may be its importance from a technical 
point of view, the influence of the teclinica! press 
on policy has been greatly exaggerated. It could 
be said with confidence that few, if any, of the 
Ministers (on whom responsibility for policy lies) 
have time to study, even if they ever see, the tech- 
nical organs mentioned by Mr. Noel Baker, and 
those officials whose duty it may be to see them 
would never be influenced in the slightest degree .so 
far as policy is concerned. 

Among the examples of the supposed mis- 
demeanours of the technical aircraft press is cited 
an advertisement which appeared in The Aero- 
ylane of 18th July, 1934, of a British aircraft of 
Service type — it was actually a British Bulldog — 
which was shown with swastika marking and which 
Mr. Noel Baker assumes was exported to Germany 
while we were still contesting that country’s right 
to have an air force (10th Day, p. 234). The 
machine in question was actually supplied to Fin- 
land, w'hich also flies the swastika, but with the 
arms reversed, so that the whole point of the refer- 
ence to this case falls to the ground. Mr. Noel 
Baker also criticises the propaganda of those 
journals (and the “ patriotic societies ”) in favour 
of a larger Air Force in order to increase our de- 
fensive preparations. He offers this as “ a unique, 
but little noticed, example of which I have called 
the ‘ major evil ’ . . . ” In the same way his 
opponents would have an equal right to protest 
against the journals and propaganda of the societies 
that advocate disarmament, and especiallj’ uni- 
lateral disarmament. But all that belongs to the 
wider question of the right of free expression of 
opinion. 

134 . There is, also, a certain amount of allega- 
tion against foreign arms manufacturers, but it 
would be difficult to get to the bottom of that. 

135 . On this subject, again, it is necessary to 

appeal for proper perspective. The question of 
control of the press is a very large one. Suppose 
it be true that armaments interests albroad have 
controlled or do control what at most can only be 
a small nuinber of newspapers, what is the amount 
of influence they can exert in comparison with other 
influences? In several “ authoritarian ” states, for 
example, government control is so complete that 
the press can be turned on to public opinion like 
a hose to saturate it with whatever policy the 
government has decided to i)ursue. It is not usually 
a good advertisement for government control of 
anything.* Apart from governments, there are 

innumerable other influences at work in the press 
of all countries. Would the disappearance of private 
manufacture make the slightest difference to the 
stream of scare headlines, premature “ leakages ” 
of official information, and dubious or tendentious 
news that in most countries does so much, in some 
types of newspaper, to disturb international rela- 
tions? How does the infltience of firms manufac- 
turing armaments compare with that of the in- 
dividual owners of whole groups of newspapers, of 
political parties, of individual statesmen, and even 
of governments ? 

136 . Some of the collections of documents on the 
origins of the War published abroad coiitaiir remark- 
able testimony to the importance attached by foreign 
governments to securing the goodwill of the press 
in countries other than their own, as well as evi- 
dence of money spent to ensure this aim. There 
are allegations in the diplomatic correspondence of 
these times also of bribery of the press by banks. 

137 . Unfoi-tnnately, as already mentioned, bribery 
of a foreign press by governments is by no means a 
thing of the past. 

138 . The conclusions under this head appear to 
be : — 

(i) That against British private manufacture 
no case has been made out of influencing public 
opinion, through the control of newspapers at 
home or abroad, though the weapon of the press 
has been resorted to by its opponents in order 
to bring about its downfall ; 

* See also paragraph 46 above re government action on 
the press. 


(ii) that the case against foreign private manu- 
facture, unavoidably perhaps, is vague; 

(iii) that the tendency of the evidence on this 
point is, as usual, out of perspective, since the 
influence that could be exerted on public opinion 
through the press by armaments manufacturers 
is very small compared with that of other in- 
fluences; 

(iv) that the prohibition of private manufac- 
ture and the institution of government monopolies 
would not prevent this alleged evil, since there 
have been many instances of governments who 
have “ sought to influence public opinion through 
the control of newspapers in their own and foreign 
countries,” and might resort to this method for 
obtaining ordei's for their state armament in- 
dustry ; 

(v) that, in countries where the press is venal, 
the proper corrective is to be found in exposure 
and the creation of a healthy public opinion — 
a matter for the governments concerned. 

(viii) Solicitation. 

139 . “ Solicitation ” or “ touting ” — the character- 
istic terms used by the critics of private arms manu- 
facture to describe efforts to obtain orders — is not 
specifically mentioned among the six points men- 
tioned in the Temporary Mixed Commission’s Report. 
Since, however, the subject has been i-aised, it may 
conveniently be introduced at this point. These 
terms, with their sinister echo of the street and the 
police court, seem the wrong words to use of a 
firm which, having something to seU — often consist- 
ing of devices for pure defence such as anti-aircraft 
guns, coast defences or gas masks — tries hard to 
sell it. Surely this is merely an “ endeavour to 
secure orders ”. 

140 . Presumably, there is no objection to a firm 
tendering for orders from a government which has 
announced a programme of armaments and called 
for tenders. For reasons already explained, that is 
likely to cover a very large proportion of the orders 
received. 

141 . What is objected to in the evidence is rather 
the alleged practice of firms to seek orders from 
governments, perhaps apai-t from their advertised 
programmes, for particular weapons. Most of the 
evidence on this subject is culled from the evidence 
given before the American Inquiry. Naturally I 
can throw no light on these cases. 

142 . The alleged “ evil ” of solicitation is dealt 
with effectively in the following extracts from the 
Royal Commission’s proceedings; — 

” We have no evidence as to how far solicitation 
is used by armament firms in this country, but 
we suggest that nations arm not because they are 
solicited but because they are afraid. Solicita- 
tion admittedly may act on fear, but is not the 
primary cause of fear, and fear is the cause of 
armaments. Nations would arm, were there no 
solicitation whatever, until fear is removed.”* 
(2nd Day, p. 39.) 

“ It is said that solicitation by sellers of arms 
keeps the world in a state of permanent unrest. 
We dp not presume to offer evidence on this head, 
for we have no first-hand knowledge, but we wish 
to make a comment. In Europe of to-day, where 
unrest is obvious, is the unrest the doing of 
Vickers or Krupps or Creusot or Skoda? Prob- 
ably no one would say that their activities are the 
sole cause, and we find it difficult to believe that 
they are even a serious contributory cause. Surely 
the evils affecting Europe lie deeper than the 
activities of armament makers,* however mis- 
chievous. But even if these are a contributory 
cause, it remains to be proved that nations if 
they were the only sellers would be less active in 
soliciting than are firms or companies.” 

{ibid.) 

“Professor Gutteridge: You think we would 
still have touting? ” {viz., under a system of 
National Boards). 

“Major Hills: I think some countries would 
still solicit.” 

(2nd Day, p. 43, Q. 463.) 

* The italics are not in the original. 
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“Mr. Spender: I suggest that it has been a 
chronic source of difficulty for a great many 
years past. For instance, as we all know, 
govex-mneuts are vgry anxious that certain other 
govei’nments should accept loans from them, and 
it ^ a very frequent condition that the loans 
shall be spent on armaments in the country of 
the lender.” (2nd Day, p. 42, Q. 444.) 
and again: 

Mr. Spender: 1 am not suggesting it is prac- 
tised by the British Government : I only suggest, 
as a general statement, that if you look at the 
diplomatic records of Europe before the War, this 
was one of the great weapons, the offer to another 
country, even the persuasion of another country, 
to accept a loan on condition that it spent it on 
armaments in the lending country.” {Ibid, Q. 445.) 
The Royal Commission will have no difficulty, if it 
so desires, in obtaining confirmation of Mr. 
Spender’s remarks, which is to be foxxnd in some 
of the continental compilations on the origins of the 
War. 

An example of another method of “ solicitation ” 
by governments is contained in Colonel Daniel’s 
summary from British Documents on the origins of 
TFor (Vol. V'lII, p. 589), where it is mentioned that 
in July, 1912, the German Emperor was reported 
to have urged the Russian minister of marine to 
place his shipbuilding orders in Germany, promising 
that six “ Moltke’s ” could be supplied in a com- 
paratively short time. (Annex V.) 

143. The endeavour to secure orders by agents of 
private firms in foreign countries is unlikely, for 
reasons already given in paragraphs 114, 115 and 
142, to have any appreciable influence on the sum 
of the world’s armaments, or in the region of policy 
except possibly in minor states where armaments 
orders are relatively small. Under a system of 
government monopoly it may be expected that some, 
at any rate, of the arms manufacturing countries 
would have their agents in the non-manufacturing 
countries, who might be officials attached to their 
diplomatic legations. These agents would be in a 
much stronger position than the representatives of 
private firms, and, with the authoritv of their 
governments behind them, might operate in the 
sphere of policy. The position would thus be 
worse than before. 

144. The evidence already given before the Royal 
Commission, supplemented as above, gives a fair 
answer on the question of solicitation, namely: — 

(i) that British firms are very little implicated ; 

(ii) that, if the matter is put into perspective, 
the solicitation of armament firms is not a serious 
confeibutory cause of unrest among nations ; 

(iii) that the cure rests with governments them- 
selves; and 

(iv) that this particular alleged “evil” would 
not be eliminated and might be aggravated by 

government monopoly. 

(ix) Armament rings and trusts. 

145. The following can conveniently be dealt with 
together : — 

^ Boini 5. — “ That armament firms have organised 
international armament rings through which the 
pmament race has been accentuated through play- 
ing off one country against another.” 

_ Point 6 . — “ That armament firms have organised 
international armament trusts which have in- 
creased the price of armaments to Governments.” 

146. There is a curious inconsistency in some of 
the evidence on this point. 

147. On the one hand, if firms manufactur- 
ing armaments are working independently, we hear 
of the evils of competition. All that class of “ evil ” 
represented in the terms “ bribery,” “ corruption,” 

solicitation,” “ touting,” etc., are, according to 
one theory, due largely to free competition. 

148. On the other hand, when the firms tend to 
get together, which, one would expect should 
eliminate these particular alleged evils, they are 
accused of forming “ rings ” and “ tmsts ” (Whether 
national or international), of “ playing off one 
country against another,” and of increasing “the 
price of armaments to governments.” 


149. The fact is that, in the eyes of many of their 
critics, firms manufacturing armaments can do 
nothing right, since nothing short of proliibition 
will satisfy these critics — though prohibition, as 
already shown, is not going to remove the evils they 
allege. It is nationalisation, not rationalisation, 
that they want. 

150. It is not quite clear from the evidence whether 
the inere forming of “ rings ” and “ trusts ” by 
armaments manufacturers is itself considered an 
offence. It is admitted, however, by several wit- 
nesses that, in this regard, they are doing nothing 
which is not being done in other branches of trade 
and commerce. That, of course, is true. The 
primary object of rationalisation is, I assume, to 
eliminate various forms of -waste, for example, by 
the scrapping of redundant machinery, by the re- 
duction of overheads or by the elimination of un- 
necessary competition. It is difficult to see why it 
should be wrong for armament manufacturers to 
rationalise their businesses in order to attain these 
objects. 

151. In considering rationalisation it must always 
be borne in mind that the firms manufacturing arma- 
ments are concerned also to a very large extent in 
other forms of manufacture. They cannot be ex- 
pected to stand out of an almost universal move- 
ment. It is very natural, for example, that a large 
user (and perhaps also manufacturer) of steel, both 
for armaments and purely peaceful products, should 
be closely connected with the general steel industry; 
or that a chemical firm which also manufactures ex- 
plosives (Imperial Chemical Industries, for example, 
which is admittedly “ not primarily an armament 
firm ”*) should rationalise itself for the sake of its 
paramount civilian side. 

152. Whether rationalisation has proved an ad- 
vantage to imperial defence is more doubtful. To 
the extent that it increases efficiency it is, of course, 
an advantage. But unfortunately, resulting, as it 
did, from a natural decrease in orders for armaments 
following the War 1914-18, it has led to a large 
diminution of capacity for output as compared with 
the days when there were many firms manufacturing 
general armaments. No doubt, however, the con- 
centration was preferable to a continued competi- 
tion for a very limited market in which all the 
manufacturing concerns would have collapsed. ' 

(x) Prolonging wars, and supplying doth sides. 

(Bolivia-Paraguay.) 

153. One of the objections raised against private 
manufacture is that it prolongs wars. The Inde- 
pendent Labour Party, for example, claim that 

“ British armament firms have prolonged the war 
between Paraguay and Bolivia, despite the ‘ out- 
lawing ’ of this war by the League of Nations, by 
supplying war material to both sides.”t 
They support this statement with figures of exports 
of war material to Bolivia and Paraguay between 
January, 1932, and June, 1933. 

154. The Independent Labour Party’s allegations 
are dealt with in a Memorandum prepared in the 
Foreign Office, which is attached in Annex XIII, 
where it is shown that they are without foundation. 

In this general memorandum it is only neeesary to 
quote the conclusion of tho Foreign Office, which is 
as follows: — 

“ Conclusion. 

It will bo seen from the above that it is unfair 
to place any responsibility for the prolonging of 
the war between Bolivia and Paraguay upon 
British armament firms. Such arms as they ex- 
ported to the belligerents were exported under 
licences obtained from His Majesty’s Government. 
The latter, moreover, far from encouraging the 
export of arms, were the first to suggest an em- 
bargo and actually imposed it themselves without 
awaiting similar action by other governments. In 
so far as the war was ‘ outlawed ’ by the League 
of Nations, such action (in the form of approving 
the embargo) was taken some considerable time 

* Statement of the Union of Democratic Control. (7th 
and 8th Days, p. 191 ; see also pp. 142 and 146). 
t 6th Day, Appendix, p. 166, paragraph 6 (6). 
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after His Majesty’s Government had already im- 
posed an embargo and when the supply of British 
arms to the belligerents had already ceased 

155. Lord Cecil also refers to the Bolivia-JParaguay 
war, citing it as an example of “ armaments provided 
by some firms being used by both sides in a v/ar ”, 
which he considers to be “ a very repulsive condition 
produced by this particular industry 

156. The question of whether the supply of war 
material — or, for the matter of that, of other com- 
modities essential to the carrying on of a war — ^to 
both sides is “ repulsive ” or not depends upon the 
point of view. A belligerent, and especially the 
fighting man, whose life depends upon his supplies of 
war material, would sooner have supplies from a 
country which was also supply his enemy as well, 
than not at all. We ourselves, for example, would 
not have valued the indispensable fuses supplied in 
the Great War from Switzerland the less if-, we had 
known that war material was also being sent from 
that country to our enemy. To some people it would 
be even more “ repulsive ” to see a country over- 
run, its cities bombed and sacked, its civilian popu- 
lation exposed to all the horrors of invasion, than to 
supply it with the means to defend itself. That is 
the reverse side of what Lord Cecil calls “ the 
emotional aspect ”. 

157. But the real reply to liOrd Cecil is to raise 
the question as to whether matters would be im- 
proved from his point of view by prohibition of 
private industry. The Council of the League, in 
considering how the evil effects of private manufac- 
ture are to be prevented, have the obligation under 
Article VII 1 of the Covenant to pay due regard ‘‘ to 
the necessities of those members of the League which 
are not able to manufacture the munitions and imple- 
ments of war necessary for their safety Both 
Bolivia and Paraguay fall within this category. If 
private manufacture had been abolished at some 
stage before this ancient dispute culminated in war 
some arrangement must have been made to meet 
their needs. In other words, these countries would 
have had to make some arrangements with arms pro- 
ducing countries for providing for their needs both 
in peace and war. They might ea^ly have both 
made arrangements with the same government or 
governments. How great would have been the em- 
barrassment of the government or governments con- 
cerned when war broke out when there was great 
uncertainty as to who was the ” aggressor ” — a 
point which, I think, has never been pronounced 
upon. Either they must have fulfilled their obliga- 
tions to both countries — Lord Cecil’s ” repulsive 
condition ” ; or they must have fulfilled them in one 
case, but not in the other, which would have been 
very difficult in view of the doubt as to which 
country was the a gg ressor ; or they would have dis- 
regarded their obligations to both, in which case the 
whole system would break down, since other non- 
producing nations would take the lesson to heart and 
start to make their own arrangements for armaments 
production. 

158. It is submitted that the present system, under 
which private firms can supply non-producing 
nations, but under which the nations can concert 
an embargo at the Council of the League, if not 
perfect, is infinitely preferable to state monopoly. 

(xi) Alleged inefficiency. 

159. We come now to another inconsistency in the 
case against private manufacture. Up to now part 
of the charge against the industry has been that it 
is so powerful and effective as to have become a 
danger to peace, that by the various and dubious 
methods already discussed it first induces one nation 
to purchase the last word in armaments and thereby 
compels neighbouring countries to do the same in 
self defence. Speaking of the Bolivia-Paraguay war, 
a witness quotes the Report of the League of Nations 
Commission as follows : — 

“ The armies engaged are using up-to-date 
material; aeroplanes, armoured cars, flame pro- 
jectors, quick-firing guns, machine-guns and auto- 
matic rifles ; the automatic weapons are available 
in great quantities, but the other arms are few. 


The arms and material of every kind are not 
manufactured locally, but are supplied to the 
belligerents by .^lerican and European 
countries.”* 

The implication of that quotation is that the 
efficiency of private arms manufacture is rather too 
great for the peace of the world. 

160. If it were true, as some witnesses claim, that 
state manufactures were both more efficient and more 
economical than private manufacturers, everyone 
would get better armaments and more of them for a 
given expenditure. On that hypothesis state 
monopoly would be a policy of “ better and bigger 
armaments ” ! In fact, however, neither of the 
hypotheses on which the inconsistencies in the 
evidence are based is true. On the one ^ hand 
private manufacture is not so powerful or so sinister 
as some of the witnesses would have us believe — as 
has been shown in the previous sections of this 
Second Memorandum of Evidence. On the other 
hand it is not so inefficient as other witnesses suggest. 

161. On the technical case made out by some of 
the witnesses as to layout, machinery and so forth 
I am not competent by knowledge or experience to 
offer any evidence. I content myself, therefore, 
with a few general observations. 

162. Firstly, if private manufacture were in- 
efficient the Admiralty, War Office and Air Ministry 
would feel obliged to take the matter up, since, as 
shown in my First Memorandum of Evidence, they 
rely on it to a very large extent, both in peace and 
war. 

163. Secondly, efficiency is for the purposes of this 
inquiry a comparative term. It would not be 
sufficient to establish that private industry was not 
at the highest attainable point of_ efficiency. In 
order to make good their case the critics would have 
to prove that the average efficiency of private 
establishments was markedly below that of corre- 
sponding government establishments— a very difficult 
comparison to draw. In the past, as the Royal Com- 
mission have already been reminded (11th Day) there 
have been numerous inquiries about government 
establishments, and, as a rule, the government has 
been urged by its critics to adopt the business-like 
methods of private firms, and to get rid of inefficiency 
which they seemed to think was inherent in a 
nationalised manufacture of arms. 

164. Thirdly, the comparative efficiency of govern- 
ment and private manufacture would have to be 
estimated, not as it exists at a particular date, 
but on its average over a long term. Undoubtedly 
efficiency would be greater when orders were large 
than when they were small. Since the War, as 
mentioned in my First Memorandum of Evidence, 
orders for armaments both from our own govern- 
ment and from abroad have been relatively small 
and one would expect to find, both in government 
and private establishments, that not much money has 
been available for modernisation of plant, and that 
the amount of skilled labour has decreased. 

165. Fourthly, it may be possible to make out a 
prima facie case to show that some armaments can be 
produced more cheaply in a government factory. 
But my impression i.s that this cannot be proved, 
since the costs alleged are not strictly comparable, 
and .this is particularly true when the comparison is 
spread over the wide field of naval, military and air 
armaments. 

166. Finally, in order to make the case, it would 
be necessary for the critics to prove that for purposes 
of .war, including not only war expansion of industry, 
but also the difficult period following an outbreak 
of war, state industry over the whole range of naval, 
military and air armaments is more efficient than, 
and can replace private manufacture. These things 
cannot be proved. 


* 1st day, p. 4. 
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167 . Some of the evidence on this subject has been 
discounted by passages in my First Memorandum of 
Evidence as to the effort of private manufacture in 
the War. I should like to add, however, that I agree 


in principle, though not necessarily in detail, with 
Dr. Addison, as to the need for centralised direction 
and co-ordination of armaments supply both in peace 
and war. 


PART VI 


SUMMARY. 

The historical case. 

(a) In Part II and in Annex II the historical basis 
of the attribution of “ grave objections ” and “ evil 
effects ” to private manufacture of arms and muni- 
tions is examined in detail. It is shown that, so far 
as available records go, neither before nor at the 
Paris Peace Conference was any real investigation 
of the subject carried out by any international or 
national authority. The idea of prohibiting private 
manufacture and trade was an American one, pressed 
by President Wilson, but apparently not unanimously 
supported by his own delegation. Though given 
some support by General Smuts in his paper of 
December, 1918, on the League of Nations, the idea 
had little support from the British delegation and 
iwas for the most part opposed by the British repre- 
sentatives. Eventually a strong case against pro- 
hibition was produced by the British defence depart- 
ments (one of the signatories being Admiral Wemyss). 
As a result of this, the British delegates concerned 
proposed and carried the formula on the subject 
now incorporated in Article VIII of the Covenant as a 
compromise. (Paragraphs 9 to 11.) In a note at the 
end of paragraph 12 and in Annex III evidence is pro- 
duced to refute the allegation that Admiral Wemyss’s 
considered judgment favoured the suppression of 
private manufacture of arms and munitions of war. 

(b) It is next shown that the allegation, made in 
the evidence against private manufacture that the 
Temporary Mixed Commission of the League of 
Nations took evidence and formulated “ conclusions " 
against private manufacture, is without foundation. 
The matter is examined in considerable detail in 
Annex IV, where it is shown from the official records 
and from the testimony of participants : — 

(i) That no outside evidence was taken by the 
Temporary Mixed Commission. 

(ii) That the six points against private manu- 
facture were neither “ charges ” nor “ con- 
clusions ”, but merely a catalogue of objections 
which had been urged against uncontrolled or 
untrammelled private manufacture of arms, and 
that no endorsement to these was given. The six 
points against private industry were balanced by 
eight points against its prohibition, constituting 
sets of propositions pro and con which had been 
urged, but did not represent any fi nding of the 
Temporary Mixed Commission as to their validity. 
(Paragraphs 12 and 13.) 

(c) A later questionnaire by the League of Nations 
resulted in Australia, the United Kingdom, Italy, 
Japan and Sweden stating that, to the best of their 
knowledge, there were no grave objections. Belgium, 
Bulgaria, Cuba, Egypt, Latvia, Norway and Poland 
considered that private manufacture was open to the 
objections previously enumerated, and South Africa 
raised other objections. (Paragraph 13.) 

(d) The general conclusion of Part II is that, 
prior to the recent British and American inquiries, 
there has never been any real investigation of the 
alleg^ evils of private arms manufacture and that 
the industries concerned have never been given a 
hearing. The historical foundations, therefore, of 
the case against private manufacture of and trading 
in arms are of sand. (Paragraphs 14 and 15.) 

General observations on the evidence. 

(e) The widespread propaganda against private 
arms manufacture and manufacturers is shown to 
have been conducted with a great deal of prejudice. 
The case against private industry and trade, as 
presented to the Royal Commission, is less un- 
restrained, but it is shown by extensive quotation 
that extravagant language is used to denounce and 


prejudice private manufacture and manufacturers. 
Little attention has been paid by witnesses to the 
declarations of His Majesty’s Government in a souse 
contrary to their own claims which are quoted in 
paragraph 20. The use of extravagant language 
against an industry that forms an essential part of 
our system of imperial defence is criticised as 
detrimental to the public interest, and the Royal 
Commission is asked, if the evidence is not found to 
justify violent language, to state its considered 
opinion in its report. (Paragraphs 17 to 24.) 

(/) The evidence against private manufacture is 
also criticised as lacking perspective. The sini.ster 
part attributed to manufacturers of war material in 
world events is magnified unduly by being stated in 
isolation, whereas, in the aggregate of circumstances 
bearing on any particular situation it must (even if 
proved, which it is not) have been negligible. 
(Paragraph 25.) The evidence is also criticised for 
its vagueness, exaggeration, inaccuracy and insinua- 
tion, as well as for the poverty of illustration, not- 
withstanding the admission of one witness that the 
organisation he represents “ has had the collabora- 
tion of a number of young and intelligent people 
who are concerned in the trade (Paragraph 27.) 
In order to indict a great industry it would be 
necessary to prove a great number of charges, and 
this, I suggest, has not been done. (Paragraph 28.) 

Tub general case ag^unst private manufacture 

AND TRADE. 

(fir) In Part IV the “ general case ” against pri- 
vate manufacture of and trading in arms is shown 
to rest partly on the alleged objections of public 
opinion, jiartly on the allegation that it tends to 
promote war, . and partly on the suggestion that 
private manufacturers must use dubious means to 
increase their trade and profits. (Paragraphs 30 
to 33.) 

(/i) So far as the alleged objections of' public 
opinion are concerned it is pointed out that the 
argument comes strangely from organisations that 
have been engaged for years in an attempt to pre- 
judice public opinion against private manufacture 
and that, among those best in a position to know 
the facts, the opponents of private manufacture have 
few if any adherents. Public opinion has been mis- 
led by the attribution of “ grave objections ” (with- 
out investigation) in the Covenant; by the mis- 
representations about the alleged “ conclusions ” 
and “ charges ” of the Temporary Mixed Commis- 
sion ; and by a number of allegations of detail which 
are dealt with in Part V of this evidence. The hope 
is expressed that the Royal Commission will not 
allow its judgment to be biased by the argument of 
public opinion. (Paragraphs 34 to 37.) 

(i) The argument that private manufacture tends 
to promote war is dealt with historically by refer- 
ences to the causes of the wars between 1815 and 
1914, the origins of the Great War, and of more 
recent wars. It is shown that, whatever may have 
been the influence of armaments as a whole on the 
wars of these periods, it is difficult to find in the 
standard woi’ks and commentaries on these wars, 
official, whether British (including the massive com- 
pilation of Messrs. Gooch and Temperley on the 
origins of the War) or foreign, or unofficial, any 
suggestion that the existence of private manufac- 
ture of and trading in arms exercised serious in- 
fluence. Some of the other influences on the origin 
of the wars of this period are referred to and it is 
suggested that, viewed in the perspective of the 
whole complex of " origins ” the existence of pri- 
vate manufacture was a negligible factor. Modern 
history, therefore, does not support the statements 
in the evidence that private manufacture is either 
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“ a predisposing cause of war ”, “ an obstacle to 
efforts for ijeace ”, an influence “ imperilling the 
peace of the world ”, involving “ the constant in- 
flaming of public opinion ”, “ a menace to the peace 
of the world ” or encouraging ” conditions endanger- 
ing peace.” Moreover to-day there are new dis- 
turbing factors, such as internal upheavals in many 
countries, economic depression, new systems of 
government, weakening of treaty obligations, pro- 
pagandist use of broadcasting, growth of militarism, 
large scale re-armament, and above all the air 
menace, which tend to sink into even greater in- 
significance any influence on questions of peace and 
war which might (if it had been proved) have been 
attributable to private manufacture of and trading 
in arms. The abolition of private manufacture 
would not touch the real causes of international un- 
rest. (Paragraphs 38 to 54.) 

The case in detail. 

(i) In Part V the case against private manufac- 
ture of and trading in arms is examined in detail. 
The evidence is marshalled as far as possible under 
the six heads adopted in the Report of the Tem- 
porary Mixed Commission, but points outside of 
these as well as all the principal illustrations of the 
” charges ” are examined. The general result is to 
show that the “ charges ” are not made good; that 
many of the detailed charges are not preferred 
against British manufacturers and in no case up 
to now are they proved against them ; that the 
illustrations are usually inaccurate and do not sup- 
port the “charges”; that the surrounding circum- 
stances by which events were really governed are 
usually ignored; that the alleged “evils”, where 
they may exist in particular countries, apply to trade 
generally and are by no means confined to purchase 
of arms; that these “ evils,” if they did exist, would 
not be removed by the prohibition of private manu- 
facture and trade. (Paragraphs 65 to 167.) 

(&) The alleged incompatihility of public duty 
and private interest involved in the oft-repeated 
suggestion that manufacturers of arms must deplore 
and try to prevent reduction of armaments and must 
resort to dubious methods to increase their trade 
and profits is strongly challenged as subver.sive to 
the general assumption of a fairly high standard of 
private morality on which civilised society rests. 
The charges against manufacturers of armaments 
are no more justifiable than corresponding 
charges would be, for example, against doctors 
nurses, undertakers, or many branches of trade or 
business where commodities or professions if abu.sed 
are deleterious to the public weal. The insinua- 
tions in the evidence against prominent persons hold- 
ing shares in companies which, inter alia, manufac- 
ture armaments are criticised. ( Paragraphs 56 
to 66.) 

(1) In reply to the objections urged against making 
“ profit out of war ”, it is pointed out that the 
phrase has a different ring if for the word “ war ” 
one substituted “ protection ”, “ means of de- 

fence ” or “deterrent to aggression”, which are 
more appropriate terms, especially when applied 
to private manufacture in this country with its 
strong instincts for peace and collective security. 
The Royal Commission are reminded also that many 
branches of manufacture, trade and transport make 
as good profits out of war as private manufacturers 
of arms. We cannot nationalise them all. The 
pi'oper procedure for preventing excessive profits, 
whether from the supply of war material or other 
commodities or services rendered, is to have resort 
to such expedients as income tax, super tax, excess 
profits duty and the methods adopted iby the Minis- 
try of Munitions in the Great War (Paragraphs 67 
to 72). 

(n?) The accusations against private manufacture 
and trade of fomenting war scares mid disseminating 
false reports are dealt with together. The Mulliner 
case, the one pre-War example quoted against British 
industry, is dealt with at length (paragraphs 77 
to 87, and Annex VI prepared in the Admiralty). 
It is shown that Mr. Mulliner, in bringing infor- 
mation to the government, was performing the 


elementary duties of a British citizen; that his in- 
formation was true and that in giving the informa- 
tion he was not disseminating false information 
or fomenting a war scare; that the Admiralty built 
the additional Dreadnoughts on the basis of 
information obtained elsewhere; that events proved 
that these additional ships were necessarj' to our 
security; that Mr. Mulliner’s public activities in 
the election campaign of 1909-10 took place after he 
had ceased his connection with the Coventry 
Ordnance Works and had become a member of the 
general public; that the controversy on the four 
Dreadnoughts was one of internal politic.? in which 
statesmen of all political parties took a part and 
in which the public was deeply concerned (“ We 
want eight and we won’t wait”); and that the 
Mulliner episode is not even mentioned in some of 
the most authoritative accounts of our naval iwlicy 
at that time, one of which is quoted in Annex VII. 
A more detailed summary of the Mulliner case is 
given in paragraph 87. In post-War times prac- 
tically no evidence against British manufacture has 
been offered under this head, with the exception 
of a newspaper interview by Mr. Fairey — but the 
influence of that is shown to have been negligible 
compared with the factors influencing our defensive 
policy. Given the paucity of illustration, comment 
is made on the absurdity of statements in the evi- 
dence that armament firms have been “ active ” 
in fomenting war scares or that there has been 
“ constant ” inflaming of public opinion. 

Finally under this head, a list is given of other 
influences operating to foment war scares, com- 
pared with which any influence that private manu- 
facture could exert is negligible. (Paragraphs 93 
to 96.) 

(n) The allegation of interference by manufac- 
turers of armaments in international conferences 
is next examined. No charge is made against 
British firms under this head. The one example — 
the case of Mr. Shearer — is dealt with in Annex VIII, 
prepared in the Admiralty, where it is shown that 
the differences between the countries principally 
concerned were too great at that time to enable 
agreement to be reached. “ One swallow does not 
make a summer ” and some of my personal experi- 
ences are drawn oii to show that the “ Shearer ” 
episode was unexampled. The proceedings at inter- 
national conferences of some influences other than 
private manufacture are shown to be liable at times 
to contribute to “ the kind of atmosphere that brings 
about the failure of international negotiations ” — 
the very charge they bring against private manu- 
facture. (Paragraphs 98 to 101.) 

(o) In dealing with allegations of bribery and 
corruption an account is given of the British system 
for deciding and placing armaments programmes in 
order to show how difficult it would be to resort to 
bribery and corruption. As regards bribery abroad 
in the case of a .Japanese admiral (1910-12), it is 
shown from the judgment (quoted in Annex X) that 
sentence was pronounced not against any British 
subject, but against members of a great Japanese 
firm who were the agents in Japan of a British 
firm who received the contract. The bribe was not 
given to increase the amount of an order, but to 
enable one firm to secure the order from a rival. 
It is pointed out that bribery and corruption in 
matters relating to armaments would not be removed 
by making armaments manufacture a government 
monopoly, since governments would have strong 
motives for obtaining orders for their armaments 
industries such as increasing the dependence of other 
nations upon them, and increasing their own “ war 
potential,” and preventing an increase of the “ war 
potential ” of their rivals. The cruder forms of 
bribery {e.g. of a foreign press) by some govern- 
ments are unfortunately not a thing of the past. 
In addition governments have at their disposal 
methods of persuasion of a more potent kind, in- 
cluding political inducement. Examples are given 
of their use (see also Annex XI). Bribery and cor- 
ruption in connection with armaments contracts can 
only occur when the standard of commercial morality 
enables such things to happen, not only in relation 
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to armaments but to all commercial contracts. The 
eradication of such abuses depends not on prohibit- 
ing private manufacture of and trading in arms 
(which would effect less than nothing) but upon the 
pressure of healthy public opinion in the country 
concerned. (Paragraphs ICS to 129.) 

(p) The objections to the employment of ex-officers 
and officials in armament firms are left, in the main, 
to other official witnesses to deal with, but an extract 
from a recent gO’vernment report is quote-d 
(Annex XII) to show the standards of the British 
public service. It is shown also that advantage to 
imperial defence results from this practice. (Para- 
graphs 130 and 131.) 

(q) The accusation of influencing the press has 
not been made good against British firms manufac- 
turing armaments notwithstanding the provocation 
which they have received from the press attacks of 
their opponents. The evidence against firms abroad 
is vague and inconclusive. The extent to which 
manufacturers of war material could influence the 
press is contrasted with other influences, often of a 
subversive kind, which have included that of govern- 
ments. The prohibition of private manufacture of 
and trading in arms and munitions of war and the 
substitution of a system of government monopoly 
would not cheek this alleged evil. (Paragraphs 132 
to 137. A more detailed summary is given in para- 
graph 138.) 

(r) The allegation of “ solicitation ” by private 
manufacture is only commented on briefly, as it has 
already been effectively dealt with by other evidence 
which is quoted. The “ evil ” would not be removed 
by government monopoly, but would rather be aggra- 
vated, since governments (who would have strong 
inducements to secure orders for their own factories 
and to divert them from their dangerous neighbours) 
could also “ solicit ” and would have at their dis- 
posal means of persuasion such as government loans 
and political considerations, which private industry 
cannot possess. (Paragraphs 139 to 144.) 

(s) In dealing with the allegation that armament 
fir ms have formed rings and trusts through which 
they play off one nation against another and increase 
the price of armaments to governments, attention 
is called to an inconsistency in the evidence. When 
the firms are free, complaint is made against the 
evils of competition ! When they are rationalised 
they are accused of playing off one government 
against another and of rigging prices ! The so- 
called rings and trusts are shown to be no more 
than the process of rationalisation which, often with 
the active encouragement of governments, is going 
on throughout industry, commerce and transport 
the world over. The argument that what may be 
right for other trades and industries is wrong for 
armaments, owing to the special conditions of this 
business, is questioned. (Paragraphs 145 to 152.) 

(t) The allegation that British firms prolonged the 
war between Bolivia and Paraguay by supplying war 
material to both belligerents is dealt with in 
Annex XIII, prepared in the Foreign Office, where 
it is shown that it is unfair to place any responsi- 
bility upon British firms. Such armaments as they 
exported were under government licence and His 
Majesty’s Government, far from encouraging the 
export of arms, were the first to suggest an embargo 
and imposed it themselves in advance of other 
nations. The war was not “ outlawed ” by ihe 
League of Nations until after the supply of British 
war material to the belligerents had ceased. As 
regards the supply of war material by private manu- 
facture to both belligerents, it is pointed out, by 
reference to our own experience in the Great War, 
that it is preferable for a belligerent to obtain arms 
under this condition than, owing to inability to 
obtain arms at all, to expose the civilian popula- 
tion to the horrors of armed occupation. Finally 
it is shown that under Article VIII of the Covenant, 
the non-arms-producing nations are entitled to 
receive supplies. If private industry was replaced 
by government monopoly, arms-produeing govern- 
ments would be bound to supply them to their great 
embarrassment in time of war. This alleged “ evil ” 
therefore would not be eliminated by prohibiting 
private manufacture of and trading in arms and 
munitions of war. (Paragraphs 153 to 158.) 


(u) In connection with the allegation that British 
armament firms are inefficient, another inconsistency 
in the evidence is pointed out. The implication of 
most of the evidence against private manufacture 
of arms is that its efficiency is too great for the peace 
of the world. Other witnesses, however, claim that 
it is not efficient enough and that it can only be 
X'endered efficient by nationalisation. If that were 
true, nationalisation would mean an intensification 
of efficiency of arms production throughout the 
world. In fact, however, private manufacture is 
neither so powerful nor so sinister as one set of wit- 
nesses suggest, nor so inefficient as other witnesses 
would have us believe. If it were inefficient the 
defence departments would have to take the matter 
up. No evidence is offered on the highly technical 
allegations of inefficiency against private firms manu- 
facturing armaments made by some witnesses. But 
in some general observations it is pointed out that 
efficiency is a comparative term; that the critics, 
in order to establish their case, would have to prove 
that the average of private industry is markedly 
below that of government manufacture. The Royal 
Commission are reminded, however, that in the past 
there have been numerous inquiries into govern- 
ment establishments and that the usual criticism of 
government departments has been that they ought 
to adopt the business-like methods of private firms ! 
A further point that would have to be proved in 
order to establish the case of the critics is that 
private manufacture has been inferior to govern- 
ment manufacture over a long terms of years. When 
orders have been small, as in recent years, not much 
money is available for new plant, whether in private 
or state establishments and skilled labour is apt 
to become dispersed. Comparisons of this kind 
would be very difficult to make, especially over the 
wide field of industry involved in the armaments of 
the three defence services. Finally it would have 
to be proved that in time of war, inchxding both 
war expansion over the whole field of armaments 
and the difficult early days of war, state industry 
is more efficient than private manufacture. This 
cannot be proved. (Paragraphs 159-167.) 

General conclusion. 

The general result of this examination is to show 
that the allegations of “ grave objections ” against 
private manufacture of and trading in arms and 
munitions of war have been greatly exaggerated. 
Notwithstanding the zealous enthusiasm of the op- 
ponents of this business, notwithstanding the pro- 
digious effort they have made to scrape up every 
scrap of evidence against this industry, they have 
not succeeded in making good either their general 
ease or even one single item of their detailed case. 
Where the various items in the case are not dis- 
proved, they are controversial. The original con- 
demnation of the industry by the Peace Conference 
has been shown to have been made without investiga- 
tion, and until the inquiries in this country and 
America, no such investigation ha.s taken place. The 
claim in the evidence given before the Royal Com- 
mission that private manufacture of arms and muni- 
tions is a “ predisposing cause of war,” “ an 
obstacle to efforts for peace,” ” imperilling the 
peace of nations,” involving “ the constant inflaming 
of public opinion,” ” a menace to the peace of the 
world,” encouraging “ conditions endangering 
peace,” and so forth, have been shown to be invalid. 
Compared with the vast complex of other influences 
and with the imponderable course of events with 
which the peace-loving nations have to contend, any 
sinister influence that private manufacture of arras 
could exert is, and always has been, negligible. The 
unworthy accusation that the industry must be mis- 
chievous in order to make profits is shown to have no 
justification. The evidence has failed to establish a 
case against the industry of fomenting war scares, 
disseminating false information, interfering with 
international conferences (except in a single case), 
bribing and corrupting except in countries where 
the standard of commercial morality permitted such 
things. The evidence that the industry has 
influenced the press in a sense adverse to peace is 
very weak, and such influence is shown to be in- 
significant compared with that of other adverse 
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influences on the press, including sometimes that of 
governments. Much the same applies to the accusa- 
tions of soliciting and touting. The rings and 
trusts are shown to be merely rationalisation and the 
allegations of harmful results have been greatly 
exaggerated. 

Notable points are that under most of the heads 
no case has been made out against British firms that 
manufacture armaments as part of their business; 
and that the alleged “ evils would not be 
eliminated by prohibition of private manufacture 


of arms and munitions of war and the setting up 
of a government monopoly. The allegations of in- 
efficiency of private manufacture as compared with 
state establishments have not been proved. 

I venture to submit, therefore, to the Royal Com- 
mission that the case has not been made out 
sufficiently to justify the prohibition, whether 
nationally or internationally, or any drastic re- 
organisation of an industry which, as shown in my 
First Memorandum of Evidence, is essential to 
imperial defence. 


ANNEX I 


THE POPE AND ARMS TRAFFIC. 

IN CRUSADING TIMES.* 

The Third Lateran Council, meeting in 1179, 
uttered a Canon forbidding merchants of all Chris- 
tian powers to sell to the Saracens arms, iron or 
wood for naval construction, or to furnish them with 
pilots, under penalty of excommunication, depriva- 
tion of property and becoming serfs to anyone who 
could capture them. A translation of this Oanonf 
is attached as an Appendix to this note. 

On assuming the Papal Tiara in 1198 the Pope, 
Innocent III, seems to have gone further than his 
predecessor, for he is stated to have forbidden all 
trade with Moslems. Venice protested, *on the 
ground that it would ruin her commerce. Inno- 
cent III then limited his ban to materials of war — 
iron, oakum, pitch, rope, weapons and ships — prac- 
tically the Third Lateran Council’s ban. | 

In the early years of the Xlllth century Inno- 
cent III succeeded in launching the Fourth Crusade, 
but by the wiles of the Venetians it was diverted 
from its true objective (the Holy Land) to Zara and 
Constantinople. This brought down on the Vene- 
tians the thunders of the Pontiff. Neverthele^, 
while the Crusaders were setting up the Latin 
Empire at Constantinople there was a local truce 
with the Saracens, and the Venetians took advantage 
of this to enter into a number of trade agreements 
with the Mussnlmen, with whom they secured a 
privileged position. 

Towards the end of the Xlllth century the Otto- 
man Turks appeared upon the scene. The Christians 
were driven from the coast of the Levant. In 1289 
Tripoli, and in 1291 Acre, were captured by the 
Ottomans and the last remnants of the Latin 
dominion in Palestine, upon which the Venetian 
tenure of trading rights in the Syrian ports de- 
pended, were swept away. 

“ Her whole Levant trade was threatened by the 
Turk. She took a course dictated by her commercial 
interest, and instead of fighting the Mussulman she 
began trade with him. She obtained confirmation 
of her ancient rights from the new rulers of the 
Levant cities. To the scandal of Christendom a 
Mussulman Sultan declared it to be ‘ his firm resolve 
that the Venetians shall be protected, sheltered, 
honoured above all other peoples in the world.’ The 
Venetians reopened their factories in the Levant 
and obtained the right to an escort if they wished 
to visit the Holy Sepulchre. TFe find them trading 
in ' goods forbidden to Christians ’ ; that is, in slaves. 

* Based in the main on M. Luchaire’s Innocent III, supple- 
mented by Lamb’s The Crusades, Chapter 30, and Horatio 
Brown’s History of Venice. 

f I am indebted to Sir George HiU, the keeper of manu- 
scripts at the British Museum, for this Canon. A copy of the 
original in Latin has been lodged with tho Secretary. 


shipbuilding timber, weapons — the sale of which to 
the Infidel was expressly forbidden by Papal Bulls.”* 
The sequel was a war, not between the Christians 
and the Turks, but between two Christian nations, 
the Venetians and Genoese. For the Genoese 

” w'ere strong in Constantinople, and they 
countered to the Venetian treaties with the 
Infidel by resolving to close the Dardanelles and 
to exclude Venice from trade in Constantinople 
and the Black Sea. This step was regarded by 
Venice as a casus belli, and the second great war 
began. ”t 

The war lasted until 1299 and was followed by a 
succession of wars between Venice and Genoa which 
only ended with the surrender of the Genoese fleet 
at Cliioggia in June, 1380. 

APPENDIX TO ANNEX I. 

Traiislation from the Latin. 

A NEW AND FULL COLLECTION OF THE HOLY 
COUNCILS. 

Edited by J. D. Mansi, Volume 22, 1778, p. 230. 

A. D. 1179 (Lateran Council III). 

“XXIV, Christians are forbidden to serve the 
Saracens. 

There are certain persons whose minds are so 
filled by cruel greed that while they glory in the 
name of Christians they yet furnish to the Sa-racens 
arms, iron and timber for their galleys, and rival or 
even surpass them in evilness, in that they supply 
them with arms and the means to attack Christians. 
There are some too who, led on by greed, discharge 
the office and function of navigation in the galleys 
and pirate vessels of the Saracens. We resolve, 
therefore, that these, being cut off from the com- 
munion of the Church and being exposed to ex- 
communication for their wickedness, be punished by 
the loss of their goods, at the hands of the catholic 
civil powers and magistrates of States, and if they 
be taken captive shall be slaves to their captors. 
We enjoin also that frequent and solemn ex-com- 
munication he pronounced against them throughout 
the churches of the maritime cities. Those also are 
liable to the penalty of excommunication who dare 
to make captive or despoil of their goods Romans 
or other Christians travelling by ship in the dis- 
charge of their business or for other just reasons. 
Let those also who, through damnable greed dare to 
despoil of their goods Christians that have met with 
shipwreck, to whom, according to the rules of their 
faith, they are bound to be of assistance — ^let these 
know, unless they shall have restored that which 
they have taken away, that they lie under sentence 

of excommunication.” 

* Horatio Brown. History of Venice, page 57. 
f Ibid, 


ANNEX II 


THE ORIGIN OF ARTICLE VIIT. PARAGRAPH 5, 
OF THE COVENANT OF THE LEAGUE OF 
NATIONS. 

Memorandum by Sib Maurice Hanket. 

I. — Preface and Summary. 

In connection with my evidence before the Royal 
Commission on the Private Manufacture of and 
Trading in Arms, I have thought it worth while to 
explore the origin of the passage in Article VIIT, 


paragraph 5, of the Covenant, which reads as 
follows: — 

“ The Members of the League agree that the 
manufacture by private enterprise of munitions 
and implements of war is open to grave objections. 
The Council shall advise how the evil effects 
attendant upon such manufacture can be pre- 
vented, due regard being had to the necessities 
of those Members of the League which are not 
able to manufacture the munitions and imple- 
ments of war necessary for their safety.” 
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2. My object has been to try and discover, firstly, 
who originated the idea of dealing in the Peace 
Treaty with the private manufacture of and trading 
in arms and implements of war, and, secondly, the 
evidence on which was based the assertion that “ the 
manufacture by private enterprise of munitions and 
implements of war is open to grave objections”. 

3. The source of information on which I have 
mainly relied in this study of the question is a book 
by Mr. David Hunter Miller, entitled The Drafting 
of the Covenant. Mr. Hunter Miller, legal adviser 
to the American Delegation at the Paris Peace Con- 
ference, whom I had the pleasure of meeting in 
Paris, played an important part in the making of 
the Covenant, and worked in close touch with all 
those principally concerned in the task. His book 
contains not only the successive drafts of the 
Covenant, but the official minutes of the various 
bodies by which it !was considered — the League of 
Nations Commission, the Drafting Committees and 
the Plenary Meetings of the Peace Conference, in 
addition to personal notes and memoranda of less 
formal meetings at which much of the work outside 
the Conference was carried out. 

4. In addition, I have examined the minutes and 
memoranda of the British War Cabinet, the Imperial 
War Cabinet, the British Empire Delegation at the 
Paris Peace Conference, the Council of Ten and the 
Council of Four — without unearthing much additional 
information except of a negative character. 

5. I am also indebted for invaluable assistance to 
Sir Cecil Hurst, now a Judge of the Permanent Court 
of International Justice at The Hague, who worked 
very closely with Mr. Hunter Miller, and to the 
Secretary to the Admiralty, who has been able to fill 
in an important gap in the other available accounts 
of this episode (paragraphs 37 to 45). 

6. The results of this study are incorporat-ed in 
the present memorandum. 

7. It will be seen that the idea of dealing with 
private manufacture of and trading in arms in the 
Covenant was American in origin, having been pro- 
posed by Colonel House as early as July, 1918, and 
taken rip at once by President Wilson, who incor- 
porated provisions substantially identical with 
Colonel House’s in his first draft of the Covenant. 
Colonel House’s original idea .was to prohibit private 
manufacture altogether, and President Wilson held 
to this as long as he could. Neither the French nor 
the Italian drafts of the Covenant mentioned the 
subject. Although the Phillimore Committee had its 
attention drawn to the subject,* the first British 
draft, attached to the Committee’s Report of March, 
1918 (the first draft of a covenant), did not refer 
to it. The first mention of private manufacture 
from the British side is contained in General Smuts’ 
plan for a League of Nations, where prohibition of 
private manufacture is contemplated — though con- 
sidered of far less importance than abolition of con- 
scription. General Smuts’ memorandum, however, is 
interesting as being the only document in the whole 
series to give reasons for the proposal. The reasons 
are quoted verbatim below in paragraph 17. 

8. Lord Robert Cecil’s plan of January 14, 1919, 
did not mention disarmament or private manu- 
facture. 

9 The aim of the British delegation seemed at 
first to have been to drop any reference to the 
subject, but owing to President Wilson’s persistence, 
this proved impracticable and their influence seems 
then generally to have been directed towards some 
less drastic treatment than prohibition of private 
manufacture, and eventually they were successful 
in securing this. Although on one occasion (on 
February 6th — see para. 36) Lord Robert Cecil is 
reported by Mr. Hunter Miller as prompting 
President Wilson to re-introduce a clause to pro- 
hibit private manufacture, he received next day 


* Although the subject was not included in the Phillimore 
Committee’s draft of the Covenant it was not ignored by that 
Committee. In a summary of views expressed by various 
organisations, attached as an Appendix to the Committee’s 
Report, mention is made of a proposal by the Union of 
Democratic Control for nationalisation of manufacture of 
armaments. There is also a reference to a Swedish book, in 
which state monopoly is opposed. 


(February 7th) a memorandum from the three de- 
fence departments which seems to have led him to 
modify his views, and he eventually succeeded in 
securing the adoption of a more moderate version on 
lines proposed by the Admiralty. 

10. In all the consideration given to the Covenant 
tjiere is no record of any investigation or decision 
on the subject of private manufacture by either the 
War Cabinet, the Imperial War Cabinet ox the 
British Empire delegation. The only departmental 
memorandum on the subject is one by the Admiralty 
(approved also by the War Office and Air Ministry) 
prepared on the draft of the Covenant as it sto^ 
after its first reading by the League of Nations 
Commission in Paris and still containing the 
American article providing for prohibition of private 
manufacture. This memorandum and its annex, 
which are quoted below in paragraphs 39 and 40, 
are interesting as anticipating some of the reasons 
given in my First Memorandum of Evidence against 
the prohibition of private manufacture of and 
trading in arms. 

11. Tt is curious that, at a time when the Allied 
and Associated Powers had just emerged from a war 
in which they owed so much to private manufacture 
of arms and munitions of war, they should have 
given_ so little study to the fundamentals of the 
question before committing themselves to the passage 
in Article VIII of the Covenant quoted in para- 
graph 1. This was probably due to the circumstances 
of the day. The War was barely over. For months 
there were apprehensions that it might break out 
again. ^ [The responsible naval and military authori- 
ties still had immense preoccupations. The problems 
presented to the Peace Conference were of great 
variety and immense complexity. Everyone m a 
responsible position was overwhelmed with work. 
The League of Nations Commission worked with 
great rapidity and, as I myself well recall, it was 
almost impossible to keep in touch with day-to-day 
developments. In these circumstances it seems 
possible that the paragraph in question — one para- 
graph of one article of one (although an important 
one) of the vast inter-connected complex of subjects 
dealt with by the Peace Conference — received rather 
less consideration from an historical and technical 
point of view than it deserved. 

IL — Before the Paris Peace Conference. 

12. Chronologically the first draft of the Covenant 
of the League of Nations was the one attached to 
the report of Lord Phillimore’s Committee, dated 
20th March, 1918. Neither the report nor the draft 
contains any reference to the private manufacture of 
arms and munitions of war. 

13. The French draft, dated 8th June, 1918, also 
makes no reference to the subject. 

14. The next di-aft was one prepared in America 
by Colonel House, dated 16th July, 1918, which con- 
tains at the end of Article 21 the following pas- 
sage : — 

“ The Contracting Powers agree that munitions 
and implements of war shall not be manufac- 
tured by private enterprise and that publicity as 
to all national armaments and programmes is 
essential.” 

That was, so far as I have been able to ascertain, 
the first reference to the subject. I have failed to 
discover in the Intimate Papers of Colonel House 
the grounds on which he based this proposal. 

15. President Wilson’s first draft of the Covenant 
(undated, but produced within a few weeks of 
Colonel House’s ^aft), in which, accoi'ding to Colonel 
House,* all but five of the twenty-three Articles 
of his draft were utilised, adopted the principle of 
Colonel House’s Article 21 in the following terms: — 

” The Contracting Powers further agree that 
munitions and implements of war shall not be 
manufactured by private enterprise or for private 
profit, and that there shall be full and frank pub- 
licity as to all national armaments and military or 
naval programmes.”t 

* The Intimate Papers of Colonel House. Vol. IV, pp. 127-8. 
t The Drafting of the Covenant. David Hunter Miller. 
Vol, n, Document 3. 
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It will be noticed that President Wilson had intro- 
duced the idea of pro^hibiting “ private profit ” in 
the manufacture of arms. 

16. The above extracts show that the idea of em- 
bodying in the Covenant pi-ohibitiou of private 
manufacture of arms was au American one, pro- 
pounded by Colonel House and taken up by 
President Wilson. 

17. The first reference to the subject in any British 
draft is contained in Gener-al Smuts’ plan of 16th 
December, 1918. For the first time a reasoned 
statement is given, though without any evidence, 
for the proposed nationalisation of armaments manu- 
facture in the folio, wing passages of the covering 
memorandum : — 

“ The nationalisation of armament factories has 
been advocated, on the ground that as long as 
the production of munitions of war remains a 
private commercial undertaking, huge vested in- 
terests grow up around it which influence public 
opinion through the press and otherwise in the 
direction of war. There is no doubt that the in- 
fluence of Krupps has been harmful to the great 
peace interests of the world, and, in a less degree, 
the same could probably be said of most other 
similar undertakings. The very success of that 
sort of business depends on the stimulation of 
the war atmosphere among the peoples. The press, 
influenced by the large profits and advertising 
enteriprise of the armament firms, whip up public 
opinion on every imaginable occasion ; small foreign 
incidents are written up and magnified into grave 
international situations affecting the pacific rela- 
tions of states and the war temperature is arti- 
ficially raised and kept up. 

The proposal is, in my opinion, a sound one, and 
should be adopted by the conference or the League. 
Of course, difficulties have been urged against it. 
Where are the small states, who are dependant for 
suppliee on the private munition factories in the 
countries of the Great Powers, going to get their 
armaments in future? I am not much impressed 
with this sort of argun^ent. To keep up the 
high temperature of the .war atmosphere over the 
.world for the sake of imlulging the small Balkan 
and other states in their special form of sport will 
not appeal to the great democracies of the world. 
It will materially assist the peace policy of the 
League to cut off the supply of arms and munitions 
from these small states, whose little fits of temper 
are too costly to the world, and whose security 
could he more safely entrusted to the League. 

In order to enable the council of the League to 
keep in touch with the production and movements 
of arms and munitions, the council should have 
full rights of inspection of all such national fac- 
tories, and should, besides, bo furnished periodic- 
ally with returns of the imports and exports of 
arms and munitions into and from the territories 
of the members of the League. 

It must be borne in mind that, even with this 
information before it, the council will not be in 
possession of the hill facts. The important qup- 
tion remains, how soon other private factories 
engaged in other industries could be converted to 
the production of munitions, and to what extent 
the official or state production could thus he in- 
creased? I am afraid that unless inquisitorial 
powers are given to the League, it could not follow 
up this imporiaub aspect of the matter. In all 
its calculations, however, the council will have 
to bear in mind that there is this vast reserve 
capacity of production in the background, a 
capacity which will be specially great for the next 
decade because of the great number of munition 
factoi’ies which will now be converted to other 
uses, and could, in case of necessity, he recon- 
verted to the production of munitions.”* 

18. The text of the Article proposed by General 
Smuts was as follows: — 

“ (17) That all factories for the manufacture of 
direct weapons of wav shall be nationalised and 
their production shall be subject to the inspection 

* The Drafting of the Covenant. David Hunter Miller. 
Vol. II, Document 6. 


of the officers of the council; and that the council 
shall be furnished periodically with returns of 
imports and exports of munitions of war into or 
from the territories of its members, and as far as 
possible into or from other countries.” 

19. It is worth noticing that, of the three pro- 
posals for disarmament included in his memorandum, 
(viz., the abolition of conscription and conscript 
armies; the limitation of armaments; and the nation- 
alisation of munitions production), General Smuts 
comments that “ the abolition of conscription is by 
far the most important, and it is also the one behind 
which there will be the greatest volume of public 
opinion. The latter statement was true of the 
United Kingdom, hut not of the continent of 
Europe. 

20. Lord Robert Cecil’s draft, produced on 17th 
December, 1918 (one day later than General Smuts’ 
draft), with a second edition dated 14th January, 
1919, contained no reference to private manufac- 
ture of arms and munitions of war. 

21. It should be noted that, although General 
Smuts’ and Lord Robert Cecil’s drafts were both 
circulated to and discussed at the Imperial War 
Cabinet, neither of them was adopted officially by 
the government. The passage relating to private 
manufacture in General Smuts’ draft received little 
attention in official discussion. 

22. On 10th January, 1919, President Wilson pro- 
duced a second edition of his draft of the Covenant 
(known as his First Paris draft), which still included 
in Article IV the prohibition of private manufacture. 
Sir Cecil Hurst tells me that the members of the 
American delegation were not at all satisfied with 
this provision. Mr. Hunter Miller, to whom the 
draft was referred for remarks, urged its omission 
in the following passage : — 

“Fourth Paragraph: 

This paragraph in its first sentence prohibits 
private manufacture of ‘ munitions and implements 
of war.’ These words would probably not include 
armor-plate, for example, hut the language used 
would certainly include the manufacture of a gun 
for the United States by the Steel Trust, even at 
cost. 

The United States has no power to prohibit the 
manufacture of articles within a state. Congress 
could practically exercise the power, in this regard, 
by the construction of Government plants, followed 
by the prohibition of the export of such articles 
as mentioned; but it is not understood that export 
shipments are to be prohibited in time of peace, as 
one Government might sell and ship to another. 

The evils of such concerns as Krupps, for 
example, are admitted ; hut the desirability of 
practically compelling such Powers as China to 
build national munition plants may he doubted. 

The present omission of the clause, in view of 
the study directed to be made of the whole subject, 
is suggested.”* 

23. In spite of Mr. Hunter Miller’s suggestion for 
“ the present omission of the clause,” the passage 
was retained in President Wilson’s third draft, 
dated 20th January, 1919. 

24. On 20th January, also, was produced a British 
draft convention, which was an elaboration of Lord 
Robert Cecil’s earlier draft. It did not include 
any provision for the abolition of private manu- 
facture, but dealt with the subject distantly (in 
Chapter I) in the following terms: — 

“ They ” (the High Contracting Parties) 
“ entrust to the League the general supervision 
of the trade in arms and ammunition with the 
countries in which the control of this traffic is 
necessary in the common interest.” 

25. Shortly after this an attempt was made by 
Lord Eustace Percy to amalgamate the British and 
American drafts. Mr. Hunter Miller’s version of 
this amalgamation includes, in a preamble, the 
passage just quoted from the British draft conven- 
tion of 20th January, as well as in Article V a 
passage providing, inter alia, for — “ the prohibition 

* The Drafting of the Covenant. David Hnnter_ Miller. 
Vol. II, Document 7. The last sentence contains the implica- 
tion that sufficient study of the question had not been made. 
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of the manufacture of munitions and implements of 
■war by private enterprise or for private profit.” 
Sir. Hunter Sliller records in his book, however, the 
following comment by Lord Eustace Percy: — 

“ In view of the new sub-section (V) which has 
now been embodied in the Preamble, and in view 
of the fact that it is proposed -to appoint a 
separate Commission of the Peace Conference to 
study the disarmament question, it might perhaps 
be preferable to omit this Article altogether.” 

26. The efforts begun by Lord Eustace Percy to 
amalgamate the British and American drafts were 
continued by Sir Cecil Hurst, Lord Robert Cecil, 
Mr. Hunter Miller, Colonel House and President 
Wilson. And, as usually happened, when the British 
representatives intervened the provisions for restrict- 
ing private manufacture were relaxed. 

27. Thus in the Cecil-Miller* draft of 27th 
January, 1919, all reference to private manufacture 
was dropped out of Article IV, which still contained 
most of the other disarmament provisions, such as 
abolition of conscription, disarmament and publicity 
of armaments. 

28. On 31st January, Mr. Lansing, the United 
States Secretary of State, produced a draft of a 
resolution to be passed by the Paris Peace Con- 
ference, which included, inijfir alia, the following 
reference to the sale of arms and munitions: — 

“ That the League of Nations should be charged 
with the consideration and formulation of a plan 
for a general reduction of national armaments on 
land and sea and in the air, including therein 
restrictions upon compulsory military service and 
upon the sale of arms and munitions of war.” 
This, of coui-se, was much weaker than the pro- 
posal sponsored by President Wilson, and more in 
accord with British ideas. But President Wilson 
did not take up his colleague’s proposal. 

29. The draft of the Covenant on which the 
League of Nations Committee worked is one known 
as the Hurst-Miller draft, which, like the Cecil- 
Miller draft, owed its origin to the desire of the 
British and American Delegations at Paris, whose 
ideas on a League of Nations differed but little in 
substance, to put forward some common draft 
instead of separate documents embodying the in- 
dividual views of the two delegations. The pre- 
paration of the Hurst^Miller draft entailed the re- 
writing of most of the plans that had been prepared 
up to that date. Presumably its authors were 
actuated by the idea that it would be well to limit 
the draft to what was likely to secure acceptance. 

30. Article 8, the disarmament Article, is stated by 
Mr. Hunter Miller to have been written by Sir Cecil 
Hurst. t It contained no provision as to "the private 
manufacture of armaments. Mr. Hunter Miller’s 
acceptance of the Article in this form was perhaps 
due to the fact that he was himself opposed to the 
inclusion of the provision as to private manufacture. 

31. President Wilson had agreed with Lord 
Robert Cecil that the legal advisers of the two dele- 
gations should prepare a joint text as the basis of 
discussion by the League of Nations Commission. 
At the last moment, however, after reading the 
Hurs-t-Miller draft, he produced a modified version 
of his own text (his fourth draft covenant) in which 
he included the passage from his earlier draft pro- 
viding for the prohibition of private manufacture 
(see paragraph 15 above), which had been omitted 
from the Hurst-Miller draft. The President in- 
tended the League of Nations Commission to work 
on his new draft, but, to quote Mr. Hunter 
Miller : — 

“Wilson’s hope was not realised; it was the 
Hurst-Miller draft and not his revised Covenant 
which became the basis of the work to come.”J 
Thus the draft on which the League of Nations Com- 
mission of the Paris Peace Conference set to work 
contained no reference to the private manufacture 
of arms and munitions of war. 

* Tfte Drafting of the Covenant. David Hunter Miller 
Vol II, pp. 134-5. 
t Ibid. Vol. I, p. 69. 

X Ibid. Vol. I. p. 73. 


Hi. — A t the Paris Peace Conference. 

32. We shall now see that at the Paris Peace 
Conference President Wilson made a further effort 
to introduce a provision prohibiting pidvate manu- 
factui*e, but that eventually on the initiative of the 
Admiralty a compromise was reached, as in 
Article VIII, paragraph 5, of the existing Covenant. 

33. At the outset of the Conference a special 
Conimission was set up to consider the League of 
Nations. The Commission met for the first time on 
3rd February, under the presidency of President 
Wilson, and thereafter- almost every day until 
13th February, when its work was sufficiently ad- 
vanced for the presentation of a draft covenant to 
the Conference in Plenary Session on 14th February. 
Lord Robert Cecil and General Smuts were the 
British Empire representatives. No stenographic 
notes were taken, and the English and French texts 
of the longhand notes are not always identical. 

34. Three drafts of the Covenant were presented to 
the Commission, viz., the British-American (Hurst- 
Miller) draft, on which the Commission worked; a 
French draft; and an Italian draft. None of these 
drafts contained a specific reference to the private 
manufacture of arms and implements of war. 

35. At the fourth meeting of the Commission on 
6th February, however. President Wilson reintro- 
duced his original proposal for the prohibition of 
private manufacture by moving that the last para- 
graph of Article VllI, which had read as follows: — 

The High Contracting Parties further agree 
that there shall be full and frank publicity as to 
all national armaments and military or naval 
programmes ” 

should be amended to read : — 

“ The High Contracting Parties further agree 
that munitions and implements of war should not 
be manufactured by private enterprise, and direct 
the Executive Council to advise how this practice 
can be dispensed with : and further agree that 
there shall be full and frank publicity as to all 
national armaments and military or naval 
programmes ”. 

36. The amendment was adopted. The official 
minutes record no discussion, but Mr. Hunter Miller 
states that : — 

What happened "was this : Cecil wrote out and 
handed to Wilson a draft reading as follows: — 

‘ The H.C.P. further agree that munitions and 
implements of war should not be manufactured 
by private enterprise and direct the Executive 
Council to consider how this practice can be 
dispensed with and further agree . . .’ 

Wilson changed ‘consider’ to ‘advise’, as the 
original draft, which is still in my files, shows, and 
then read the proposal which was accepted 
Sir Cecil Hurst’s account is as follows: — 

“ There does not seem to have been any pro- 
longed discussion as to the Wilson amendment. 
The President seems to have addressed the Com- 
mission as to the Article generally, and then as to 
private munition making, and to have stated that 
he objected to the lat'ter. His proposal was 
accepted.” 

37. On the following day, 7th February, a memo- 

randum with appendices stating the objections to 
the new Article was presented to Lord Robert Cecil, 
signed by : — ’ 

F. H. Sykes, Major-General (Air Ministry). 

W. Thwaites, Major-General (War Office). 

R. Wemyss, Admiral (Admiralty). 

This memorandum is published in The Drafting of 
the Covenant (Vol. I, p. 286), but without mention 
of the signatories or the date. President Wilson’s 
proposal to prohibit private manufacture was dealt 
with in the follo'wing passage: — 

* * * 

4. While fully appreciating the force of the 
desire, on the grounds of public policy, that private 
enterprise in armament production should cease, 
it is observed that the effects of this proposal 
would operate to the advantage of an aggre.ssive 
Power, and would seriously compromise the 

* The Drafting of the Covenant. David Hunter Miller - 
Vol. I, p. 172. 
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security of fully established democratic countries 
which would be most reluctant to spend money and 
effort in accumulating in peace time the resources 
which they w'ould reciuire in the event of war. It 
is further maiiitained that the proposal would tend 
to provoke rather than to prevent war, and the 
reasons for this view are set forth in the attached 
appendix. 

5. It is therefore held that the prohibition of 
the manufacture of munitions and implements of 
war by private enterprise should be excluded from 
the main Covenant of the League of Nations and 
should be reserved for further consideration and 
examination. 

6. To the proposal that there shall be full and 
frank publicity as to all national armaments and 
military, naval or air programmes, the fullest 
acceptance can be given 

* * * 

38. The appendix to the memorandum, which deals 
with the subject in greater detail, and had been pre- 
pared in the Naval Staff early in December, 1918, 
anticipates several of the reasons against the pro- 
posed government monopoly, as set forth in my own 
main evidence. It is reproduced below: — 

“ 1. The idea of a government control of arma- 
ment firms, eliminating, as it might be expected to 
do, the influence of wealthy organisations, whose 
interests lie in the multiplication of war-like 
material, and whose main profits are derived from 
war, is an attractive one. It is, however, neces- 
sary to examine the results of its probable working 
and make sure that in eliminating one set of evils 
worse ones are not introduced. 

2. The experience of the war has shown that 
very few nations are self-supporting as regards 
armaments and munitions. If it had not been for 
the factories of the United States, the position 
of the Allies would have been excessively difficult, 
if not impossible, before the entry of America into 
the war. 

3. If armament firms had been under govern- 
mental control, the supply of their products by a 
neutral government to a belligerent would have 
been prohibited by International Law and the 
vast resources of America would not have been 
available to the Allies. The effect of this on their 
fortunes might well have been disastroTis. The 
blockade, which was so largely responsible for the 
ultimate defeat of the Central Empires, in denying 
to them munitions or their essential ingredients, 
produced a state of affairs which may be com- 
parable to the results which would follow from 
governmental control of armaments. 

4. It may be argued that the prospect of such a 
state of affairs would act as a preventative of 
war, or at least as a deterrent. This argument 
obviously breaks down in the case of the late war, 
because the Central Powers as the aggressors would 
have had everything to gain by such a rule, which 
would operate to the advantage of a nation seek- 
ing to achieve victory by a sudden attack. Any 
country dependent on outside sources for the 
supply of armaments and munitions would be im- 
pelled to accumulate munitions and to build up 
armaments in peace time, if it were not to be at 
a disadvantage in case of .war. An aggressive 
nation would thus bo encouraged to maintain 
itself nearly on a war footing, a condition of 
affairs which would tend to precipitate the very 
explosion it is sought to avoid. 

6. If an effective and world-wide League of 
Nations was established, governmental control or 
ownership of armament firms would be a perfectly 
feasible arrangement, and in keeping with the 
general idea underlying the League. In these 
circumstances, however, the necessity for such 
control would largely disappear. It is, moreover, 
a sine qua non that the League should be effective 
and should include all nations. Nations which are 
not great munitions producers must have absolute 
guarantees that if they go to war on behalf of the 
League the members who are capable of supplying 

The Drafting of the Covenant. David Hunter Miller. 
Vol. I pp. 286-8. 


them with munitions shall place themselves in a 
position to do so, whether they do or do not 
undertake active hostilities. 

6. Again it would be essential, not only that all 
nations whether within or without the League 
should accept the principle of national control of 
armament firms, but also that the League should 
be able to ensure that they continue to enforce 
its faithful observance. Any nation which evades 
such observance for reasons of economic or mili- 
tary advantage could reduce the effect of the con- 
trol to a nullity. In the case of explosives, the 
essential ingredients of which are used to^ the 
widest extent commercially, adequate supervision 
would be well-nigh impossible. 

Furthermore, all aircraft are inherently weapons 
of war. Measures aimed at the limitation of the 
production of aircraft as part of national arma- 
ments would therefore inevitably limit also the 
production of aircraft for commercial purposes”. 

39. At the end of the eighth meeting of the League 
of Nations Commission held on 11th February the 
first reading was completed and the Covenant was 
remitted to a Drafting Committee composed of 
M. Larnaude, Lord Robert Cecil, M. Venizelos and 
M. Vesnitch, -with whom were associated Sir Cecil 
Hurst and Mr. Hunter Miller. 

40. On 12th February a revised version of 
Article VIII was handed by the British Naval Repre- 
sentative to Lord Robert Cecil, which is described 
in the records of the Naval Section, Paris, as 
“Admiralty Proposal 12.2.1919”. The new draft 
deleted the phrase : — 

“ The High Contracting Parties further agree 
that munitions and implements of war should not 
be manufactured by private enterprise ” etc., 
and substituted the w’ords : — 

“The High Contracting Parties further agree 
that the manufacture by private enterprise of 
munitions and implements of .war lends itself to 
grave objections ”. 

41. This proposal was adopted by the Drafting 
Committee, whose report, attached to the minutes 
of the ninth meeting of the League of Nations Com- 
mission, held on 13th February, 1919, contains the 
following suggestion for amending Article VIII : — 

“ For the second paragraph substitute the 
following draft; 

‘ The High Contracting Parties further agree 
that the manufacture by private enterprise of 
munitions and implements of war lends itself 
to grave oibjections, and direct the Executive 
Council to advise how the evil effects attendant 
upon such manufacture can be prevented. 

The High Contracting Parties furtlier under- 
take, by means of a full and frank publicity , 
in no way to conceal either the condition of such 
of their industries as are capable of being 
adapted to warlike purposes, or the scale of 
their .armaments, and of their military and 
naval programmes.’ ” 

42. From the following note by Jlr. Hunter Miller 

it appears clear that Ijord Robert Cecil took full 
i-esponsibility for the revised draft: , t> > 

“ Percy said over the phone that Lord Robert 
Cecil would announce in the meeting tomorrow 
that the changes in Article VIII had been made 
this way at his request, so as to clear me from 
exceeding mv authority in the matter.”* 

43. The report of the Drafting Committee^ came 

before the ninth meeting of the_ League of Nations 
Commission, with President Wilson in the chan, 
on 13th February. On the subject of private manu- 
facture no discussion is record^, but that the pro- 
posal of the Drafting Committee on private manu- 
facture was adopted is shown by the followiiig 
extract from the version of the Covenant as it 
emerged from that meeting (Annex 2 to the 
Minutes) : — , 

“The High Contracting Parties agree that the 
manufacture by private enterprise of mumtioiis 
and i mplements of war lends itself to grave ob- 
* The Drafting of the Covenant. David Hunter Miller. 
Vol. I, p. 223. 
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jections, and direct the Executive Council to advise 
how the evil effects attendant upon such inanu- 
factiire can be prevented (due regard being paid 
in such recommendations to the necessities of 
those countries which are not able to manufac- 
ture for themselves the munitions necessary for 
their safety).” 

Note . — Here followed the publicity paragraph. 
The words in parentheses were an amendment pro- 
posed by the Portuguese Delegation, which (subject 
to verbal alterations) was adopted at the tenth 
meeting of the Commission and found a place in 
the final Covenant. 

44. The text of the Covenant, as presented by 
President Wilson to the Plenary Session of the 
Peace Conference on 14th February (ibut not adopted 
on that occasion), contained in Article VIII a refer- 
ence to private manufacture practically identical 
with that given in paragraph 43 above, except for 
some verbal changes in the Portuguese amendment. 
It reads as follows : — 

“ The High Contracting Parties agree that the 
manufacture by private enterprise of munitions 
and implements of war lends itself to grave 
objections, and direct the Executive Council to 
advise how the evil effects attendant upon such 
manufacture can be prevented, due regard being 
had to the necessities of those countries which 
are not able to manufacture for themselves the 
munitions and implements of war necessary for 
their safety.”* 

45. President Wilson left for America on the even- 
ing of 14th February and returned to Paris on 14th 
March. On 18th March Lord Robert Cecil, the 
President and Colonel House held a long con- 
sultation on the Covenant, at which Mr. Hunter 
Miller was present. The latter records that Lord 
Robert Cecil produced a memorandum which had 
been addressed to him by the Admiralty on the sub- 
ject of Article VIII, and gave him a copy. This is 
the memorandum published in The Drafting of 
the Covenant (Vol. I, p. 286), the relevant ex- 
tracts of which are reproduced in paragraphs 37 
and 38 above. 

46. On 20th and 21st March a meeting was held 
with representatives of neutral powers to discuss the 
draft of the Covenant. So far as private manufac- 
ture of arms is concerned, the only points to be noted 
are that Denmark wished to amend the paragraph 
so as to “ direct the Executive Council to advise 
how such manufacture can he prohibited”, while 
Norway deemed it “ especially necessary to take the 


* The Drafting of the Covenant. David Hunter Miller. 
Vol. II, p. 329. 


manufacture of arms out of the hands of private 
speculation.” 

47. It is unnecessary to refer in detail either to 
the five further meetings of the League of Nations 
Commission, interspersed with meetings of the Draft- 
ing Committee and the preparation of fresh revisions 
of the Covenant, or to the meeting at which the 
Plenary Conference approved the Covenant, since 
the paragraph in Article VIII relating to private 
manufacture was only amended in small technical 
detail. In fact, the form in which it appears in 
paragraph 44, as presented to the Plenary Meeting 
of the Paris Peace Conference on 14th Febrixary, is 
the same in substance as the text in which it appears 
in the Covenant as quoted in paragraph 1. 

IV. — Conclusions. 

48. The conclusions appear to be as follows : — 

(1) That the idea of prohibiting private manu- 
facture was American in origin, propounded by 
Colonel House, taken up by President Wilson and 
pressed by him with great persistence. The 
amendment of the original proposal to the form 
in which it now appears in Article VIII, para- 
graph 5, of the Covenant was due to the attitude 
of the British Empire representatives, who were 
prompted by the Admiralty on the recommenda- 
tion of the three defence departments. 

(2) That, except for General Smuts’ remarks 
quoted in paragraph 17 above (which contained 
no evidence) and the memorandum in a contrary 
sense by the three British defence services with 
its appendix quoted in paragraphs 37 and 38. 
there is no record of any detailed official examina- 
tion of the question of the alleged objections to 
private manufacture. Neither in the Intimate 
papers of Colonel House, nor Mr. Hunter Miller’s 
The Drafting of the Covenant, nor the Minutes 
of the League of Nations Commission of 
the Paris Peace Conference, nor of the Council 
of Ten, nor the Council of Four, nor of the plenary 
meetings of the Peace Conference, nor of the 
British War Cabinet, nor of the Imperial War 
Cabinet, nor of the British Empire delegation at 
the Paris Peace Conference, is any trace to be 
found of any exhaustive discussion of the subject 
comparable with that devoted to most of the 
articles of the Covenant, or of any official investi- 
gation or of evidence being taken on the subject. 

(3) That, with the exception of some very brief 
remarks by the neutral powers (paragraph 46) 
and the Portxiguese amendment to provide for the 
needs of the non-producing powers (paragraph 43), 
no other country is on record ns taking any par- 
ticular interest in the question. 


ANNEX III 


LETTER FROM SIR OSWYN MURRAY TO SIR 
MAURICE HANKEY, DATED 4th NOVEMBER, 
1935. 

Admiralty. 

4th November, 1935. 

My De.ar Hankey, 

Your letter of the 28th October regarding Noel 
Baker’s statement of evidence. I presume that you 
know that the references to Wemyss’s alleged views 
on the private manufacture of arms, as well as the 
document which he quotes there, are to be found in 
Lady Wester Wemyas’s Life and Letters of Lord 
Wester Wemyss, pages 405-408. 

Lady Wester Wemyss explains the origin of the 
memorandum by saying — 

“ He had been much struck by an article by 
Mr. W. Harbutt Dawson, which seemed exactly 
to express his own views on the subject, and had 
asked him to come and talk the matter over and 
draw up a memorandum embodying the ideas which 
they shared ” (page 405). 

Then, after quoting the memorandum, with certain 
significant omissions, she continues (page 409) — 

“ This he placed before the Admiralty, where 
it met with whole-hearted dissent; he was swamped 
with technical difficulties, confronted with 
objections which he felt unable to overcome; he 


therefore dropped the subject. He always re- 
gretted it. He was convinced that if ever disarma- 
ment were to become a reality, this was the only 
means of ensuring it, and the Peace Conference 
the psychological moment of doing so ”. 

The original of this memorandum, of which I en- 
close a copy, is amongst our papers dealing with the 
Admiralty discussions as to matters of Naval interest 
likely to be raised in connection with the peace 
terras. It is dated 12th December, 1918, and 
initialled W.H.D., and has emendations presumably 
in Harbutt Dawson’s handwriting. There is really 
no doubt that the author was Harbutt Dawson and 
not Wemyss. 

Lady Wester Wemyss, however, claims that 
although Harbutt Dawson wrote the memorandum, 
it embodied Wemyss’s considered and strongly held 
views, and that he adopted it as his own memo- 
randum and placed it before the Board as sxxch. 

This view of the case is not borne out by our 
records nor by my personal recollection of the facts. 

It is true that Wemyss approached this question 
in November-December, 1918, with a feeling against 
the private manufacture of arms. In our earliest 
summary of views prepared for a Board Meeting on 
the 5th December, 1918, there is, under the heading 
” Sources of Munitions of War ” a note saying 
“ O.N.8. considers armament factories should be 
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nationalised in all countries ”, but I tbink that all 
the evidence goes to show that the feeling with 
which Wetnyss started was not based on any deep 
consideration of the subject, and that when he had 
examined it carefully from the point of view of 
practicability and of the national interests, he 
changed his mind completely though regretfully. 

As for the Havbutt Dawson memorandum, it was 
merely one of many memoranda expressing different 
points of view which were circulated during this 
period when Wemyss, like the rest of the Board, 
was forming his conclusions on a number of new 
and difficult problems. It was never circulated over 
Wemyss’s initials or ad^)ted by him in any way. 
On the contrary, it was circulated exactly as Harbutt 
Dawson wrote it, containing certain passages (one 
a complimentary allusion to Lloyd George, and the 
other an apology that a layman should presume to 
discuss such technical matters) which could not 
possibly have stood in a memorandum supposed to 
express Wemyss’s own mind, and which Lady Wester 
Wemyss has omitted. 

During the same period Harbutt Dawson provided 
another memorandum commenting on _ the Plans 
Division memorandum, and Plans Division in turn 
produced a commentary on his comments, so that 
there was really no secrecy about his authorship. 

On the other hand, it is indisputable that when the 
final discussions took place at which the Admiralty 
attitude towards the abolition of private manufacture 
was defined, Wemyss accepted the conclusions that 
were reached. He was present at the meetings of 
the Peace Terms Committee, at which the form in 
which these conclusions should be stated was dis- 
cussed and settled. He actually presided, in the 
absence of the First Lord, at the Board Meeting of 
the 9th January, 1919, when these conclusions were 
finally ratified. Subsequently, as you know, at Pans 
on tlie 7th February, 1919, he joined with Sykes and 
Thwaites in producing a memorandum objecting to 
the proposed abolition of private manufacture by 
Article VIII of the Covenant. 

I think it would be quite an unworthy aspersion 
on Wemyss to suggest that in this matter he was 
overborne by arguments that did not really convince 
him, and took this prominent part in pressing a view 
in which he did not really believe. On the other 
hand, it seems to me quite a reasonable explanation 
that a careful examination of the problem brouglit 
him to the conclusion which the Board, under his 
presidency, placed on record, namely,— 

“ The Admiralty recognise that strong argn- 
ments may be urged on grounds of puMio policy 
in favour of such a problem and they realise that 
within a League of Nations new relations raay 
come to he established between the States of the 
world which would make it safe to control arma- 
ment production ; they are not convinced, however, 
that to do so would he consistent with national 
safety in existing circumstances”. 

Believe me, 

Yours sincerely, 

(Signed) 0. A. R. Murray. 


MEMOHANDUM ENCLOSED WITH SIB, 

MUBBAY’S LETTEB DATED 4th NOVEM- 
BER, 1936. 

THE PRODTTCTTON OF ARMAMENTS. 

X —Consideration prom the standpoint of public 

POLICY. 

1 The assumption by the s.tate of responsibility 
for the production of armaments may be claimed to 
be the first presupposition of any effective measures 
for the systematic limitation of armaments. 

2 Apart from the moral objections to the present 
system, which makes warfare a direct occasion _ot 
private gain, this system is attended _ by the in- 
evitable consequence that the multiplication of arma- 
ments is stimulated artificially. Every firm engaged 
in the production of armaments and munitions of 
any kind naturally wants the largest possible out. 
put Not only, therefore, has it a direct interest in 
the inflation of tho Navy and Army Estimates and 
in war scares, but it is equally to its interest to 


push its foreign business. For the more armaments 
are increased abroad, the more they must be in- 
creased at borne. This inter-relation between foreign 
and home trade in armaments is one of the most 
subtle and dangerous features of the present private 
system of production. The evil is intensified by the 
existence of international armament rings, the 
members of which notoriously play into each other s 
bands. So long as this subterranean conspiracy 
against peace is allowed to continue the possibility 
of any serious concerted reduction of armaments 
will be remote. , 

3 'Merely to adopt measures for the regulation or 
production (cf. Lord Grey’s recent proposal that 
governments should take steps to acquaint thern- 
selves with the shipbuilding done in private yards 
and its destination, and compare notes on the sub- 
ject) would be at best an instructive exercise in 
statistics; it would not contribute to practical peace 
endeavours. . 

4. The nationalisation of armament _ production, 
if it is to be a real aid to the maintenance of 
future peace, implies international action. It is sug- 
gested, therefore, that one of the articles of the 
Treaty (or Treaties) of Peace to be concluded with 
the enemy countries— and in any ease with Germany 
and Austria-Hungary— should require these countries 
to accept the principle that the production of arma- 
ments should be a state monopoly and should under- 
take to give effect to such measures for the applica- 
tion of this principle as the powers represented at 
the Peace Conference should reciprocally adopt at 
a later date. 

5. Short of prohibiting the production of arma- 

ments of special kinds by private firms altogether, 
measures would be necessary in order to check pro- 
duction for foreign countries. An international 
af^reement. were it possible, would be the most 
effective safeguard. For example, if the future ex- 
penditure on ship construction were fixed by inter- 
national agreement, the disadvantage of private firms 
building for foreign countries— if still allowed— would 
be reduced to a minimum. If, alternatively, the 
tonnage of war vessels that might be built in each 
country were laid down by agreement, would 
follow ’that oiilv so much tonnage as was not built 
in a government yard for national purposes could 
be built by private firms. i 

6 The successful carrying out of any international 
arrangements of the kind would presuppose the 
fullest confidence and exchange of information 
between the treaty powers. Not only would the 
future naval attaches have more important duties 
to perform than hitherto, but a standing inter- 
national intelligence board, composed of ppert^, 
delegated by the various governments, might be 
found indispensable. 

7 The proposal would find public opinion p’ln- 
patiietic to a degree which has never existed before 
To so moral a measure opposition on principle would 
be impossible. The opposition would endeavour to 
jmtifT itself by practical and technical obicctions 
and these it would be necessary to anticipate ai d 
guard against. The present P.M. of al men would 
welcome the idea if pnt m practical form, its 
powerful appeal to morality and common sense would 
influence him greatly. 

IX. — Consideration prom the technical 

STANDPOINT. 

(The following points are mentioned rather than 
discussed, and are put forward with more than 
the layman’s customary diffidence.) 

8 The absolute importance of a thoroughly prac- 
tical scheme, watertight throughout, every con- 
tiimenc.y anticipated as far as is humanly possible, 
with demonstration that it is not merely 

which only a small minority of people will doubt, 

but is workable. _ , . i • „i+„ 

9 The importance of joint action by the Admiral y 

and the War Office. To clear away the conservatism 
of the latter might require the use of much argu- 
montative dynamite. * c -- 

^ 10. No time more favourable than the present for 
a radical change of system is conceivable. For 
private shipbuilding yards, plate rolling works, 
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marine engineering works, and the like will long 
have as much as they can do in rehabilitating the 
meitantile marine. 

11. The importance of the state keeping hold of 
the new war shipbuilding yards and suitable muni- 
tion works and refraining from any precipitate 
action as to their disposal. 

12. The desirability of easing the transition to 
private firms as far as may be necessary and legiti- 
mate with a view to weakening the “ vested 
interests ” argument. 

13. One of the first objections will be that a 
nationalised system of armament production might 
not enable the country to meet a sudden emergency. 
The first answer is that if the Peace Conference 
meets the world’s expectations the arrangements 
which it will demse (e.g., effective measures for 
international conciliation and arbitration, regulation 
of armaments, reduction of standing armies, etc.) 
should make impossible any such sudden emergency 


as occurred in August, 1914. Nevertheless, govern- 
ment works might be equipped for an output far 
in excess of the normal and be made capable of 
meeting with ease and expedition largely increased 
demands. Power might also be taken to commandeer 
at any time private works or their staffs. 

14. The Parliamentary economists will inevitably 
raise the question of cost. (They may he bores, but 
they have a following and must be humoiired.) They 
will ask — Can the state produce as well and as 
cheaply as private entrepreneurs P It may be 
thought worth while to work out the sum ati fond; 
regarding the government works as commercial 
undertakings, capitalising them on a reasonable 
basis, allowing for all administrative expenses, etc., 
and showing that from the merely material stand- 
point the nation would receive value for its money. 

(Initialled) W. H. D. 

(W. H.mibutt Dawson.) 

12th December, 1918. 


ANNEX IV 


THE TEilPORARY MIXED COJIMISSION (1921) 
AND MANUFACTURE OF ARMS AND MUNI- 
TIONS OP WiVR . 

In accordance with a resolution of the First 
Assembly of the League, dated 14th December, 1920, 
the Temporary Mixed Commission on Armaments 
was appointed by the Council of the League of 
Nation.? — 

“ to explore those aspects of the problem of dis- 
armament which were not purely of a technical 
military character, but might properly be described 
as involving political and economic issues as well 
The Temporary Mixed Commission was 

“ composed of persons possessing the requisite 
competence in matters of a political, social and 
economic nature to prepare for submission to the 
Council in the near future reports and proposals 
for the reduction of armaments provided for by 
Article 8 of the Covenant.”* 

2. The Commission held its first session in Paris, 
from 16th July to 19th July, 1921, under the chair- 
manship of M. Viviani. At the third plenary meet- 
ing the work was divided between three Sub-Com- 
mittees. 

3. The First Sub-Committee was to study the 
following questions: — 

(a) The private manufacture of munitions and 
war material. 

(b) The traffic in arms and munitions. 

It was. further, in the matter of private manufac- 
ture. to give its opinion on the draft resolution of 
M. Jouhaux in favour of convening an international 
conference to regulate the private manufacture of 
arms. 

4. The members of the First Sub-Committee were : — 
General Marietti and Admiral Gough-Calthorpe, 
representing the Permanent Advisory Commission on 
Naval. ^Military and Air questions; M. Jouhaux, 
labour; M. Hodacz, employer; Mr. Fisher (the 
present "Warden of New College, Oxford) ; M. Rivas- 
Vicuna, political; Mi\I. Jansen and Jancovici, 
economic and financial. 

o. Three meetings were held in Paris, namely on 
18th and 19th July, 1921; and three in Geneva, 
namely, on 1st, 2nd and 3rd September. Mr. Fisher 
was elected President at the first meeting, but was 
not present at the three Paris meetings, at which 
M. Rivas-"Vicuna, the "Vice-President, took the Chair. 
Sir Hubert Llewellyn Smith deputising as a member 
for Mr. Fisher. Mr. Fisher, however, presided at the 
three Geneva meetings, and was responsible for 
drafting the report, in which Sir Hubert Llewellyn 
Smith (as I have been informed by both Dr. Fisher 
and Sir Hubert) collaborated. Admiral Gough- 
Calthorpe was present only at the Paris meetings. 
He was replaced by Captain Segrave at the two first 
Geneva meetings and by Commander Phillips at the 
final meeting. 


* Report of the Temporary Mixed Commission on Arma- 
ments, 


6. The Members of the Committee, as Mr. Fisher 
reminded them at the first Geneva meeting, ‘‘ did 
not represent their various Governments, and there- 
fore the Committee could only act in an advisory 
capacity (Proces-verbal, first Geneva meeting.) 

7. A study of the proceedings reveals that the first 
meeting was of a general character, that the next 
three were devoted to general discussion, and that 
the last two were occupied with consideration of the 
draft report prepared by the President. The report 
was completed on 3rd September and was incor- 
porated in the published report of the Temporary 
Mixed Commission dated 15th September, 1921, 
which also included a report by the First Sub-Com- 
mittee on the Traffic in Arms. 

No EVIDENCE TAKEN. 

8. It has been suggested in T/ie Secret Inter- 
national (Chapter I), published by the Union of 
Democratic Control, that — 

“ These are definite charges, and it is a pity 
that the evidence on which they were based has 
not been published ” 

and again in the evidence before the Royal Com- 
mission. 

“ The evidence given to the Commission has not 
been published.” (5th Day. Appendix 1, p. 155, 
eol. 1.) 

9. The only document before the Temporary Mixed 
Commission was one circulated by the Secretary- 
General entitled " Questions the study of which has 
already been begun by the Military Coramiission, the 
Council or the Assembly ” (League of Nations docu- 
ment C.T.A. 4). The passage relating to “ Private 
Arms Manufacture of Munitions and of War 
Material ” is attached as an Appendix. This can 
hardly be described as evidence and bas been pub- 
lished. 

10. A study of the proc'ee-verhaux of the Sub- 
Committee reveals that in fact no outside evidence 
was taken. Memoranda were produced by members 
both for and against the prohibition of private arms 
manufacture. The discussion was general in 
character, and the members of the Sub-Committee 
were equally divided on the question of whether an 
international conference should be held to consider 
the question of the private arms industry, which 
indicates their attitude towards the main issue. No 
questionnaire on the subject was addressed to govern- 
ments. 

11. As at first I was unable to obtain the official 
proces-verhaux of the Sub-Committee, and, as there 
was some doubt at that time as to whether they were 
in existence, I wrote to the British nationals who 
had collaborated in the work in order to obtain their 
impressions on the questions of (1) evidence, (2) the 
status of the six points alleged against private manu- 
facture. 
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12. The above participants are unanimous that no 
evidence was taken from outside the Sub-Committee. 
“ My personal recollection,” writes Sir Somerset 
Gough-Calthorpe, “ is that this First Mixed Commis- 
sion tooik no evidence at all about the private arms 
industry.” Vice-Admiral Segrave, who replaced him, 
writes : ” I am quite certain that no evidence was 
taken about the private arms industry.” Captain 
Phillips confirms that “ No evidence was taken by 
the Commission whatever.” Sir Hubert Llewellyn 
Smith writes : ” So far as I can remember we took 
no evidence.” Mr. Fisher, who, as already men- 
tioned, was chairman of the Sub-Committee, writes : 
“ No evidence from persons outside the investigating 
bodies was taken to the best of my recollection.” 

13. These recollections, in combination with the 
official proces-verbauXi place beyond doubt that no 
evidence was taken from outside the Sub-Committee. 

The status of the six points against peivate 

MANUEACTUEE. 

14. A good deal of use has been made in public 
controversy, and even in evidence before the Royal 
Commission, of the six points against private manu- 
facture formulated in the report of the Sub-Com- 
mittee. These points are constantly cited by those 
who favour prohibition of private manufacture as 
“ charges ” by the Temporary Mixed Commission, 
and the idea has been promulgated all over the 
United Kingdom and the British Empire in books,* 
pamphlets and speeches. “ These are definite 
charges,” says the Union of Democratic Control in 
The Secret International, “ and it is a pity that the 
evidence on which they were based has not been 
published.” Notwithstanding Sir John Simon’s 
exposure in the House of Commons on 8th November, 
1934, this misrepresentation dies hard and, as the 
evidence shows, is still clung to in some quarters. 

15. A study of the proch-verbaiix of the First Sub- 
Committee shows how divided the members were. At 
the second Geneva meeting, for example, the main 
opponent of private manufacture, in discussing the 
draft report, is on record as complaining that—” As 
regards the private manufacture of arms, the only 
arguments produced were against its suppression and 
they almost amounted to definite proposals put for- 
ward by the Commission. He pointed out that the 
report was assuming a form definitely opposed to the 
suppression of the private manufacture of arms.” 

16. After the Chairman had proposed a modifica- 
tion to meet this criticism, the principal supporter 
of private manufacture (not a British subject) 
“ made reservations as regards the principle of free- 
dom of industry and again asked that the report 
should mention the various arguments put forward 
but should not say that the Commission had adopted 
any definite conclusion.” 

17. After another (foreign) member of the Com- 
mittee had associated himself with this remark — 

” The Chairman replied that this paragraph 
and the following paragraphs did not embody 
the conclusions of the Sub-Committee, but were 
simply a statement of the problems which the 
Cojnmtffee had examined.i He added that public 
opinion laid the largest share of blame on the 
private manufacture of armaments for the re- 
duction of which numerous methods had been 
proposed, and that the Committee should there- 
fore declare itself ready to examine every method 
which had been suggested. The final draft of 
the report would be modified in order to meet 
the various su gg estions which had been put for- 
ward. (General approval). 

18. On this point Mr. Fisher, who was not only 
chairman of the Sub-Committee, but whc writes 
that “ I was to the best of my recollection largely 
responsible for the report,” states in a letter dated 
23rd July, 1935: — 


* For example Mr. Beverley Nichols’ Cry Havoc where the 
so-oaUed “charge” is repeated twice in the first chapter. 
This book had a wide circulation, 
t Italics not in the original, 
j Official proc'es-verbal of second Geneva meeting. 
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“ It is correct to say that the statements in the 
report were propositions pro and con which had in 
fact been urged and did not represent any findings 
of the Committee as to their validity.”* 

Sir Hubert Llewellyn Smith writes (19th July, 
1935): — 

” I never was Chairman of the Temporary Mixed 
Commission, but I attended several meetings either 
of that body or of the First Sub-Committee — I find 
it difficult to remember which. Anyhow I gave 
Fisher some help in drawing up the statement of 
objections and advantages, but I am quite certain 
that this was intended to be a catalogue of 
objections (or the converse) which had in fact been 
urged, and in no way represented any ‘ findings ’ 
of the Committee as to their validity.”* 

The above statements prove beyond question what 
was in the minds of the draftsmen of the report. 

19. If any doubt is felt on the subject, however, 
it is only necessary to turn to the language of the 
report itself. For example, the six points against 
the industry are introduced by the following para- 
graph : — 

” The Covenant recognises that the manufacture 
by private enterprise of munitions and implements 
of war is open to grave objections. What are these 
objections? They are not defined by the Covenant; 
they cannot be extracted from the deliberations of 
the Committee which drafted the Covenant. It is, 
however, common knowledge that the public mind 
is strongly prejudiced against the uncontrolled 
private manufacture of munitions and implements 
of war, and that it is a common belief that wars 
are promoted by the competitive zeal of private 
armament firms, and would be rendered less 
frequent were the profit-making impulse brought 
under control or eliminated altogether. In 
general, the objections that are raised to un- 
trammelled private manufacture may be grouped 
under the following headings: — ” 

(Here follow the six points.) 

20. If there were any room for doubt, however, 
it would be removed by the following paragraph, 
which follows almost immediately after: — 

“ The Sub-Committee is unable to-day to reach 
a final conclusion upon the difficult and complicated 
topic submitted to its consideration. It cannot at 
the present stage of its deliberations, either recom- 
mend the abolition of private manufacture or 
advise upon the particular steps to be taken to 
control it should it be decided that on the balance 
of advantage private manufacture must be allowed 
to continue. The Sub-Committee must then con- 
tent itself for the present with indicating some 
of the difficulties which confront the total abo- 
lition of private manufacture and some of the 
problems which have to be faced before a complete 
code of regulations can be recommended should 
regulation ultimately be preferred to prohibition.” 
Could anything reveal an air of greater detachment 
that the above paragraph? 

21. The next paragraph points to the same con- 
clusion: — 

“ If private manufacture were altogether for- 
bidden, it would result that all manufacture of 
munitions and implements of war would be con- 
ducted by State enterprise. In the consideration 
of such a course the following difficulties have been 
suggested by some members. ”t 
(Here follow eight points to illustrate the difficulties.) 
Is it likely that those members of the Sub-Committee 
who had suggested these eight points against pro- 
hibition of the private arms industry would at the 
same time have regarded the six points in favour of 
prohibition as a conclusion? 

22. Finally, those members of the Permanent 
Advisory Commission on naval, military and air 
questions who had represented it on the Temporary 
ilixed Commission reported to the Permanent Ad- 
visory Commission in the following words : — 

“ The Plenary Commission adopted a general 
Report put forward by the Sub-Commission. The 
* The originals of these letters will be communicated to 
the Secretary to the Royal Commission, if desired, 
t Italics not in the original. 
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lleport enumerates in the first instance without 
accepting them as the views of the Sub-Commis- 
sion, the objections brought forward against PH- 
vate Manufacture; then, still adopting a neutral 
attitude, points out — 

(a) the possible consequences which would 
arise from total prohibition of private manu- 
facture, and 

(b) the measures which might be taken in 
order to exercise control over such manufacture.” 

23. It is important, in the interests of fairness 
and truth, that the Royal Commission should finally 
dispose of this mischievous mis-representation that 
has done so much harm. 

Conclusions. 

24. The conclusions of this Annex are: — . 

(i) That no outside evidence was taken. 

(ii) That the six points against private manu- 
facture were neither “ charges ” nor ” conclu- 
sions,” but merely a catalogue of objections, which 
had in fact been urged. In fact the six points 
against private industi-y and the eight points 
against its prohibition were propositions pro and 
con which had in fact been urged and did not 
i-epreseut any findings of the Committee as to 
their validity. 

APPENDIX TO ANNEX TV. 

II. — Questions the study op avhich has already 

BEEN BEGUN BY THE MuaTABY COMMISSION 

(P.A.C.), THE Council, or the Assembly. 

I. — Private manufacture op munitions and op 

WAR MATERI.AL. 

Article VIII of the Covenant* deals with the 
question of the private manufacture of munitions and 
of war material. Article IX designates the Military 
Commission (P.A.C.) as specially constituted to 
advise the Council on the execution of the pro- 
visions of this Article, amongst others. 

On 14th December, 1920, the Assembly requested, 
the Council to investigate the question of the pri- 
vate manufacture of munitions and of war material, 
and at the same time to consider whether the Cen- 
tral International Bureau contemplated by the Arms 
Traffic Convention could not also be utilised to 
obviate the evils arising from the private manufac- 
ture of arms. 


* Article VIII. — “ The members of the League agree that the 
manufacture by private enterprise of munitions and imple- 
ments of war is open to grave objections. The Council shall 
advise how the evil effects attendant upon such manufacture 
can be prevented, due regard being had to the necessities of 
those members of the League which are not able to manu- 
facture the munitions and implements of war necessary for 
their safety.” 


On 23rd February, 1921, the Council decided 
that : — 

“ The Militai-y Commission (P.A.C.) acting in 
conjunction with the Temporary Commission 
(T.M.C.) shall study the question as contemplated 
by Article VIII of the Covenant, and shall submit 
a report on the subject to the Council.” 

On 2oth Februai-y, 1921, an exchange of views 
took place between members of the Military Sub-Com- 
mission of the Military Commission (P.A.C.) of which 
the following are the conclusions : — 

1. No direct action other than that already pro- 
vided for bj' the Treaties of Peace can be taken 
in the case of producing States against the right 
of their private factories to manufacture war 
material. 

2. No action can be taken to prevent non- 
producing States from becoming producers if they 
have the will and the means. 

3. If at some future time measures were con- 
templated to diminish production by limiting the 
exportation or sale of war material, these woufd 
be unlikely to be accepted by producing States 
Members of the League, unless non-Members were 
ready to accept similar limitations. 

4. At the present moment, the only measure 
which may be expected to diminish the evil effects 
of private manufacture is that of applying the 
clauses of the Convention of Saint-Germain and 
thus ensuring the publication of the amount of 
war material passing between different countries. 
The results obtained by the execution of this Con- 
vention will be the best guide to ascertaining 
what further- measures are possible and likely to 
prove effective. 

The Belgian Delegation put forward the following 
remarks with regard to conclusion. 4: — ■ 

” The publicity which it advocated would not 
produce any result so far as the restriction of 
the traffic in arms, and their manufacture, was 
concerned. The Belgian Delegation wondered if 
it would not be possible to attain better results 
by an agreement between the States Members of 
the League, to pass legislation with a view to 
reducing or limiting this industry and ti-affic. 
There could he no difficulty in doing this from 
a domestic point of view, seeing that some States 
had not hesitated, in the interests of humanity, 
to interfere with private industry — in particular, 
with industries concerned with the manufacture 
and sale of alcohol (Scandinavian countries, 
Belgium, United States).” 

At its fifth session, the Military Commission 
(P.A.C.) decided to wait until it had been ” informed 
of the programme of work adopted by the Temporary 
Commission ” (T.M.C.) before proceeding further 
with its consideration of the question. 


ANNEX V. 


BRITISH DOCUMENTS ON THE ORIGINS OF 
THE WAR, 1898-1914. 

(Note by the Secretary to the Historical Section.) 

Ten volumes of this series have so far been pub- 
lished, namely. Volumes I-IX and XI. They cover a 
period dating from the South African War and ter- 
minating with the outbreak of the Great War. 
Volume X, which is in preparation, treats of events 
from September, 1913, to the assassination of the 
Archduke Franz Ferdinand at Serajevo on the 28th 
June, 1914. 

The text comprises 7,242 pages of an average of 
about 550 words each, or, say, 4,000,000 words. I 
do not profess to have read the whole of this 
material, as it would probably take several months 
to do so, but I have endeavoured to select all the 
passages that have any bearing on armaments. 

I attach a short precis of them. 

The subject matter includes, among other ques- 
tions, the Fashoda crisis, the South African War, the 
Anglo- Japanese Alliance, the Russo-Japanese War, 
the first Morocco crisis, the Algeciras Conference, th© 


Bulgarian Declaration of Independence, the annexa- 
tion of Bosnia and Herzegovina by Austria-Hungary 
the Agadir crisis, the Tripoli (Turko-Italian) War, 
and the Balkan wars. 

There is very little to be found in these volumes 
relevant to the Terras of Reference of the Royal 
Commission : the private manufacture and trading 
in arms and munitions as a contributory factor in 
bringing about a war or creating war scares. 

VOL. I. 

No. 118, p. 93 gives terras of the Anglo-Portuguese 
Secret Declaration, dated 14th October, 1899 (out- 
break of South African War), confirming certain 
articles of the 1661 and 1662 Treaties. Under this 
Agreement Portugal undertook, during the war, 
not to allow the importation and passage of arms 
and munitions destined for the S.A. Republic to 
pass through Portuguese territory, and not to pro- 
claim neutrality. The latter condition was inserted 
so as to enable British ships to coal in Delagoa Bay. 

No. 271, p. 222. — Lascelles to Salisbury, Berlin; 
22/12/98. (Interview with the Emperor of Germany.) 
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Count Mouravielf, Russian Foreign Minister, pro- 
posed (December, 1898, eve of Hague Peace Con- 
ference) that a meeting of experts should be called 
to prevent any further inventions, which would 
increase the destructiveness of modern weapons. 
German Emperor told our Ambassador at Berlin 
that this proposal evidently originated with M. cle 
Witte, Russian Finance Minister, that Russia had no 
inventors or manufacturers, and was obliged to 
purchase all her munitions abroad. This constituted 
a heavy drain on the resources of the country, and 
it was only natural that de Witte should wish that 
the vast sums which went to enrich the foreigners 
should be spent at home. 

The 'Emperor mentioned that Krupp had been 
invited to tender for the construction of a new gxin 
for the Russian artillery. He added that the 
German gun was the best in existence, and that 
the French new field gun had proved very dis- 
appointing. 

No. 274, p. 224. — The Admiralty (May, 1899) con- 
sidered that the proposal to restrict improvements 
in weapons was a retrograde step, and would favour 
the interests of savage nations. 

VOL. II. 

No. 135, p. 126.— Satow to Lansdowne, Peking 
13/2/02. The United States Minister thinks the 
Anglo-Japanese agreement (signed 30/1/02) the most 
important political event that has taken place for 
a long time. He thinks that the Japanese are burn- 
ing to go to war to turn the Russians out of Man- 
churia, and could easily put 100,000 men there u’ithin 
a month. 

No. 241, p. 211. — Communication from War Office 
29/7/03. (Note on Russian position in Manchuria 
by Wingate after his visit there.) Port Arthur is 
fast becoming a Far Eastern “Kronstadt”. Some 
60,000 Chinese labourers are at work on the new 
town, harbour, dockyard, fortifications, military 
roads and buildings. The results of a conflict with 
Japan might be disastrous to Japan, while, even 
if she were to get the best of the war, Russia would 
not suffer greatly. (There is nothing in the docu- 
ments about Japan’s preparations for the war, which 
broke out on 8/2/04.) 

VOL. III. 

Chapteir XX. — Anglo-French and Anglo-Belgian 
Conversations 10/1/06—30/4/06. Dealing with 
British co-operation with France and Belgium in 
the event of Germany attacking France through 
Belgium. Mainly correspondence between Grierson, 
D.M.O., War Office and Bernardiston, British M.A. 
at Brussels and The Hague. Nothing about arma- 
ments. 

VOL. IV. 

No. 296, p. 312.— Government of India to Young- 
husband, 26/6/04. In satisfaction for failure to 
fulfil Treaty obligations and for various other 
affronts, Government of India suggest terms to be 
demanded of Tibet, including “no arms to be im- 
ported or manufactured without British per- 
mission ”. . 

p. 315, Art. VIII. — Signed Convention with Tibet 
reads:- Tibet agree to “ raze all forts and fortifica- 
tions and remove all armaments which might impede 
the course of free communication between the 
British frontier and the towns of Gyantse and 
lihasa ”. (Convention signed at Lhasa 7th Septem- 
ber, 1904.) 

VOL. V. 

pp. 148-163. — Negotiations for a commercial treaty 
between Austria-Hungary and Servia were under 
consideration, but making little progress. 

No. 132, p. 150. — Thesiger to Grey, Belgrade, 
19/4/06. Austria makes the granting of a com- 
mercial treaty conditional on the order for_ guns and 
other contracts being placed with Austrian firms. 
Servia looks on this as a species of blackmail. 

No. 136, P. 154. — Thesiger to Grey, Belgrade, 
11/7/06. All efforts to bring about an understand- 
ing between the two countries have failed, and the 
general tariff came into force on both sides. 


No. 140, p. 158. — ^Whitehead to Grey, Belgrade, 
14/11/06. There is good authority for stating that 
the Servian Government have given orders to Messrs. 
Schneider of Creusot (France) for the supply of 45 
field batteries, 9 mountain batteries, and 2 batteries 
for Horse Artillery. It is believed that M. Passitch 
(Servian P.M.) insisted on buying the guns from 
Schneider, because Bulgaria had done so in 1905. 
It was important the weapons of each country 
should be as nearly as possible the same, and the 
ammunition interchangeable to facilitate combined 
action in certain eventualities. 

No. 142. — Precis of speech by M. Passitch in the 
Skupshtina on 27/11/06 on the question of Artillery 
Armaments. 

The trials of a battery of Q.F. guns, purchased 
from the Skoda factory (Austria) in 1903, gave un- 
satisfactory results, and an Artillery Commission 
was despatched to various gun factories and ordered 
to report. Some of the members favoured Schneider 
and some Krupp. [These were the only two firms 
mentioned. Apparently Skoda was further down the 
list.] Eventually Schneider’s model obtained the 
greatest number of “ very good marks,” and the 
order was given to them. 

VOL. VI. 

The title of this volume is Anglo-German ten- 
sion, 1907-12. It is the only volume whose Index 
refers to armaments. There are over 400 refer- 
ences to naval armaments, and it would take a long 
time to summarise them. It is not, however, neces- 
sary to do so as they deal almost exclusively with 
the increase of the German Fleet during those 
years. 

A great deal of space is taken up by the reports 
of our Naval Attaches, chiefly on German ship- 
building. A report by Captain Dumas in 1907 
showed that at that time our naval preponderance 
over that of Germany was overwhelming^ Germany 
then began in earnest to increase her fleet. In 
December, 1907, the amendment to the Fleet Bill 
was published. 

In the debate in the Reichstag on this subject, 
Herr Rebel, leader of the Social-democrats said; 

“ Against whom is the increase directed? The Navy 
League declares it openly. England and once more 
and again England.” 

No. 502, P. 672. — Goschen to Nicolson, Berlin, 
9/2/12. Haldane’s Conversation with Tirpitz. 

Tirpitz, diiring his long term of administration 
had the joy of seeing England’s naval superiority 
over Germany substantially reduced. But the 
events of last summer (1911 — Agadir crisis) showed 
that the German Fleet was still not ready for serious 
business. After a severe struggle with the Chan- 
cellor and the military authorities, he had succeeded 
in getting his proposals for a stiU further increase 
of construction accepted. Haldane left him in no 
doubt that we should lay down two keels to one. 
VOL. VII. MOROCCO. 

Enc. 1 TO No. 91, P. 78. — White to Crowe, Tan- 
gier, 23/2/08: French terms for supporting Sultan 
of Morocco reported to include “ the control of 
the contraband of arms.” 

No. 93, P. 81. — Lascelles to Grey, Berlin, 6/5/08; 
German merchants at Saffi furnish Mulai Hafid (rebel 
brother of Sultan) with arms and ammunition. 

No. 101, p. 87. — de Bunsen to Grey, San Sebas- 
tian, 7/9/08: Spain suspects France of secretly 
supplying Sultan with means to prolong hopeless 
struggle against his brother. 

No. 115, p. 106. — de Salis to Grey, Berlin, 
30/10/08: Recognition of Mulai Hafid as Sultan: 
the date of his accession became a question, as 
payment to German and French merchants for sup- 
lilies was involved. This, however, led to no 

trouible. 

No. 148 : MIN. 2, P. 134. — Bertie to Grey, Paris, 
1/2/09: “ The rapprochement in Morocco has taken 
the form of a deal about the arms contract.” No 
further reference is made to this. 

No. 163, p. 147. — Lister to Grey, Tangier, 9/2/10: 
Morocco orders four batteries from Krupps: 5,000 
mauser rifles and a million cartridges from Ham- 
burg firm believed to be named Genschau. 
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No. 166, p. 150. — ^Lister to Grey, Tangier, 
20/2/10: In. order to force Saltan’s signature to 
Frauco-Moroccan Convention, France intended to stop 
entry of all arms and munitions no matter whence 
they came or where they arrived. Convention was 
signed on the 4th of March, so threat was never 
made. 

No. 186, p. 173. — Goschen to Grey, Berlin 
13/12/10 : German Minister for Foreign Affairs 
pointed out in the Reichstag that the French ship 
then in Agadir harbour was there on police duty 
to prevent the smuggling of arms. 

No. 284, p. 269. — Enclosure to Minute by Grey, 
22/5/11: French Ambassador requests British 

Government to renew for one year the mandate to 
France and Spain to suppress contraband trade in 
arms in Morocco. 

No. 300, p. 273.— Grey to Bertie, 30/5/11: French 
^bassador has been told that we had no interest 
in arms traffic in Morocco, but considered that in 
return for our compliance we expected France to 
consent to the suppression of the arms traffic in 
the Persian Gulf. 

No. 644, p. 635. — Colonel Fairholme (B.M.A., 
Paris) to Bertie, 7/9/11, in a long report on the 
French Army mentions that recently abnormal 
activity had been displayed in preparing for war. 
As regards armament the French had got, and knew 
how to use, the best quick-firing gun in existence, 
superior to the German gun in several respects. 
The French infantry rifle is practically as good as 
the German riflle. The French field artillery is 
somewhat weaker in guns that the German, but 
this disparity will be more than compensated by 
the marked superiority of the French gun itself, as 
well as by the better French artillery methods and 
training, and also by the four-gun battery 
organisation, 

App. 1, p. 796. — Oppenheimer to Grey, 21/10/11. 
A long report on the present financial position in 
Germany as affected by the recent Moroccan nego- 
tiations, shows that the weakness of the German 
financial position was greatly exaggerated, and that, 
contrary to the current statement that it was the 
financial situation which had deterred Germany from 
going to war, it was the state of the navy that 
proved the deterrent. The report brings out the 
re^y sound position of the Germany banks, tho 
existence of a definite scheme for financing a big 
war which will operate automatically when war is 
declared; and the pressure which the banks will 
inevitably exercise, at a time of prolonged crisis 
to bring about — not so much a peaceful — but any 
solution, peaceful or warlike; the period of ex- 
pectancy and indecision is fatal to the banks, but 
they are prepared to meet the situation once war 
is actually decided upon. The intervention of the 
banks made Germany declare for peace since she 
was not ready for war; she was thereby unable to 
prolong the period of uncertainty whether it suited 
her to do so or not. 

VOL. VIII. 

No. 368, p. 471. — Nicolson to Grey, St, Petersburg, 
6/10/09. Sazonov, Russian Acting Foreign 
Minister, has been informed that Japanese Govern- 
ment intended to purchase the Brazilian battleships 
which had been constructed in England, and that 
Japan was preparing to undertake a campaign 
against Russia in about 18 months time. Would 
Nicolson make enquiries. 

No. 369, p. 472. — Admiralty to Foreign Office 
27/10/09. There is no reason to suppose there is 
any truth in above rumour. (There was much 
agitation in Russian press regarding Japan’s sup- 
posed aggressive intentions against Russia. There 
was no foundation whatever for this.) 

VOL. IX (part 1). 

No. 532, p. 523. — Granville to Grej', Berlin. 
21/12/1911. A report from “ The Times ” reprinted 
in Germany, states that a trainload of war material 
from Germany had reached the Turkish frontier, and 
had there been taken over by Turkish officials. The 
German paper commented that if there was any 
truth in the report at .all it could only be a question 


of medical supplies. A minute by Mr. Mallet states 
that Mr. Lampson reported that the story was true, 
but that it was not a violation of neutrality. 

No. 562, p. 560. — Buchanan to Grey, St. Peters- 
burg, 21/3/1912. Russia tried to dissuade Turkey 
from signing a contract with Armstrongs for 
cruisers. M. Tcharykow, Russian Ambassador at 
Constantinople, claimed that he had succeeded in 
deferring the signing for four years, and that the 
building would take three years. Turkey signed on 
the following day, all work to be completed in 2^ 
years. (Cited as instance of Turkish imposition on 
Russian Ambassador.) 

No. 588, p. 585. — Granville to Grey, Berlin, 
11/7/1912. German Emperor reported to have urged 
Russian Minister of Marine to place his shipbuilding 
orders in Germany, promising that six “ Moltke’s ” 
could be sui)plied in a comparatively short time. 

No. 806, p. 762.— Nicolson to Grey, 30/9/1912. 
Tho head of Cammell Laird’s has been enquiring 
this morning whether we have any objection to their 
selling to the Greek Government immediately two 
battleships they have ready for Argentina. 

No. 809, pp. 765-6. — Memorandum by Sir E. Grey, 
4/10/1912. H.M. Government are doing everything 
in their power to prevent arms going overland into 
Afghanistan. Traffic now centred in Muscat \>here 
control is impossible owing to claim made by French 
Government that the trade in arms and ammunition 
should be free. The result has been seriously to 
prejudice the cause of order and good government in 
Afghanistan and Persia. Sultan of Muscat recently 
introduced a system for regulating the traffic of 
which H.M. Government are endeavouring to -secure 
French acceptance. 

VOL. IX (PART 2). 

No. 310, p. 231. — Grey to Goschen (Berlin), 
29/11/1912. The German Ambassador says reports 
that Grermany was encouraging Turkey to resist by 
supplying her with officers and arms were quite 
untrue. Germany had, in fact, allowed Oreusot guns 
to go through to the Balkan States, because she did 
not wish to be accused of obstructing French 
industry. 

No. 317, p. 236. — Lowther to Grey, Pera, 
3/12/1912. German and Austrian Governments are 
only so far aiding Turkey in despatching guns by 
allowing Creusot guns to come through their 
countries. No evidence is obtainable of arrival of 
German artillerymen at Pera. 

No. 413, p. 314. — Buchanan to Grey, St. 
Petersburg, 24/12/1912. Austria-Hungary object to 
Servia being allowed to import munitions in time of 
war. Servia insist on having this right, pointing 
out that it would always be perfectly easy for 
munitions to be seized by Austria-Hungary as 
contraband of war at sea as entrance to Adriatic is 
so narrow. 

No. 426, p. 323. — Next above repeated by Grey to 
Rodd (Rome), 31/12/1912. 

No. 658, p. 536. — Bax-Ironside to Grey, Sofia, 
25/2/1913, reports that 26 new Creusot guns from 
Servia have been sited for use against Adrianople. 

No. 968, p. 785. — Cartwright to Nicolson, Vienna, 
9/5/1913. Government circles in Vienna believe that 
the Scutari question which has agitated Europe for 
weeks has been bolstered up by King Nicholas 
(Montenegro) as a Bourse operation at the expense 
of the European public. It is asserted that the 
King has made “ hia pile ” by these operations which 
may prove his cleverness but not his honesty. 

No. 1165, p. 925. — Grey to Cartwright (Vienna), 
21/7/1913. The French Ambassador said that the 
Turkish Government would not be very frightened by 
tho refusal of financial help, as they knew that 
several of the powers already bad such financial 
interests in Turkey that they could not allow a 
Turkish financial collapse. Grey replied that neven 
theless if help were given owing to this consideration 
it might imply an amount of European control that 
would not be very favourable to Turkey. 

No. 1248, p. 993, Goschen to Grey, Berlin, 
20/8/1913. Russian Govea-nment suggest financial 
boycott to stay Turkish advance. Germany would 
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appeal to her banks and do all possible to prevent 
money going from Germany to Turkey, but Herr von 
Jagow pointed out that recent experience had shown 
how difficult it was to prevent private financial 
groups from lending money where it was theia- 
interest so to do. 

VOL. X. 

In preparation. Deals with events from Sep- 
tember, 1913, to the Sarajevo assassination. 

VOL. XI. 

This volume contains nothing about armaments, 
but it has two items of interest : (1) An article in 
the “ Matin ” of 18th July, 1914, by M. Jules 
Hedeman, special correspondent of that paper, 
writing from St. Petersburg, emphasising the 
enormous strength of the Russian army, and (2) A 
report from Sir F. Oppenheimer from Berlin on 
the strong financial position of Germany. 

(1) No. 66, P. 52. Granville to Grey, Paris, 
18/7/14. Hedeman reports that an extraordinary 
awakening of Russia is manifesting itself. By the 
winter of 1916 the Russian army on a peace footing 
will total the colossal figure of 2,245,000 men. She 
will then possess an active army greater in number 
than the joint forces of the Triple Alliance. (There 
is no mention of how this army is going to be pro- 
vided with arms.) 


(2) No. 322, P. 205. Goschen to Grey, Berlin, 
30/7/14. Oppenheimer reports that since the 
Morocco crisis (middle of 1911) the whole financial 
policy of Germany has been guided by only one 
oonsideration — ^her financial preparedness in case 
of war. 

The gold at the disposal of the Reichsbank on 
15th July, 1914, amounted to £67,200,000 (compared 
with £44,200,000 on 15th July, 1911). Supply of 
silver was £15,000,000. The war chest at Spandau 
held £10,250,000. There was also a further silver 
resejwe of nearly £6,000,000. 

Since the Morocco crisis every one of the leading 
banks had greatly improved its financial status 
under pressure from the Reichsbank. 

The deposits in the savings banks had also 
enormously increased. 

The Prussian loan of early 1914 was over-sub- 
scribed 70 times, proving the extraordinary abund- 
ance of money in Germany. 

Germany’s financial strength is the strength of 
the lesson taught by the Morocco incident. She has 
ever since been determined to show the world that 
on that occasion she had decided “ reculer pour 
ipouvoir mieux sauter.” As far as her financial 
position is concerned, she has attained her object. 

Minute hy Eyre Crowe. 

A great contrast to the panic here. Germany ia 
organised and the Government gives guidance and 
help. 


ANNEX VI 


THE MULLINER CASE. 

(Admiralty note.) 

1. The usual version of the Mulliner legend is 
that Mr. Mulliner, the managing director of the 
Coventry Ordnance Works, brought about the in- 
crease of the British naval programme in 1909-10 
by furnishing information purporting to show that 
Germany was accelerating or augmenting her naval 
programme under the German Navy Law and that, 
after the additional British ships had been built, 
with great advantage to Mr. Mulliner’s own firm, 
this information was found to be untrue. 

2. The story was referred to by Mr. Philip Snowden 
in the House of Commons on the 18th March, 1914 
{Official lUport, page 2136) : — 

“ The House will remember the Mulliner incident. 
Mr. Mulliner was a Director of the Coventry Ord- 
nance Works. What is the Coventry Ordnance 
Works? It is another name for John Brown and 
Co. The Cammell Laird Co. and the John Brown 
Co. own most of the shares. Now we had it on 
the authority of Mr. Mulliner himself that for 
three years before 1909 he was constantly writing 
to the Government and appealing to them in other 
ways to spend more money upon armaments, and 
giving them information, which was afterwards 
found to be totally untrue, in relation to what 
Germany was doing. I do not suppose that it is 
a very usual practice for Cabinet Ministers to 
interview commercial travellers and touts, hut 
they made a departure on this occasion and after 
three years of importunity, they enlisted the ser- 
vices of this gentleman, who was received by the 
Prime Minister and other members of the Cabinet ; 
and then the Prime Minister and the First Lord 
of the Admiralty came down to this House with 
that bogus story about the acceleration of the 
German programme, and it has since come to 
light that their only authority was the man whose 
works were standing idle at that time and was so 
anxious to get Government work. 

3. The most picturesque version of the story is 
that attributed in the News Chronicle, 21st Feb- 
ruary, 1935, to Dt. Maude Royden, in which, how- 
ever, Mr. Mulliner is not mentioned by name: — 

” She declared that before the War he told the 
Admiralty that Germany was making preparations 
to create a huge navy so that during the 1910 
election there was a public outcry for eight new 
battleships. 


That was because this man had convinced the 
country that Germany was laying do,wn from 12 to 
25 more battleships. 

In the end we laid down four more battle- 
ships than was intended, and by an odd coin- 
cidence one of the first contracts went to this 
agent’s firm. 

Yet the Germans had not built the ships re- 
ferred to. They had not built one above their 
legitimate programme.” 

The Star of the same date published a similar 
article under the not-inappropriate headline ” Just 
a Lie.” 

4. Now as to the facts. 

5. In May, 1906, Mr. Mulliner wrote a _ letter 
(copy in Appendix I) to General Hadden, Director 
of Artillery, War Office, which the latter passed on 
to the Admiralty, asking whether^ he was aware of 
the enormous expenditure now going on at Krupps 
for the purpose of manufacturing very large naval 
guns and mountings quickly, and giving details, 
based on information which had come under 
Mulliner’s notice, as to Krupps’ orders for new 
plant and equipment. Mulliner supplemented this 
information from time to time up to June, 1908. 
The information was substantially correct and was 
later confirmed by other evidence. As will be ex- 
plained later the German programme of naval con- 
struction was increased in 1906 and still further 
increased in April, 1908. It would obviously require 
considerable expansion in the Krupp works to supply 
the armament for the new Dreadnoughts. There was 
in reality nothing unexpected or startling in the 
rapid development of German capacity to construct 
guns and gun mountings — it was an obvious con- 
comitant of the increase in their shipbuilding pro- 
gramme. 

6. In the winter of 1908-9, information came to 
hand from quite other sources which seemed to show 
that the German programme was actually being 
accelerated, and in the light of this extraneous in- 
formation, Miilliner’s information as to the extent 
to which acceleration had become practicable appears 
to have been regarded as having increased import- 
ance, and to have been treated seriously by the 
Government. 

7. On the 24th February, 1909, Mr. Mulliner had an 
interview with Sir Charles Ottley, the Secretary of 
the Committee of Imperial Defence (a copy of the 
latter’s note is enclosed in Appendix II). He had 
a further interview with him on 8th March (note in 
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Appendix 111). On 3rd March there was a meeting 
with Ministers of which Mr. Mnlliner gives an 
account in a letter published in The Times on 17th 
December, 1909, as follows: — 

“ The following week I was sent for to Downing 
Street and at this interview Admiral Fisher and 
Admiral Jellicoe were present, as well as nearly 
all the Members of the Cabinet. At that interview 
I pointed out that what had now proved to be 
accomplished facts were set forth in my letter of 
May, 1906. Admiral Jellicoe admitted that he bad 
received that letter and that I had referred to it 
at many subsequent interviews. I asked Admiral 
Fisher also to confirm this so far as he was con- 
cerned, but was unable to understand his reply. 

I pointed out mistakes in the 12-in guns then 
adopted in the Navy. I pointed out the inferiority 
of our means of production in this country, and 
how hopelessly we were behindhand compared with 
Germany. 1 proved that in Germany nearly three 
times more gun steel and armour plating had been 
manufactured each year since 1906 than in this 
country, and how the Ordnance Works had been 
precluded from tendering on large mountings. On 
the last point I saw Mr. McKenna a few days 
afterwards ”. 

8. Mr. Mulliner gave a chronological account of his 
activities in a letter to The Times dated 1st January, 
1910 {Times, 3rd January, 1910), which subsequently 
achieved notoriety as “ Mr. Mulliner’s diary ”. It 
is important to note that Mr. Mulliner laid no claim 
to have made any statement in regard to the ships 
which were building by Germany. He claimed, and 
his claim is borne out by the statements already 
quoted, that his information related solely to the 
expansion of Germany’s productive capacity, and to 
her capability of increasing her naval programmes, 
and not to a statement as to her intentions. 

9. So much for Mulliner’s own story. 

10. Turning now to the increase in the British 
naval programme in 1909-10 we find that this was, in 
fact, due to quite other causes. 

11. The policy of the Conservative Government in 
regard to the construction of Dreadnoughts had been 
laid down in Lord Cawdor’s statement on Admiralty 
policy 1905 (Cd. 2791) as follows: — 

“ At the present time strategic requirements 
necessitate an output of four large armoured ships 
annually, and unless unforeseen contingencies 
arise, this number will not be exceeded. The 
period of building is to be two years, and there- 
fore four ships will be laid down each year, and 
there will be eight ships in course of construction 
in any one year, either in the dockyards or by 
contract. 

The Board have come to the conclusion that 
the right policy is to make out their programme 
of shipbuilding for the next year only, and while 
they anticipate at present that the output of four 
large armoured ships a year should suffice to meet 
our requirements, there would be no difficulty 
whatever in increasing this output to whatever 
extent may be necessary in consequence of any 
increase of naval power abroad 

12. In 1905 the programme of four large armoured 
ships was carried out, but when the Liberal Govern- 
ment came in they laid down three only in 1906, three 
in 1907 and two in 1908. Thus| by 1909 there was 
already a deficiency of four ships compared with the 
minimum Conservative programme. Moreover, that 
programme was related to the German programme 
which was based on the German Navy Law of 1900. 
This programme was duly followed out till 1907, but in 
April, 1908, a new Navy Act increased the rate 
of replacement of older ships, with the result that 
Germany built four Dreadnoughts in 1908 as against 
three in 1907. Not only, therefore, had this country 
reduced construction, but Germany had increased. 
Moreover the Government had become alarmed at the 
possibility that even this increased programme was 
being accelerated. 

13. On the 16th March, 1909, the Navy Estimates 
were introduced and the First Lord informed the 
House of Commons that the Government was in a 
difficulty as it did not know the rate at which 
German construction was taking place, but that it 


was believed that the German programme of four 
Dreadnoughts a year was being accelerated, as in- 
formation had been received that the collection of 
materials, etc. for a number of ships had been begun 
in advance of the programme dates, and that in view 
of the possibilities of this new situation, the Govern- 
ment had decided to take power to increase their 
intended programme of four Dreadnoughts by four 
more, which could be laid down in time to he com- 
pleted by March, 1912. 

14. ^ Immediately after the debate on the Estimates, 
Admiral Tirpitz denied in the Reichstag that there 
was any acceleration of the German programme, 
and the German Ambassador approached Sir Edward 
Grey with a similar denial. Admiral Tirpitz’s speech 
was the subject of a question in the House, which 
was answered by the Prime Minister on the 25th 
Slarch, 1909. The record of the conversations of 
Sir E. Grey and the Ambassador has been jnihlishcd 
in the official British Documents on the Origins of 
the TFnr, 1898-1914, Vol. 6, pages 237 et seq. 

15. The upshot of these conversations was that the 
Ambassador had to admit that unusual steps had been 
taken in collecting materials in advance for two 
Dreadnoughts before laying them down, and in 
secretly promising orders to shipbuilding firms for 
two other Dreadnoughts in advance of Reichstag 
approval of the Estimates. He declared, however, 
that these unusual steps had not been taken with a 
view to accelerating the completion of the ships, but 
for other reasons, and gave a positive assurance that 
no more than 13 German Dreadnoughts would bo 
completed before the end of 1912. Sir Edward Grey 
made a full statement of these explanations and 
assurances in the House of Commons on the 29tK 
March, 1909, that is, within a fortnight of the First 
Lord’s original statement. 

17. In actual fact, the Germans did not complete 
the ships sooner, but followed throughout the 
measures which from time to time had been pre- 
scribed by the German Navy Laws. 

18. The Government statement of 16th March had, 
however, had an immediate effect in the country. 
The Government programme of four certain and four 
provisional ships was regarded with disapproval and 
a campaign developed in favour of more immediate 
action. Thus, on the 20th March, 1909, Mr. W. T. 
Stead wrote demanding two keels for one, and Mr, 
\Vyndham_, M.P., spoke at Wigan:— “ What the 
people said was : ‘ We want eight and we won’t 
wait ’ (T7te Times, 29th Jlarch, 1909.) A vote of 
censure was moved by Mr. Lee on 29th March. There 
was a non-party meeting at the Guildhall on the 
30th March, summoned by the Lord Mayor. 

19. As a result, in spite of the German explana- 
tions and assurances as to acceleration, the Govern- 
ment after very anxious and careful examination 
of the conditions of shipbuilding in foreign 
countries ” decided that the four additional ships to 
be completed by March 1912 should still be laid down. 
This decision was announced to and approved by the 
House of Commons on the 26th Jnly, 1909. 

20. In point of fact, the laying down of these four 
ships was essential if we were to get our desired 
superiority. What this superiority was appears from 
a speech in the House of Commons by Mr. Churchill 
on the 18th March, 1912, in which he explained that 
the actual standard in naval construction which the 
Government had been following during recent years 
(a standard which replaced the Two-Power standard) 
had been a development of a 60 per cent, superiority 
in vessels of the Dreadnought type over the German 
navy on the lines of the existing Fleet Law. This 
was to be a minimaim which might have to be in- 
creased as our relative superiority in earlier types 
of battleship was reduced by scrapping. 

21. Yet in August, 1914, notwithstanding the con- 
struction of the four additional ships in 1909, the 
position was that we had 20 Dreadnought battleships 
and 7 battlecruisers against Germany’s 14 and 
4 built, and 14 and 1 against Germany’s 6 and 
4 building, a total of 42 against 28, or less than our 
declai-ed minimums of 60 per cent, superiority.* 

* These figures exclude H.M.A.S. AUSTRALIA and H.M. 
ships NE' IF ZEALAND and MALA TA, which were intended 
to be additional to the 60 per cent. 
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22. This really ends the story of Mulliner, so far 
as his connection with the acceleration of the pro- 
gramme of 1909-10 is concerned, but shortly after- 
wards he became the centre of a violent political 
controversy which ought perhaps to be briefly men- 
tioned. After the Navy Estimates debate in March, 
1909, the Opposition pressed Ministers very haitl as 
to the date at which expansion of Krupp’s productive 
capacity became known to them. An apparent dis- 
crepancy between the statement of the Prime 
Minister and the First Lord was pointed out. The 
Prime INfinister spoke of the expansion as something 
that had only become known in the course of 1908. 
The First Lord stated that it was known early in 
1906 that Krupp’s works were being extended, and 
.that the expansion had been going on continuously 
since then. Mulliner apparently bad felt aggrieved 
by the neglect to act upon his information and par- 
ticularly aggrieved that his firm obtained no orders 
for gun mountings. There seems no doubt that he 
had communicated his information to the Opposition 
and it may be due to this fact that his appointment 
at the Coventry Ordnance Works was terminated. 
Tt appears clear that no orders were given to the 
firm so long as Mr. Mulliner remained managing 
director. Mulliner complained that he had been 
victimised and a full statement of his grievances was 
made in the House of Commons by Mr. Duke (now 
Lord Merrivale) on 16th March, 1910. _ It will be 
seen, however, that this controversy has little bearing 
on the question now at issue. 


SUMMAKY. 


23. Mr. Mulliner’s information was concerned 
with Germany’s productive capacity, and was cor- 
roboratetl from other sources. He made no sta,te- 
ment that Germany’s programme was in fact 'teing 
accelerated, and the Admiralty were not moved by 
his information to enlarge their shipbuilding pro- 


grammes in 1906, 1907 or 1908. 

The campaign which led to the building of eight 
Dreadnoughts in 1909 was due chiefly to 
tion of the Conservative programme of 1905 by the 
Liberal Government in 1906, 1907 and 1903, and to 
the new German Navy Law of 1908, which increased 
the rate of replacement of older ships. 

Had the four ships not been built, we should have 
fallen seriously below the superionty which it was the 
policy of the Government to maintain. 

Mr Mulliner certainly derived no benefit from 
spreading the information about Germany’s capacity 
as he had left the Coventry Ordnance Works before 
any orders were placed with that firm. 
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London Offices : 

30, Broadway, S.W. 


Coventry. 

11th May, 


General Hadden, 

War Office, 

Pall Mall. 

Dear General Hadden, 

Of course I liave no right to trouble you about the 
following, but I thought you would not mmd my 
writing unofficially. 

Are you aware of the enormous espeiiditure now 
going on at Krupp's for the purpose of manufactur- 
ing very large naval guns and mountings gmckly? 

We have had a great deal to do with Germany 
lately, and find that Krupp’s have filled up tne out 
put of all the big machine tool makers for the nest 
year or two. 

We estimate that at the present tune Krnpps are 
espendinv at least a further £3,000,000 ; this is in 
addition to the immense works they already possess. 

Their whole scheme seems to he speed of produc- 
tion For instance, they are making immensely 
powerful lathes which will bore and 
gun simultaneously, which they eutimate will save 
at least one-third of the time. 


I also hear that 114 cranes are being made for 
these extensions. 

They seem to have ordered five machines for turn- 
ing up the roller paths and turntables for very 
large mountings, each of these machines costing 
£5,300; there is nothing nearly so good in this 
country. 

These extensions, etc., will give them a possibility 
of output far in excess of the whole capacity in 
Great Britain. The scheme must either be immense 
future requirements for their own country, or that 
they mean to obtain the whole armament trade of the 
world outside the few great powers who build for 
themselves. 

Yours faithfully, 

(Sd.) H. H. Mxtlliner. 


APPENDIX II TO ANNEX VI. 


Note by Siu Chables Ottley. 

Mr. H. H. Mulliner called to see me to-day. He 
had spoken to General Sir Ian Hamilton of certain 
matters that he considered to be of national import- 
ance and it -was at the suggestion of the General 
that he came to see me as the Secretary of the 
Committee of Imperial Defence. 

Mr. Mulliner is managing director of the Coventry 
Ordnance Works which have, during the past few 
years, been established by certain large firms of 
shipbuilders. 

The matters to which he drew my attention 
were : — 

(a) The enormous development of Krupp’s 
works during the past six years. 

(b) The fact that Krupp’s are largely controlled 
by the German Emperor. 

(c) That they have recently made such arrange- 
ments as will enable them to increase their output 
of heavy guns and mountings at a moment’s notice, 
and in a manner that is at present impossible for 


us. 


The deduction that Mr. JluUiner drew from the 
above was, that if the Germans suddenly resolved 
to outbuild us in battleships they would be able to 
do so, since they would be in a position to arm the 
ships as soon as they were built. We on the other 
hand can increase our output of ships but cannot 
suddenly increase the output of the heavy^ guns and 
mountings that are necessary for arming these 
ships. These guns and mountings are the factors 
which determine the number of battleships that 
can be turned out in a given time. Mr. Mulliner 
said that their construction was entirely in the hands 
of Elswick, Vickers Maxim and the Royal Arsenal. 

Mr. Mulliner, with regard to (o) the development 
of Krupp’s which has taken place of late years, gave 
me the following figures: — 


At Essen. 

At other 
works. 

Total. 

25,000 men 

20,000 men 45,000 

33,000 „ 

29,000 , 

, 62,000 

35,000 „ 

65,000 , 

, 100,000 

. . . he also stated 

that the 


In 1902 Krupp em- 
ployed ... 

In 1905 Krupp em- 
ployed ... 

In 1909 Krupp em- 
ployed ... 

As regards (b), . . r ■ j. 

Emperor has a personal interest in the firm owing to 
his grandfather having invested a large sum of 
money (£500,000) in it. 


The firm of Krupp is a joint stock company and 
is managed by a board of directors. _ These directors 
have not the power that is usually in the hands of 
a similar body in this country. Although trade with 
Krupp is apparently good this fact is not acknow- 
ledged on the annual balance sheets, and the share- 
holders receive comparatively small dividends. The 
large profits are presumably absorbed by the expan- 
sion that has taken place of recent years in the 
works. 


During these years large orders have been received 
from Turkey and these orders were entirely due to 
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the personal influence of the Emperor with the 
Sultan and gave the Emperor added influence over 
the firm. 


Mr. Mullinor further stated, in support of his 
contention, that the Emperor controls the finances 
of Krupp, that whereas Herr Krupp when alive 
lived extravagantly and expended large sums, Ids 
daughter and heiress lives quietly in a villa residence. 
She is apparently not in possession of the great 
wealth which she might he expected to have, owing 
to the profits in the works being diverted to their 
expansion. 

With regard to (c), Krupp’s ability suddenly to 
increase the output of heavy guns and mountings, 
Mr. MuUiner stated that he himself during the last 
few years has had occasion to spend much time in 
Germany. He was sent there by his employers in 
order to place orders for machinery of a special 
type only obtainable in Germany, for the manufac- 
ture of heavy guns and more especially for their 
mountings. He found that the firms with which 
be dealt in Germany had all recently received large 
orders for similar machinery and he was able to 
trace these orders to Krupp. He consequently came 
to the conclusion that Krupp was collecting a much 
larger amount of machinery of the special type re- 
quired for the Services mentioned above than they 
could conceivably require for arming ships and forts 
in normal times. 

Mr. Mulliner emphasised this statement by the 
assertion that Krupp’s maximum output of heavy 
guns and their mountings was double that of Elswick, 


Vickers Maxim and the Royal Arsenal combined, 
and that the system of gun construction that they 
adopted as well as the superior type of machinery 
that they possessed for constructing gun mountings 
gave them a great advantage over us and enabled 
them to turn out a gun in one third less time than 
we could. 

He finally stated that in his opinion the German 
heavy guns were superior to our own being both 
more durable and more easily handled. 

(Intld.) C. L. 0. 

24th February, 1909. 


APPENDIX HI TO ANNEX VI. 

Note by Sir Charles Ottley. 

Mr. Mulliner came to see me again to-day. He 
wished to add to the conversation that we bad on 
the 24th February a few notes that he possessed 
with regard to the powers possessed by the Germans 
of building battleships. 

He stated that one of his employees who was 
recently in Germany and who had tried to ascertain 
all that he could on the subject considered that each 
of the following seven shipbuilding yards was capable 
of building two battleships a year : 

Germania, Blohm and Foss, Schikau, Vulcan 
old yard, Vulcan new yard and the two Royal 
Dockyards at Bremen and Kiel. 

(Intld.) C. L. 0. 

8th March, 1909. 


ANNEX VII 


EXTRACT FROM LIFE OF LOBI) OXFOBD 
ABB ASqUlTFL, by J. A. SPENDER and 
CYRIL ASQUITH. Vol. I, Chapter XX, pp. 
252 and 253. 

“ But from this point onwards two things worked 
together to compel the Government to look for new 
sources of revenue. One was the increasing demand 
for social services, especially the schemes for sick- 
ness and unemployment insurance which were now in 
preparation; the other the growing menace of the 
German naval competition, w'hich required large in- 
creases in our naval estimates. In April, 1908, the 
German Government introduced a new Navy Law, 
which in efi'ect increased the annual German pro- 
gramme to four capital ships a year, and made it 
highly probable that, unless British ship-building 
was largely increased, Germany might be actually 
superior to us in capital ships by the year 1914. In 
these circumstances the Government had either to 
give up their social programme or to expose the 
country to the risk of being outbuilt by Germany, 
unless they saw their way to raise a large additional 
revenue. 

Parties were characteristically divided between 
these alternatives. Unionists were hot on the scent 
for an immediate increase of naval armaments, and 
desired nothing more than that a check should be 
placed on Radical programmes. Liberals and 
Radicals who had built high hopes on The Hague 
Conference and the expected reduction of armaments 
were at the best reluctant converts to the necessity 
of an increase of ship construction, and stipulated 
that in any case their schemes of social reform 
should not be held up. At the same time the coming 
of Mr. Lloyd George to the Chancellorship of the 
Exchequer introduced a new and lively element into 


the conduct of finance, and gave a peculiar intensity 
to the argument which all through the autumn and 
winter of 1908 and the spring of 1909 went on un- 
abated behind the scenes as to the proper solution of 
the problem. 

Mr. Lloyd George was for long unconvinced about 
the necessity of the programme which Mr. McKenna, 
the First Lord of the Admiralty, backed by his sea- 
lords now declared to be imperative, and he was 
strongly supported in his resistance by Mr. Winston 
Churchill. The battle raged for several weeks in the 
Cabinet with threats of resignation on the one side 
or the other. Mr. McKenna demanded the imme- 
diate construction of six Dreadnoughts; Mr. Lloyd 
George and Mr. Churchill insisted that four were 
enough. Finally, Asquith himself brought peace 
by proposing that four should be laid down imme- 
diately, but provision be made for the rapid con- 
struction of four more beginning from 1st April in 
the following year, i.e., within the same financial 
year, or earlier if the need was proved. But even 
this required an argument which excited the public, 
and led to a fierce agitation in which all eight were 
demanded at once. ‘ We want eight, and we won’t 
wait,’ was the slogan of the hour. The Government 
bowed to the storm, and Mr. McKenna, who had 
fought his case with great pertinacity, and at one 
moment came within an inch of resigning, got two 
ships more than he had originally demanded. As Mr. 
Churchill puts it, ‘ a curious and characteristic solu- 
tion was reached. The Admiralty had demanded six 
ships, the economists offered four, and we finally 
compromised on eight.’* Asquith’s own leanings 
were to the original six, but he was not at all averse 
when this queer turn of the wheel made them 
eight.” 


ANNEX VIII 


W. B. SHEARER. 

(Admiralty records. Case 2040, Case 1608.) 

At the time of the 1927 Geneva Naval Conference 
many of the United States newspapers were markedly 
unsympathetic to the United Efingdom case, and it 
has been suggested that they were influenced by the 
activities of Mr. Shearer, an observer paid by some 


American firms. The activities of Mr. Shearer at the 
Conference were investigated by a Sub-Committee of 
the Senate Naval Affairs Committee in 1929-30. 

From press reports, it appears that Mr. C. L. 
Bardo, President of the New York Shipbuilding 


* World Crisis, 1911-14, pp. 1368. 
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Company, informed the Siib-Committee that the 
Bethlehem Shipbuilding Company, the Newport News 
Shipbuilding & Dry Dock Company, and his own 
company, paid Shearer 46,750 dollars for his activi- 
ties at Geneva and for lobbying in favour of the 
Merchant Marine Act passed in 1928. Mr. Bardo 
admitted that Shearer had been paid “ altogether 
too much ” for his work at Geneva, and that his 
reports, which were “ bunk ” and “ cheap talk,” 
contained no information of value which was not in 
the press. In June, 1930, Senator Shortridge, 
Chairman of the Sub-Committee, announced in the 
press that he did not expect to submit a report to 
the Senate on the inquiry. The hearings of the 
Committee were to be printed, but Mr. Shortridge 
was reported as saying that in view of the fact that 


Mr. Shearer served only as an observer at the Con- 
ference for certain companies by which he was em- 
ployed, and in addition sought, according -fo, testi- 
mony before the Committee, only to bring about naval 
parity between the United States and Great Britain, 
there was no occasion for a report to the .Senate;. 

Whatever may be thought of Mr'., Shearer’s activi- 
ties, it seems clear that they did not in any way 
affect the result of the 1927 Naval Conference. The 
differences between the governments of this country 
and the United States were of too fundamental a 
character to have rendered agreement possible at 
that time, and it was only after a series of disciis- 
sions and compromises that agreement for a limited 
period was reached at the London Naval Conference 
of 1930. 


ANNEX IX 


EXTRACT FROM A SPEECH IN THE HOUSE 
OF COMMONS BY MR. BAJ.DWIN ON 
22nd MAY, 1935. 

» * * 

“ It will be familiar to the Committee that the 
Government recently introduced and explained cer- 
tain plans for the strengthening of the national de- 
fences, and the way in which the Government have 
proceecled, if I may once more sketch it briefly, will 
show clearly how far the technical co-ordination, or 
perhaps I should rather say the co-ordination in 
technical matters between the Services, has pro- 
gressed in the last decade. It will be familiar to 
all those who have been Members of the Govern- 
ment, and possibly to many others in the House, 
that the Chiefs of Staffs, in addition to their day-to- 
day duties, submit every year a report on the con- 
dition of the national defences. When they came 
to make their annual review of the preceding year 
in October, 1933, they had to make that review in 
the light of information from the Foreign Office 
that there had been a marked deterioration in the 
preceding 12 months in the international situation, 
and that marked deterioration had coincided with 
a considerable amount of re-armament on the part 
of many countries throughout the world, re-arma- 
ment that could not fail to cause all lovers of peace 
considerable anxiety. 

It was in that light that the report was prepared 
and the report showed, as everyone knows it would 
in these circumstances, the serious condition of the 
accumulated deficiencies— deficiencies that had 

accumulated during years when it was not only the 
policy of successive Governments to refrain from 
fresh commitments in armaments, but it was also a 
policy that was endorsed by the people of this 
country at, large, who were all of them prepared at 
that time and in those circumstances to make a real 
sacrifice of a feeling of unimpaired security in the 
hope that they might get that disarmament which 
all our people, and, indeed, many people through- 
out the- world, hoped they might have. This_ report 
was considered on presentation, hy the Committee of 
Imperial Defence, and, on the advice of that com- 
mittee, the Government decided to ascertain the 


facts in detail. A small official sub-committee was 
set up, consisting of the three Chiefs of Staffs, re- 
presentatives of the Treasury and of the Foreign 
Office, and the Permanent Secretary of the Com- 
mittee of Imperial Defence. 

Their work, of course, was a work of great detail 
and of great length, and it was, not unnaturally, 
discovered, as they approached the close of R, that 
other considerations had to be reckoned with and 
accounted for— financial considerations, foreign con- 
siderations, .and considerations concerned with the 
disarmament policy of the Grovernment. And so the 
report prepared by that sub-committee to whiph- I 
have just alluded was then handed over to a. Minis- 
terial Committee, which had existed for some years 
for the purpose of dealing with disarmament. That 
Committee was presided over by the Prime Minister, 
and, subject to two exceptions, it was composed' 
entirely of Ministerial members of the Committee 
of Imperial Defence. Some of its members had been 
chairmen of sub-committees of the Committee of Im- 
perial Defence. It was to all effects the Committee 
of Imperial Defence itself. The technical advisers 
were the same, the secretary was the same, and most 
of the members were the same. 

To their work that committee gave something like 
three months of very close and arduous labour, pre^ 
sided over, as I have said, by the Prime Minister 
until he went to Canada last summer, and for the 
last month presided over by myself. After report- 
ing to the Cabinet at the end of those months of 
work, the Committee still remained' in session to 
advise on adjustments that might be needed to meet 
the changing conditions. That Committee is still 
functioning now, and has been engaged in very. close 
and protracted examination of the very scheme 
which 1 purpose putting before the House to-day.” 

* * •* 


{Official Report, Vol. 302, No. 100, Cols. 362-364.) 


ANNEX X 


THE MITSUI CASE. 

Judgments in the Mitsui case were delivered 
yesterday (July, 1914), in the Tokyo District Court 
by Judge Tayama and two associate judges as 
follows : — 

Mr. lida, one year and six months, with sus- 
pension of judgment for three years. 

Mr. Yamamoto, one year and six months. 

Mr. Iwahara, two years. 

Mr. Matsuo, two years. 

Mr. Matsuno, three months, with suspension 
of judgment for three years. 

Mr. Kano, three months, with suspension of 
. judgment for three years. 

Mr. Hasegawa, four months, with suspension 
of judgment for three years. 

Appeals may be taken within five days. The 
sentenced Mitsui directors and others have not yet 


sent in their appeals, as they have to consult care- 
fully about the matter, but the lawyers, have said 
that their clients would undoubtedly hand in i-heir 
appeals. 

Reasons for Judgments. 

The reasons for the judgments given by the Court 
follow : — 

1. In 1910, the Imperial Navy decided to build 
a large armoured cruiser, afterwards called the 
Kongo, and gave the Armstrong Company and 
Vickers Company opportunity to bid for the same. 
There was sharp competition between the two .com- 
panies. As a result, in August of the same year, 
accused Giichi lida, Kenzo Iwahara, Jotaro 
Matsumoto, the directors of the Mitsui Bussan 
Kabushiki Kwaisha, and Tsurutaro Matsuo, the 
engineer and chief of the machinery bureau of 
the same company, consulted among themselves to 
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aibuse the name of directorship of the company, 
and issued checks thereby withdrawing the deposit 
of the company to use it as a bribe to a naval 
authority. Thus, they planned to get the said 
order for construction of the war vessel for the 
said Vickers. The accused Matsuo who had been 
in the service of the navy, requested Vice-Admiral 
Matsumoto, the then chief of the bureau of naval 
construction, to give the order to Vickers, and 
also told hini that he would be given a bribe. 
Later, the four accused, on 8th November, the 
same year, had a check for yen 5,000 made in 
the name of Haehirojiro Mitsui, the president and 
manager of the said company, as if it were issued 
properly, and had it cashed by deceiving the 
bank’s clerks, and sent the money to Vice-Admiral 
Matsumoto at his residence. Then on 17th of the 
same month, the Vickers Company received the 
order for the said cruiser from the Japanese Gov- 
ernment. The accused, as it was decided that the 
Mitsui company would get a commission of 
yen 1,158,730, continued their criminal intentions, 
and on 8th March, 1911, issued a check for yen 
15,000 in the name of Haehirojiro Mitsui and by 
the same method as before sent the money to 
Matsumo at his residence. On 30th December, 1911, 
two checks, each for yen 75,000, were likewise 
issued and one of them was sent to the branch 
of Yokohama Specie Bank and the other to the 
Mitsubishi Bank in Tokyo. Both the checks were 
deposited in the name of Tsurutaro Matsuo, by 
deceiving the bank clerks. Two pass books for 
these amounts had been sent to Matsumoto like- 
wise as bribes, which were accepted by the same. 


On 1st July, 1913, a check for yen 233,800 was 
issued in the name of Iwahara, the director, and 
was brought to t^e Mitsubishi Bank and had 
a pass book issued in the name of Matsuo and 
sent to Matsumoto as before. 

2. When the Siemens affair was made public 
through the trial of Richter in Germany, lida, 
Yamato and Mitsui, fearing that the judicial 
authorities might examine their books, changed 
the wordings in them for the aforesaid yen 15,000 
and yen 233,800 which had been entered as secret 
expenses. In this, Kano, the chief cashier of the 
company, co-operated, and wrote in the books 
that two sums were paid as temporary payments 
and made a pay slip for each with Iwahara’s seal, 
so that the payments appeared as loans to Matsuo. 

3. Accused Hasegawa, being acquainted with 
Matsumoto, agreed to destroy evidence against 
Matsumoto and had the titles for lots which 
Matsumoto had bought at various occasions in 
diffei-ent places transferred to himself. Also he 
made out various loan agreements and receipts 
for interest on the loans and had Matsumoto to 
sign and attach his seal thereto. Also he wrote 
a promissory note addressed to Matsuo and sent 
it to Matsuo. He gave the two bonds issued by 
Matsumoto which he had manufactured as stated 
before to Matsuo in return for the promissory 
note, thus attempting to destroy evidence of 
Matsumoto’s taking bribes. 

The foregoing are the facts of the case. Tho 
judgments then discuss the statutes quoting articles 
to suit the case, thereby meting out punishment to 
these accused persons as stated before. 


ANNEX XI 


AUSTRIA AND THE RE-ARMAMENT OF THE 
SERBIAN FIELD ARTILLERY, 1903-6. 
(Based on British Documents on the Origins of the 

War, 1898-1914. Vol. V, pages 148 to 163. 

Gooch and Temperley). 

In 1903 the Serbian Government decided to re-arm 
their field artillery. An Artillery Clommission was 
despatched to various countries and eight models 
were selected. In 1904 a demand was made in 
Serbia that there should be competitive trials of the 
guns in that country, and this demand was also 
pressed by the Governments of some of the countries 
interested. 

” III Serbia itself the demand was probably made 
from pure motives, but unfortunately it was taken 
up and utilised abroad, and this interference went 
so far that the Minister for Foreign Affairs was 
told that the omission to make such trials was an 
insult to Serbia.” 

The Serbian Government agreed to the trials on 
condition that they could be carried out within eight 
weeks. In spite of assurances from Austria-Hungary 
that the sample guns would be allowed to pass, they 
did not arrive, and the factories reported that the 
guns had been returned on the plea that they were 
insuflBciently packed. A new government that came 
into power in May, 1905, then decided that, in view 
of the impossibility of conducting the trials in 
Serbia, a Commission should be sent to the various 
factories. 

Shortly after this a new complication arose. In 
1906 Serbia and Austria were engaged in negotia- 
tions for a new commercial treaty, which was of 
considerable importance to both countriee. The 
Austrian Government insisted that the granting of 
a commercial treaty should be conditional on orders 


for a number of contracts, including at least part of 
tho new guns, being placed with Austrian firms. 
In July the provisional trade agreement between the 
two countries came to an end, and all efforts to 
bring about an understanding having failed, the 
general tariff- came into force in both countries. 

_ Meanwhile the Artillery Commission had returned, 
six members having pronounced in favour of Krupps 
in the first place and Schneider in the second, and 
four members of Schneider in the first place and 
Krupps in the second. 

“ According to the classification schedule 
Schneider’s model obtained the greatest number of 
‘ very good ’ marks. For this reason the govern- 
ment sent a second Commission to Schneider’s 
factory, and they requested the Minister of War 
to select for this second Commission officers who 
were perfectly reliable and correct. The latter 
reported, after examining the amended Schneider 
gun, that it was perfectly satisfactory.” 

It should be mentioned that the opposition in the 
Skupohtina hinted that the government had been 
induc^ by pecuniary considerations to choose 
Schneider’s guns, but these insinuations were 
repudiated by M. Passitch. One story was that 
M. Passitch had insisted on buying the guns from. 
Schneider because Bulgaria had done so in 1905, 
and it was important that the weapons of each 
country should be as nearly as possible the same, 
and the ammunition interchangeable to facilitate 
combined action in certain eventualities. 

Another point of interest is that in November, 
1906, precisely at the time when the Serbian 
Government had placed their orders for the new 
guns with the French firm of Messrs. Schneider, they 
concluded successfully the negotiations for a loan of 
95,000,000 franca with a French group. 


ANNEX XII 


THE STANDARD OF THE BRITISH CROWN 
SERVICES. 

Extract from the report of a board op enquiry 

APPOINTED BY THE PRIME MINISTER TO INVESTI- 
GATE CERTAIN STATEMENTS AFFECTING CIVIL 

SERVANTS (Cmd. 3037/1928). 


54. We think in conclusion that we shall not be 
travelling outside our terms of reference if, as three 
Civil Servants of some experience and jealous for the 


honour and traditions of the Service, we indicate 
what we conceive to be the principles which should 
regulate^ the conduct of Civil Servants — whether en- 
gaged in Home Departments or on diplomatic 
missions— in their relation to the public. 

55. His Majesty’s Civil Service, unlike other great 
professions, is not and cannot in the nature of things 
be an autonomous profession. In common with, the 
Royal Navy, the Army, and the Royal Air Force, 
it must always be subject to the, rules and ■ regula- 
tions laid down for its guidance by His Majesty’s 
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Government. This written code is, in the case oi' 
the Civil Service, to be found not only in the 
Statutes but also in Orders in Council, Treasury 
Circulars and other directions which may from time 
to time be promulgated; but over and above these 
the Civil Service, like every other profession, has 
its unwritten code of ethics and conduct for which 
the most effective sanction lies in the public opinion 
of the Service itself, and it is upon the rnain- 
tenance of a sound and healthy public opinion within 
the Service that its value and efficiency chiefly 
depend. 

56. The first duty of a Civil Servant is to give his 
undivided allegiance to the State at all times and 
on all occasions wlien the State has a claim upon 
his services. With his private activities the State 
is in general not concerned, so long as his conduct 
therein is not such as to bring discredit upon the 
Service of which he is a member. But to say that 
he is not to subordinate his duty to his private in- 
terests, nor to make use of his official position to 
further those interests, is to say no more than that 
he 'must behave with common honesty. The Service 
exacts from itself a higher standard, because it 
recognises that the State is entitled to demand that 
its servants shall not only be honest in fac*fc, but 
beyond the reach of suspicion of dishonesty. It was 
laid down by one of His Majesty’s Judges in a case 
some few years ago that it was not merely of some 
importance but of fundamental importance that in 
a Court of Law justice should not only be done, but 
should manifestly and undoubtedly be seen to be 
done; which we take to mean that public confidence 
in the administration of justice would be shaken if 
the least suspicion, however ill-founded, were 
allowed to arise that the course of legal proceedings 
could in any way be influenced by improper motives. 
We apply without hesitation an analogous rule to 
other branches of the public service. A Civil Ser- 
vant is not to subordinate his duty to his private 
interests ; but neither is he to put himself in a 
position where his duty and his interests conflict. 
He is not to make use of his official position to 
further those interests; but neither is he so to order 
his private affairs as to allow the suspicion to arise 
that a trust has been abused or a confidence be- 
trayed. These obligations are, we do not doubt, uni- 
versally recognised throughout the whole _ of the 
Service; if it were otherwise, its public credit would 
be diminished and its usefulness to the State im- 
paired. . . 

57. It follows that there are spheres of activity 
legitimately open to the ordinary citizen in which 
the Civil Servant can play no part, or only a limited 
part. He is not to indulge in political or party 
controversy, lest by so doing he should appear no 
longer the disinterested adviser of Ministers or able 
impartially to execute their policy. He is bound 


to mantain a proper reticence in discussing ^ public 
affairs and more particularly those with .which his 
own Department is concerned. And lastly, his posi- 
tion clearly imposes upon him restrictions in matters 
of commerce and business from which the ordinary 
citizen is free. 

58. Between the regular investment or manage- 
ment of a private fortune on the one hand, and 
speculative transactions in stocks, exchange or com- 
modities on the other, there are obviously numerous 
gradations, and it may often be difficult to draw 
the precise line of demarcation between what is 
lawful and what is prohibited; it may even be in- 
advisable to make the attempt, because many things, 
though lawful, may yet be inexpedient. But some 
transactions fall indubitably on one side of the line 
rather than upon the other. It might well be de- 
sirable for a Civil Servant in all circumstances to 
avoid transactions wholly speculative in character; but 
where he is employed in any Department to which, 
whether rightly or wrongly, the public attribute the 
power of obtaining special information, sudh as 
the future course of political or financial events 
likely to affect the rise and fall of markets, then 
we assert unhesitatingly that participation in such 
transactions is not only undesirable or inexpedient 
but wrong. The knowledge that Civil Servants so 
ernployed are engaged in them could not fail to 
shock public confidence at home, and, especially if 
matters of foreign exchange are involved, to produce 
a deplorable effect upon opinion abroad. 

59. "We content ourselves with laying down these 
general principles, which we do not seek to elaborate 
into any detailed code, if only for the reason that 
their application must necessarily vary according 
to the position, the Department and the work of the 
Civil Servant concerned. Practical rules for the 
guidance of social conduct depend also as much upon 
the instinct and perception of the individual as upon 
oasteiron formulas; and the surest guide will, we 
hope, always be found in the nice and jealous 
honour of Civil Servants themselves.^ The public 
expects from them a standard of_ integrity and 
conduct not only inflexible but fastidious, and has 
not been disappointed in the past._ "We are con- 
fident that we are expressing the view of the Ser- 
vice when we say that the public have a right to 
expect that standard, and that it is the duty of 
the Service to see that the expectation is fulfilled. 

We have, etc., 

(Signed) N. F. Wab.ren Fisher. 

Malcoum G. Ramsat. 

M. L. Gwybr. 

Treasury Chambers, 

Whitehall, S.W. 

25th February, 1928. 


ANNEX XIII 


BRITISH ARMAMENT FIRMS AND THE 
BOLIVIA-PARAGIJAY WAR. 
(Memorandum prepared in the Foreign Office.) 
The statement of evidence submitted by Mr. 
Fenner Brockway, on behalf of the Independent 
Labour Party, to the Royal Commission on the Pri- 
vate Manufacture of and Trade in Arms contained 
the following passage: — 

“ ^b) British armament firms have prolonged 
the war between Paraguay and Bolivia, despite the 
‘ outlaioing > of this war by the league of 
Nations, by supplying war material to both sides. 

According to the British Government s returns, 
2 130,550 rounds of ammunition were exported to 
Bolivia between January, 1932, and June= 
and 16,570,000 rounds to Paraguay. In addition 
ninety-nine machine guns and six tanks were 
exported from Britain to Bolivia. * ^ 

In connection with this statement attention may be 
drawn to the following facts; — 

1. Period covered by statement. 

The figures quoted apply only to a limited period 
which must be set in perspective against the his- 
torical background of the dispute. 


The first serious incidents arising out of the gradual 
advance of Paraguayan and Bolivian outposts into 
the disputed territory of the Chaco occurred in 
February and March, 1927, when a Paraguayan 
patrol was captured at the Bolivian outpost of 
Sorpresa. More serious incidents occurred in 
December, 1928, in the neighbourhood of Forts Van- 
guardia and Boqueron. The real outbreak of hostili- 
ties dates from June, 1932, when a Bolivian de- 
tachment occupied the Carlos Antonio Lopez Port 
after driving out the small Paraguayan garrison. 
From this time on hostilities continued intermit- 
tently, the original isolated incidents gradually de- 
generating into general acts of hostility on a con- 
siderable scale. War was formally declared (by 
Paraguay) on the 10th May, 1933, and continued, 
except for the armistice which was proclaimed 
(20th December, 1933 — 6th January, 1934) at the 
time of the visit of the League of Nations_ Com- 
mission to the scene of hostility, until the signing 
of a truce at Buenos Aires on the 12th June, 1935. 

It was accordingly only during the last two months 
of the period mentioned in the Independent Labour 
Party statement that the two countries were for- 
mallv at war. 


• Minutes of Evidence 6bh Day, Appendix, p. 166. 
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2. Position of armament firms. 

Under the Arms Export Prohibition Order, 1931, 
armament firms in the United Kingdom are de- 
barred from exporting arms except under licence. 
That being so, no responsibility can be attached to 
them. The responsibility (if any) for allowing ex- 
port to take place must rest with His Majesty’s 
Government, who issue the export licences. 

3. Action taken by His Majesty’s Government. 

His Majesty’s Government have shown their sense 
of this responsibility in the initiative which they 
have taken with a view to securing the general en- 
forcement of an embargo on the supply of arms 
and war materials to Bolivia and Paraguay. The 
first suggestion as to the desirability of such an 
embargo was made on the 25th November, 1932, 
when at a meeting of the Council of the League of 
Nations it was pointed out that both belligerents 
were entirely dependent on foreign sources for their 
supply of arms. Though no actual request for 
action was made by the League the matter was at 
once taken up by His Majesty’s Government in the 
United Kingdom, who entered into discussions with 
the United States Government and subsequently 
with the French and Italian Governments. On the 
25th February, 1933, His Majesty’s Government 
addressed to the Secretary General of the League 
a memorandum, indicating that the Governments of 
France and the United Kingdom were agreed in 
requesting that the Council should study the 
measures which, in application of Article XI of 
the Covenant, might be proposed with a view to 
preventing the supply of arms and war material 
to Bolivia and Paraguay. All the members of the 
Council accepted this proposal in principle, subject 
to certain conditions, and it was agreed that aircraft 
and aircraft motors should be included in the cate- 
gories to be prohibited. It was found, however, 
that there were various practical difficulties in the 
way of bringing about the general enforcement of 
the prohibition and further efforts to achieve this end 
were eventually suspended, in view of the agree- 
ment of the belligerents (obtained on the 3rd July, 
1933) to the despatch of a League Commission to 
the Chaco to investigate the dispute on the spot 
and to endeavour to effect a settlement. 

The Commission’s efforts proved unsuccessful, and 
it was obliged to return to Europe. On the 11th 
May, 1934, it submitted to the Council its report 
and recommendations. In this document attention 
was again drawn to the fact that both belligerents 
were dependent upon supplies from abroad. His 
Majesty’s Government again took the initiative, and 
at a meeting of the Council on the 17th May, 1934, 
the United Kingdom representative urged that the 
arms embargo proposal, made by His Majesty’s 
Government in the previous year, should be taken 
up again at once. His Majesty’s Government had, 
meanwhile, decided early in May to issue no further 
licences for the export of war materials to the 
belligerent countries; they accordingly issued no 
licences for such exports after the 9th May, though 
the export of a few consignments sanctioned by 
licences granted prior to that date was allowed. On 
the invitation of the President of the League Com- 
mittee of Three, thirty-four states expressed their 
readiness to accept the embargo proposal in principle. 
His Majesty’s Government made every possible effort, 
by representation at the capitals concerned, to 
accelerate the coming into force of the embargo; but 
it was not until the 29th September, 1934, that the 
actual enforcement of the embargo by all the 
European arms producing countries was obtained. 
The United States Government had for their part 
imposed an embargo on sales of war material to the 
belligerents on the 28th May. The Japanese Govern- 
ment, whose co-operation had also been sought, felt 
unable to participate in any political activity of 
the League, but explained that Japan had in fact 
never exported arms intended for Bolivia or Para- 
guay. Two or three of the South American countries 
approached by the League have never actually put 


into practice the necessary measures for the enforce- 
ment of the embargo. None of these countries, 
however, manufacture arms. Endeavours to per- 
suade the governments of the countries adjacent to 
the belligerents to extend the embargo to cover 
transit as well as thq supply of arms have met with 
no success. 

His Majesty’s Government continued to enforce 
the embargo against both countries until the 6th 
February, 1935, when it was decided on the recom- 
mendation of the Advisory Committee (please see 
Section 4) to raise it in so far as Bolivia was con- 
cerned. The embargo against Paraguay remained 
in force until the 10th July, when it was suspended 
as a result of a recommendation by the President 
of the Advisory Committee that in view of the signa- 
ture at Buenos Aires on the 12th June of an armistice 
between the belligerents and the subsequent con- 
vocation of a Peace Conference ail measures of dis- 
crimination between the two Powers should be dis- 
continued. 

4. The attitude of the League of Nations. 

The attention of the League was first drawn to the 
Chaco dispute by the incidents of December, 1928, 
though no appeal to the League was made by either 
belligerent until May, 1934. Ever since the former 
date it has however given its constant attention to 
this dispute, at first in a purely supervisory capacity 
under Article IV, paragraph 4, of the Covenant. On 
the 6th March, 1933, the dispute was placed on the 
Agenda of the Council, under Article XI, by the Com- 
mittee of Three (which had been set up on the 23rd 
September, 1932, to follow it). Finally, after the 
Bolivian Government’s appeal to the League on the 
31st May, 1934, the dispute was dealt with under 
Article XV. On the 24th November, 1934, the 
Assembly adopted a report under paragraph 4 of 
Article XV in which it was stated, inter alia, that 
“ for several mouths, hostilities continued without 
either of the parties appealing to the League of 
Nations either under Article XI or under Article 
XV. The Assembly is therefore bound to record that 
neither of the parties has fulfilled its undertakings 
under Article XII of the Covenant.” Moreover, 
Part 5 of the report contained the following 
passage: — 

The Assembly, having regard to the exceptional 
circumstances of the present case, and without in 
any way creating a precedent, approves, as one of 
the measures to attain and maintain the cessation 
of hostilities, the prohibition of supply of arms 
and war material to Bolivia and Paraguay.” 
Finally an Advisory Committee was set up under the 
terms of the report “ to follow the situation, more 
especially as regards the execution of the Assembly’s 
recommendations for the settlement of the dispute, 
and to assist the members of the League to concert 
their action and their attitude among themselves and 
with non-member States, more particularly as regards 
the most effective application, modification, or with- 
drawal of the prohibition of the supply of arms 
referred to in Part 5, and to make any proposals it 
may think desirable in this connection.” Acting 
under the terms of its mandate this Committee has 
met from time to time to report on the course of 
the dispute and to make recommendations as to the 
action to be taken by the members of the League. 

5. Conclusion. 

It will be seen from the above that it is unfair to 
place any responsibility for the prolonging of the 
war between Bolivia and Pai’aguay upon British 
armament firms. Such arms as they exported to the 
belligerents were exported under licences obtained 
from His Majesty’s Government. The latter, more- 
over, far from encouraging the export of arms, were 
the first to suggest an embargo and actually imposed 
it themselves without awaiting similar action by 
other governments. In so far as the war was “ out^ 
lawed ” by the League of Nations, such action (in 
the form of approving the embargo) was taken some 
considerable time after His Majesty’s Government 
had already imposed an embargo and when the 
supply of British arms to the belligerents had already 
ceased. 

August, 1935. 
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APPENDIX B 


NEUTRALITY. 


Convention 

Convention Concerning the Rights of 
Article 6. 

La remise a quelque titre que ce soit, faite 
directement ou indirectement par ime Puissance 
oeutre a une Puissance belligerante, de vaisseaux 
de guerre, de munitions, ou d’un materiel de guerre 
quelconque, est interdite. 


No. XIII. 

Neutral Powers in Maritime War. 

Article 7 . 

Une Puissance neutre n’est pas tenue d’empeclier 
I’exportation ou le transit, pour le conipte de Pun 
oil de Pautre des belligerants, d’armes, de munitions, 
et, en general, de tout ee qui peut etre utile a 
une armee ou a une flotte. 
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Soc. of Brit. Aircraft Constructois (17) p. 515 
(XIII); McLean (17) Q. 3845-6. 

Life of machine, Dowding (21) Q. 4806-8. 

Markets and distribution of sales, Union of Demo- 
cratic Control (8) App. p. 195. 

Mass production, extent of possibility, Mayo (HA) 
pp. 19, 21. 

Military and naval aircraft ; 

Abolition : 

by International Agreement, suggestion, 
Arnold-Foster (2) Q. 491. 

Long range passenger machine would be a 
potential danger, Fairey (17) Q._ 3657-62. 
Conversion of civil aircraft int-o military, aud 
differentiation between, see under Civil and 
commercial above. 

Private manufacture ; 

Abolition suggestion, Noel Baker (10) Q. 
1458-60. 

Danger of, Arnold-Forster (2) p. 50. 

National Physical Laboratory : 

Payment to, Fairey (17) Q. 3685-8, 3690; Page 
(17) Q. 3688. 

Value of. Page (17) Q. 3679-80. 

Nationalisation : 

Advantageous, but not essential to purpose of 
Commission, Noel Baker (10) Q. 1459-60. 
Advocated, Addison (6) Q. 980-3; Jowitt (7) p. 
146; Union of Democratic Control (8) App. 
pp. 212-214; Wood (8) Q. 1079, 1125-6; Marley 
(8) Q. 1152-4, 120^12. 

Advocated if National Armaments Board estab- 
lished, Carnegie (1) Q. 310-5. 

Arguments against : 

see also Arguments for retention of under 
Private enterprise below. 

Commercial aviation would suffer, Mayo (HA) 
p. 21. 

Failure of State design and control, Mayo 
(HA) pp. 19, 21; Soc. of BHt. Aircraft 
Constructors (17) p. 516 (XV). 
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Aircraft and aircraft industry — cont. 

Nationalisation — cont. 

Arguments against — cont. 

In^ossibility during present expansion of Air 
Force, Bankey (20) p. 588. 

Inefficiency and stagnation, Geddes Qli) 
Q. 175; Page (17) Q. 3730-4. 
m Peace time, Bankey (20) App. p. 610 (20). 
Personnel, right type not attracted Fairev 
(17) Q. 3665-6. ’ 

Arguments for : 

see also Arguments against retention of, under 
Private enterprise below. 

Co-ordination of production in time of war 
Boel Baker (10) App. p. 286 (132). 

Design and experimental work, centralisation 
Wood (7) Q. 1096. 

P-eply to, Mayo (llA) pp. 20-1. 
from Financial aspect. Union of Democratic 
Control (8) App. p. 213. 

Research and development, Union of Demo- 
cratic Control (8) p. 214, App. p. 214. 
Secrecy can be better maintained. Wood (7') 
1079. ' 

Reply to, Fairey (17) Q. 3827-30, 3832- 
McLean (17) Q. 3830-2. 

Attitude of firms in event of, in emergency 
McLean (17) Q. 3794. 

Cost of, Air Ministry (21) pp. 666-7. 

Drawing office staffs and designing of machines, 
competition between several state factories 
Wood (8) Q. 1125-9. 

Criticism of suggestion, Dowding (21) Q. 793-5. 
Effect on export trade, Fairey (17) Q. 3721. 
any Exports would be by government who would 
become traders. Wood (7) Q. 1089-90. 
possible Forms of. Air Ministry (21) pp. 666-7. 
Impracticability of partial nationalisation 
Admiralty, War Office, Air Ministry (21) 
pp. 658-9 (5). 

Inventions Exploitation Board, suggestion, 
Union of Democratic Control (7) p. 213. 
Military and civil, separation : 

Possibility question. Union of Democratic 
Control (7) pp. 212, 214; McLean (17) 

Q. 3848, 3851-2; Fairey (17) Q. 3848-50. 
Suggestion, Bills, Loder (2) Q. 427; Wood 
(7) Q. 1079. 

Comments on, Geddes (llA) Q. 175; Soc. of 
Brit. Aircraft Constructors (17) p 516 
(Xni). 

not Necessary as regards invention and design, 
McLean (17) Q. 3755. 

Point of application, Arnold-Forster (2) Q. 491; 
Addison (4) Q. 584; Noel Baker (10) App’ 
pp. 290 (157) (158), 291 (163), 292-3 (167-169). 
Practicability, Union of Democratic Control (8) 
App. pp. 212-4. 

Reduction in number of factories would be pos- 
sible, Wood (7) Q. 1096. 

Taking over of factories by State, suggestion, 
Carnegie (1) Q. 310-8; Noel Baker (10) App. 
p. 297 (184). 

Obsolete aircraft, disposal of, Air Ministzw policy, 
Dowding (21) Q. 4784-9 

Organisation, etc., Jowitt (7) pp. 142, 146, 147; 
Union of Democratic Control (8) App. pp 192-6 • 
Noel Baker (10) App. p. 269 (47); .S'oc. of Brit. 
Aircraft Constructors (17) pp 508-12; McLean 
(17) Q. 3845. 

Patents : 

Practice re ownership, etc., Union of Democratic 
Control (8) App. pp. 194, 213, 214. 

Sales to foreign countries, Page (17) Q. 3693-701 • 
Fairey (17) Q. 3698. ' 

Prices, control of, arrangements for, in connec- 
ton^with expansion programme, McLean (17) 

Q. 3/87-9. 


Aircraft and aircraft industry— cont. 

Private enterprise : 

general Allegations against, without foundation 
^II) Aircraft Constructors (17) p. 508 

Arguments against retention : 
see also Arguments for under Nationalisation 
above. 

Collusive tendering, and combination re 
prices, danger of, Arnold Forster (2) p 50 
Noel Baker (10) p. 269 (47). ’ 

Denial of, McLean (13, 14) Q. 2255; (17) 
Q. 3751; Fairey (17) Q. 3744-5. 
Uneconomical production. Wood (7) Q 1079 
Costs, Joxcitt (7) Q. 1109; Wood (7) Q. 1079; 

Union of Democratic Control (7, 8) p *>13’ 
Failure of; Marley (8) Q. 1153, Q. 1208-9. ~ 
Propaganda etc. against air disarmament, 
Noel Baker (10) pp. 232-6, Q. 1415, 1487-92 
App. pp. 260-3. 

Reply to, Soc. of Brit. Aircraft Constructors 
(17) pp. 616, 517; Fairey (17) Q. 3819- 
McLean (17) Q. 3820; Noel Baker (10) n’ 
261-3. ^ ■ 

Arguments for retention : 
see also Arguments against under Nationalisa- 
tion above. 

Commercial competition. Mayo (llA) nn 19 

90 n IQQ V / It'- j 


Efficiency, Fairey (17) Q. 3722-7. 

Expansion, Mayo (llA) p. 21. 

Modifications, etc., quick decisions. Pane (17) 
3742-3. J 


Research, design and invention, Geddes (llA) 
Q. 175; Mayo (llA) pp. 19-20, p. 21, Q. 188, 
248-250; Bankey (20) pp. 589, 590, Q. 4373, 
4439, App. p. 612; Air Ministry (21) 
■ p. 674 (/); Dowding (21) Q. 4790-808. 
effective Central control of supplies in time 
of emergency possible, Mayo (llA) p. 21. 
Retention, importance of, Soc. of Brit. Aircraft 
Constructors (17) p. 511 (VIII); McLean (17) 
Q. 3610; Bankey (20) App. p. 633 (47) 
Q. 4415-6. ^ 

Profits, increase during Disarmament Conference, 
Union of Democratic Control (8) App. p. 168. 
Raw materials, no control over, McLean (17) 
Q. 3757-8. ^ 

Raw materials, components and accessories. Union 
of Democratic Control (8) App. p. 193-4. 
Relations with Air Ministry, Mr. T. 0. M. Sop- 
with quoted. League of Nations Union (1) App 
p. 31. 


Research, design and technical development : 

Union of Democratic Control (8) App. pp. 194, 
213; Noel Baker (10) App. p, 276-7 (94-95); 
Society of British Aircraft Constructors (17) 
pp. 513-5; Page (17) Q. 3667-70, 3836-8; Air 
Ministry (21) p. 674. 

CoIIaiboration question, McLean (17) Q. 3833-6; 
Fairey (17) Q. 3836, 3837; Page (17) Q. 3837, 
3838. 

Competition in design, importance and value of, 
Mayo (llA) pp. 18, 19, 20, Q. 188, 

248-9; Bankey (20) p. 689, Q. 4439, App. 
p. 612 (35). 

Fundamental research, Mayo (llA) pu 20 21 
Q. 219-24. ’ 

no Government department undertaking design, 
Mfiyo (llA) Q. 230-1. 

Hampering of, under present system, Jowitt (7) 
pp. 142, 146, 147 ; Union of Democratic 

Control (8) App. pp. 212-3. 

Information, position as to reciprocity with 
foreign countries. Page (17) Q. 3704-10. 

Organisation, suggestions, Jowitt (7) pp. 146-7; 
Union of Democratic Control (8) App pp. 
212-3,214. 

Position re, Lloyd George (18) Q. 3910-1. 

Pre-war and encouragement by Admiralty, Soc. 
of Brit. Aircraft Constructors (17), p. 508: 
Fairey (17) Q. 3671-6. 

by Private firms, encouragement desirable Mayo 
(HA) pp. 20, 21, Q. 225-6. 
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Aircraft and aircraft industry — cont. 

Research, design and technical development— cont. 
Sources of information, etc., and question as to 
benefit from State, Page (17) Q. 3679-90; 
Fairey (17) Q. 3685-8, 3690 
Standardisation question, McLean (1/) y. oioo- 
9; Page (17) Q. 3739 _ 

State control, arguniente against, Mayo 
Q. 250-1, 281. ^ 

Value of private industry, G-eddes 

Q. 176; Mayo (llA) pp. 19-20, 21, Q. 18B, 
248-50; Eankey (20) p. 590, Q. 4373, App. 
p. 612 (39); Air Ministry (21) p. 674 (/); 
JJowding (21) Q. 4790-808. 

Royal Aircraft Establishment, research work at, 
Mayo (11 A) Q. 264-70; Soc. of Frit. Aircraft 
Constructors (17) pp. 513-4 (XI) ; Page (17) 


Anti-aircraft defences, competition with foreign firms, 
value of, Vickers (13, 14) p. 373. 

Anti-aircraft guns: 

of British Government, Lawrence (13, 14) y. lyoo. 

Development by Vickers, Limited, and demand from 
abroad for, Lawrence (13, 14) p. 347, Q. 1943, 
1947, 1967-8; Tapp (13) Q. 1861, 1863; Craven 
(13, 14) Q. 1862-3; (13) App. 12 (p. 419). 

International competition among manufacturei-s, 
Lawrence (13, 14) Q. 2118-9; Yapp (13, 14) 
Q. 2120. 

Armament firms: 

see also Armament industry and Private manu- 
facture. re 

Advertisements abroad, misleading effects as to paci- 
fist intentions of British Government, Jowitt (7) 


Q. 3681. 

Royal Aircraft Factory: , mao 

BE machine designed at, U oort (8) y. iid.i-4. 
Criticism of, Soc. of Brit. Aircraft Consti-uctors 
(17) p. 511 (VII). 

Bailhache Committee, IFood (8) Q. 1121-4, 1132; 
Soc. of Brit. Aircraft Constructors (17) p. 510 
(20) p. 636. 

Burbidge Committee, Soc. of Brit. Aircraft Con- 
structors (17) p. 510. 

Design work, cessation of, Wood (7) Q. 1078, 1079, 
1105, (8) Q. 1121-4; Mayo (llA) Q. 182-6, 246; 
Soc. of Brit. Aircraft Constructors (17) p. 511 
(VI). 

Discontinuance of construction and carrying on 
of research, etc., Bowding (21) Q. 4791-2. 
Failure of system of State design, Soc. of Brit. 

Aircraft Consti-uctors (17) p. 509. 

Types produced by, and question of comparison 
with those produced by private firms. Wood 
(7) Q. 1103-8, (8) Q. 1131-4. 

Work of, before the War, (20) App. p. 635. 
Seadromes. McLean (17) Q. 3858-60; Fairey (17) 


0. 3860. 

Secrecv protection of interests of the state, Mayo 
(llA) p 21, Q. 186-96, 221-2, 237-42; Fairey. 
McLean (17) Q. 3827-32. 

Shares, increase in value, League of Nations Union 
(1) App. p. 30; Hunter (3) App. p. 77; Vnion of 
Bemocratic Control (8) App. p. 170; Mayo (llA) 
Q. 253-5. , 

Skilled labour supply, difficulty, Mayo (llA) 
Q. 262-3. 

Standardisation, question of, Mayo (llA) p. 19; 

Bowding (21) Q. 4801. , -n ■* 

State assistance and supervision, Soc. of JJnt. 
Aircraft Constructors (17) p. 513 (X); Wood (7) 

Q- 1078. 

Reply to statements. Soc. of Brit. Aircraft Con- 
structors (17) p. 512 (X). 

State control and limitation of profits, suggestion, 
Jowitt (7) p. 147. ^ 

Subsidiaries abroad, Fairey, Page (17) Q. 3854-/. 
Supply during War : 

Competition between Admiralty and War Office 
and Air Board, Soc. of Brit. Aircraft Con- 
structors (17) pp. 510, 511 (VIII). 

Position and argument for centralised direction. 
Addison (6) Q. 935-9, App. pp. 116 (52-54). 
135-6. 

Reply to, Soc. of Brit. Aircraft Constructors 
(17) p. 511 (VII). . 

Tributes to work of industry by Lord Weir and 
Sir Arthur Duckham, Soc. of Brit. Aircraft 
Constructors (17) pp. 508, 511 (VIII). 

Tribute to, Geddes (llA) Q. 175. 

Variety of types of machines, Mayo (llA) p. 19; 
Fairey (17) Q. 3785-6. 

post-War, position and evolution, Soc. of Brit. Air- 
craft Constructors (17) pp. 511-13 (IX) ; McLean 
(17) Q. 3606-8. 

pre-War, position and success of private 
Soc. of Brit. Aircraft Constructors (17) pp. 508-10; 
Fairey (17) Q. 3671-6. 


Allen, Mr. C. V., see Society of British Aircraft 
Constructors, Ltd. 


p. 141. 

Agents abroad : 

see also under particular firms. 

Assistance by diplomatic missions, Noel Baker 
(10) Q. 1408-10, App. pp. 260 (10), 295 (176). 
Assistance of War Office in selection, correspond- 
ence and Questions in Parliament, Union of 
Bemocratic Control (8) App. pp. 200-1. 

Military and naval missions acting almost as, 
Noel Baker (10) App. p. 260. 

Agreements with foreign firms, Fenner Brockway 
(5) Q. 845, App. p. 158; Addison (6) Q. 933-4; 
Yapp (13, 14) Q. 2560-4. 

Banking etc. concerns, connection with, Cecil (1) 
p 3- Pollitt (3) Q. 538-40; Fenner Brockway 
(5) Q. 845, App. pp. 157, 157-8; Union of Bemo- 
cratic Control (7, 8) App. pp. 179-80. 

British concerns with establishments abroad for pro- 
duction of war materials, Fenner Brockway (5) 
Q. 845, App. p. 158. . , ^ • 

normal Business practices of other industrms 
followed by, but differences in nature of in- 
dustries, Fenner Brockway (5) Q. 845, App. 

Competition between, Newbold (5) p. 138, Q. 792- 
800; Noel Baker (10) ix 237, App. 268-70; Law- 
rence (13, 14) Q. 2037-8. 

Competition for government orders, question as 
to, d'Eyncourt (2) Q. 408-9. 

Contact between service experts and, inspection of 
premises, etc., Townsend (21) Q. 4503. 

Control, nature of, Pollitt (3) Q- 537-41. App. pp. 

72-3. 76. ^ _ 

Defence Services, relations with, see Defence Ser- 




Definition difficulty, Hankey (20) p. 586, App. 
pp. 608 (7), 621. 

Directorates, interlocking. Union of Bemocratic 
Control (8) App. p. 169, Figure 1 (following 
p. 214); Noel Baker (10) App. p. 268 (45). 

Directors’ fees. Union of Bemocratic Control (8) 
App. p. 169. 

Economic and political influence of, Hunter (3) 
Q. 560. 

Government officials and, see Government officials. 

Improper influencing of policy of H.M. Government 
or foreign governments in matter of armaments, 
duriniy last ten years, denial by Mr. Ramsay 
MacDonald, Hankey (22) p. 689, Q. 4929-33, App. 
p. 718 (20). 

Inter-connections of, in heavy armaments in- 
dustry, Jowitt (7) p. 14_2-3; Union of Bemocratic 
Control (8) App. p. 175-81. 

International connections, Cecil (1) p. 3, pp. 31-2, 
Q. 50; League of Nations Union (1) App. 31-2; 
Pollitt (3) Q. 535; Fenner Brockway (5) Q. 845, 
App. pp. 157-8; Jowitt (7) pp. 143-4; Union of 
Bemocratic Control (8) pp. 175-80, 181, 

App pp. 196-8, Figure 4 (following p. 214) ; 
Noel Baker (10) p. 237, App. p. 270 (50). 

close International co-operation between, deter- 
mined by public policy, Newbold (5) Q. 801-4. 

Operations, collaboration with government and 
state apparatus, Pollitt (3) Q. 534, App. p. 72. 
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Armament firms — cont. 

Power to influence governments, Cecil (1) p. 5; 

Hunter (3) App. pp. 77-8, p. 78. 

Pre-war position of, Bacon (11) Q. 1499-500. 
Present position of, and possibility of advantageous 
agreement with, Davies (4) pp. 94-5 (19) 
(21), Q. 721-5. 
and the Press, see Press. 

Pressure for orders from, tendency to reduce effi- 
ciency of State arsenals since the war, Addisori 

(6) Q. 989. 

not at present Primarily engaged in manufacture 
of arms, Newbold (5) Q. 769. 

Proflts : 

Control of : 

Attitude re, McGotcan (15) pp. 445, 446, 
Q. 2585-6. 

Position as to, Hanhey (20) Q. 4444-53, 4467. 
from Export trade as result of .wars and war 
preparations, Hunter (3) App. pp. 77, 78. 
Increase during Disarmament Conference, Union 
of Democratic Control (8) App. p. 168. 
Manipulation of, Union of Democratic Control 
(8) App. pp. 168-9. 

National Government programme will lead to in- 
crease in, Union of Democratic Control (8) App. 

p. 168. 

Ramifications and connections with other 
industries, Fenner Brockvxiy (5) Q. 845, App. 
p. 156; Noel Baker (10) Q. 1392, App. p. 268 
(45). 

Relations with British Government, Cecil (1) p. 5; 
Arnold-Forster (2) p. 47 ; Pollitt (3) Q. 534, 552, 
App. p. 72. 

Rivalry, case of Sir E. J. Reid submitting com- 
peting designs by Vickers and Ai’mstrong Whit- 
worths to Chilean Government, Newbold (5) 
p. 138. 

no Information re, Craven (13, 14) Q. ^71, 
2273-4. 

Shareholders, Lloyd George (18) p. 534, Q. 3912, 
4007. 

entire Capital owning section of community re- 
presented, Union of Democratic Control (8) 
App. pp. 167-8. 

Limitation to British subjects might be desirable, 
but danger from foreign shareholdings exag- 
gerated, Lawrence (13, 14) Q. 2183-4. 

Ministers of the Crown and Members of Parlia- 
ment, Arnold-Forster (2) pp. 47-8. 

Persons in responsible position in public life. 
Hunter (3) App. p. 78. 

Shares : 

Increase in value wherever tension in inter- 
national affairs, Cecil (1) p. 4. Q. 132, 
Q. 161-3; League of Nations Union (1) App. 
pp. 29-31; Lloyd George (18) p. 534, Q. 3983. 
Rise in price between Christmas, 1934, and May 
17, 1935, Pollitt (3) Q. 542, App. p. 76. 
Trafficking in, prevention of, would be valuable, 
Lloyd George (18) Q. 4007. 

Subsidy to, for retention of reserve assets, War 
Office (21) pp. 668-9 (5) (7). 

Supply of war materials to aggressor countries, 
Cecil (1) Q. 145-8; Fenner Brockway (5) Q. 845, 
App. p. 157. 

Vested interests: 

Importance and influence of, Cecil (1) pp. 2-3; 

Noel Baker (10) App. pp. 260-3. 
Investigation advocated. Union of Democratic 
Control (8) App. p. 167. 

Armament industry: 

see also Armament firms and Private manufacture. 
Competitive tender, extent of value, Geddes (llA) 
p. 1, Q. 8. 

Conscription of, by Government in event of war, 
but not control, suggestion, McGowan (15) p. 446, 
Q. 2712-7, 2726, 2727, 2731-3, (16) Q. 3027-9; 
Rogers (15) Q. 2717-26. 

Contacts of one group of capitalists in, with others 
at home and abroad, Newbold (5) p. 139, Q. 827. 


Armament industry — cont. 

Expansion capacity, and need for enlisting general 
manufacturing capacity of the country, Hender- 
son (21) Q. 4646-51. 

Expansion in war time, requirements for, Vickers 
(13, 14) p. 371. 

as Factor in national defence, Noel Baker (10) Q. 

1364-5, App. p. 296 (179). 

Factories, etc., geographical distribution question, 
Nciobold (5) pp. 140-1, Q. 775; McGoivan (16) 
Q. 3013. 

Financial aspects, Union of Democratic Control (8) 
App. pp. 168-70. 

Reply to evidence, E.S.C. (13, 14) App. p. 413. 
Financial inspection and control, suggestion, Jowitt 

(7) p. 147; Union of DcmocraUc Control (8) App. 
p. 214. 

Government control of supply necessary in time of 
war, Hankey (22) Q. 5000, 5015. 

Heavy armaments industry : 

Inefficiency of organisation and lay-out, J owitt 
(7), pp. 142, 144-5. 

Nationalisation, see that title. 

Particulars as to, number of firms engaged in, 
etc., Jowitt (7) pp. 142-4; Union of Democratic 
Control (8) App. pp. 175-81. 

Reply to evidence of Union of Democratic Con- 
trol, E.S.C. (13, 14) App. 10 (pp. 414-5). 
Implications of international banking in connec- 
tion with, investigation by Royal Commission, 
suggestion, Union of Democratic Control (8) App. 
p. 170. 

Labour : 

Attitude of, Fenner Brockway (5) Q. 886. 
Interchange between armament and commercial 
work, possibility, Craven (13, 14) Q. 2421-2, 
2512-5, 2517. 

Shortage of skilled labour, no foundation for 
suggestion, Addison (6) Q. 1020-6. 

Machinery, conversion to industrial purposes, and 
vice versa, question of possibilitj’. Craven (13, 14) 
Q. 2098-100.. 

Machines, technical improvement in, since 1914, 
Newbold (5) Q. 830-1. 

Mass production : 

Competitive tender an anachronism, Geddes 
(llA) p. 1, Q. 8. 

Effect on costs, Geddes (llA) p. 2, Q. 12, 16-24, 
Apps. pp. 28, 29. 

Instruction sheets, system, Geddes, (llA) Q. 99- 
115, App. p. 30. 

Possibilities of, Geddes dlA) Q. 26-8, 78-80, 
164-6. 

Provision for, by ordnance factories and 
collaboration with private firms, Elies (21') 
Q. 4493; Townsend (21) Q. 4494-514. 

Training of labour, system, Geddes (HA) Q. 
115-34. 

Monopoly or cartellisation, tendency towards, in 
most countries, Noel Baker (10) Q. 1392, App. 
p. 268 (44). 

Nominees, system of, Union of Democratic Control 

(8) App. p. 169. 

Overhead charges, Bacon (11) Q. 1500, 1544-9. 
Planning of organisation for production in time of 
war a matter for Supply Board, Admiralty, 
War Office, Air Ministry (21) p. 660 (3); Elies 
21 Q. 4472-3. 

Prices, control, Geddes (llA) p. 1, Q. 62-4; Craven 
(13, 14) Q. 2264. 

progressively less Profitable to capital and more so to 
labour, Newbold (5) p. 139, Q. 738. 

Raw materials, see that title. 

Reorganisation, need foi’, and proposals, Newbold 
(5) pp. 140-1, Q. 732-8, 773-6. 

Retention of certain amount of plant in working 
order, and nucleus of skilled workers, importance 
of, and value of orders in time of peace, Hankey 
(20) Q. 4241-56, App. p. 609 (10). 

Special nature of, Union of Democratic Control 
(8) App. pp. 167-8. 
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Armament industry — cont. 

State control in peace time, proposals, see that 
title. 

Transfer of skill from mechanic to machine, New- 
bold (5) p. 139, Q. 738. 

Armament steel, see under Iron and steel industry. 
Armaments: 

as Check on war, Bacon (11) Q. 1508-9, 1671-6. 
Combination of Service Departments for control 
would be approved, von Donop (9) Q. 1261-4. 
Competition as cause of late war, Lord Grey re- 
ferred to, Noel Baker (10) p. 230, Q. 1426-7, 
App. p. 260 (11). 

Competition between government departments, 
prevention desirable, but Contracts Co-ordinating 
Committee would meet the case, von Donop (9) 
Q. 1240-1. 

Contracts procedure. Admiralty. TFar Office, Air 
Ministry (21) pp. 673-4, 681-2; Hankey (22) 
App. p. 727. 

increased Cost, not likely to discourage warlike 
aims, Fenner Brockway (5) Q. 858-61. 

Definition : 

American proposal, Courtney (1) Q. 176. 
in British “ Arms Prohibition Order ” of 1931 
and International Convention on the Arms 
Traffic, Noel Baker (10) App. p. 290 (155). 
Categories in American di’aft articles as pro- 
visionally amended by U.K. Delegation, Skrine 
Stevenson (19) App. p. 578. 

Categories in International Convention of 1925, 
Hankey (20) App. pp. 622-3. 

Difficidty, reply to, Arnold-Forster (2) p. 54; 

Noel Baker (10) p. 238-9, App. pp. 290^3. 
German law on war material, July, 1927, Noel 
Baker (10) App. pp. 292, 306-8. 

Inter-Allied Note to Germany, 1925, Noel Baker 
(10) App. pp. 305-6. 

Misunderstanding as to meaning of term, 
Lawrence (13, 14) pp. 347, 348. 

Question of. Cecil (1) Q. 5; Davies (4) Q. 712-6; 
Geddes (llA) Q. 89; Lawrence (13, 14) p. 348; 
Llewellyn (18) p. 549; Hankey (20) p. 586, 
Q. 4433-8, App. pp. 607-8. 

Suggestion, Noel Baker (10) p. 239, App. pp. 
290-3; Llewellyn (18) p. 549. 

Disarmament, see that title. 

Fear the primary cause of. Hills, Loder (2) j). 39. 
International competition, acceleration by high effi- 
ciency and inventiveness, but unavoidability of, 
d’E'ijncourt (2) Q. 373-98. 

International limitation : 

Independent Labour Party would support, 
Femier Brockway (5) Q. 877. 

Need for state monopoly might result from. Noel 
Baker (10) Q. 1446-7. 

Limitation, need for general scheme, Cecil (1) 
Q. 6-12. 

Pacifism not assisted by inferior armaments and 
nationalisation advocated on strategic and 
economic grounds, Newbold (5) pp. 140-1, Q. 737, 
767-8, 817. 

Policy, International anarchy or organised disarma- 
ment and peace, Noel Baker (10) p. 237, Q. 1381-7, 
App. p. 264. 

Purpose of, Davies (4) pp. 91 (4), 94 (16), 95 (23) 
Q. 684; Noel Baker (10) Q. 1360, App. p. 264 (22). 
Sources of supply in future, Hankey (20) p. 593, 
App. pp. 616-7, 621-2. 

Supply, co-operation between private linns and 
government manufacture, importance of. Hankey 

(20) Q. 4336, 4468-70, (22) Q. 5001-5. 

Surplus stores, disposal of. by Service Depart- 
ments. Admiralty (21) 'p. 673 (11); Bovenschen 

(21) Q. 4749-80. 

World, increase, League of Nations Union (1) 
App. pp. 29-31. 


Armaments supply during the War: 

Acceptance of orders by firms without due regard to 
manufacturing capacity, Addison (4) Q. 600, 640, 
(6) Q. 1014-7, App. pp. 109-10, (6) 117 (65-68), 
119 (A). 

Construction of new factories, advantage of govern- 
ment as against private firms, Noel Baker (10) 
p. 240, App. pp. 287-8 (138-142). 

Costs of private enterprise and government fac- 
tories, question of comparison, Bacon (11) Q- 
1559-63: l.C.I. (15) p. 440 (10); McGowan (15) 
p. 446 Q. 2995-6. 

Deficiency of personnel and equipment when War 
broke out, d’Eyncourt (2) Q. 410-1. 

Design, progress in, experience, Noel Baker (10), 
App. p. 278 (98). 

Design departments of armament firms, value of, 
von Donop (9) Q. 1225; Bingham (9) Q. 1346. 
Difficulties, first-hand knowledge of, Hankey (22) 
Q. 5006. 

Efficiency of national factories and private firms, 
Noel Baker (10) App. p. 271 (58-60) Q. 1411; 
Geddes (llA) pp. 2-3. 

Expansion in private firms : 

and government factories, comparison, Addison 
(4) Q. 636-40; Noel Baker (10) Q. 1396, p. 240, 
App. p. 283 (114). 

Particulars of, and tribute to firms, von Donop 
(9) Q. 1225-35, 1251-60, 1276-97, 1304-19; Bing- 
ham (9) Q. 1346, 1350-1. 

Supervisory staff, difficulty, von Donop (9) 
Q. 1330-2. 

Fuses : 

Difficulty, von Donop (9) Q. 1291-4. 

Refusal of War Office to give order for 2,000 six 
weeks before War and request for 20,000 a week 
on outbreak. Bacon (11) Q. 1508. 

History of, Hankey (20) pp. 591-3, App. pp. 614-5, 
625-33. 

Invention, by government services and by private 
firms, Lloyd George (18) Q. 3925-31, 4034-9. 

Lewis gun, position re royalty payments to foreign 
company owning patent rights, Geddes (HA) 
p. 2, Q. 93-7. 

Mass production, Geddes (HA) pp. 2-3. 

Materials, difficulties in connection with supply 
and control, Addison (4, 6) Q. 574, App. pp. 
113-4 (32-41), 118 (70), 124 (H). 

Munitions, Ministry of, see that title. 

Orders with Ordnance Factories, trade, Canada. 
U.S.A. and India, August, 1914 to 1915, par- 
ticulars, Bingham (9) Q. 1346-7, App. p. 228. 
Organisation, government system of, not good 
during early stages, Hankey (20) p. 592, App. 
pp. 615 (57), 630 (40), 663 (48). 

Pooling of resources by manufacturers and effect 
on prices, Cecil (1) 'Q. 57. 

no Truth in allegation, von Donop (9) Q. 1236-8. 
Private manufacture : 

Achievements of, Hankey (20) p. 592, pp. 592-3. 

App. p. 615 (58), pp. 628-9, 631-2, 633 (48). 
Allegations against, reply to, Hankey (20) pp. 

591-3, App. pp. 614-5, pp. 625-33. 
in America, failure of, Lloyd George (18) p. 536. 
Failure of : 

Cecil (1) p. 6, Q. 57; Noel Baker (10) p. 240, 
App. pp. 284^8; Lloyd George (18) p. 535, 
p. 536, Q. 3896-902, 3916, 392.3-4; Llewellyn 
(18) p. 550. 

Causes of : 

beyond Control of firms, Llewellyn (18) 
Q- 4150; Hankey (20) p. 592, App. pp. 615, 
629-30, 633 (48). 

Designs, patterns and specifications of essen- 
tials not ready. Lloyd George (18) p. 535, 
Q. 3901. 

Gauges, shortage of, von Donop (9) Q. 1225 ; 
Lloyd George (18) p. 535, Q. 3901. 
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Armaments supply during the War— ronf. 

Private manufacture — cont. 

Failure of — cont. 

Causes of — cont. 

Internal organisation, Noel Baker (10) Ann 
p. 285 (124). 

Labour difficulties and trade union restric- 
tions, Addison (4) Q. 574, (6) Q. 940-3, 
1017-8, App. pp. 109 (3, 4), 112-5 (24-31) 
118 (70); von Donop (9) Q. 1225, 1309-10- 
Bingham (9) Q. 1346; Noel Balter (10) 
p. 240, App. pp. 285, (127, 128) 284 (118), 
^8 (143); Lloyd George (18) pp. 535-6; 
Hanltey (20) p. 592, App. pp. 615 (55) 
629 (32-35), 633 (48), 638-9. 

Lack of co-ordination between services in 
regard to supplies and rate of delivery, 
Llewellyn (18) Q. 4150. 

Machines and machine tools, shortage 
Addison (4) Q. 574, (6) App. pp. 114-5 
(42-47), 118 (70) 124-5 (I, J) ; Noel 

Balter (10) p. 240, App. pp. 286 (130) 288 
(143); von Bonop (9) Q. 1225, 1289, 1308; 
Bingham (9) Q. 1346; Lloyd George (18) 
p. 535, Q. 3905, 3916; Hanltey (20) p. 592, 
App. pp. 615 (55), 629 (36), 633 (48), 639. 
Protection of trade secrets by firms, Noel 
Baker (10) Q. 1473, App. pp. 284, 286. 
Raw materials, difficulties, Noel Baker (10) 
p. 240, App. pp. 285 (129), 288 (143). 
Sub-contracting system, Addison (4) Q. 576 
600, 603 (6) Q. 944-5, App. pp. 117-8 (69); 
Noel Baker (10) p. 240, Q. 1473, App. 
pp. 284 (118), 285 (125), (126), 288 

(143); Hanltey (20) p. 592, App. pp. 615 
(55), 628 (28), 629 (37), 633 (48), 639. 
not Proved, Geddes (llA) p. 2, Q. 12. 

Reply, Lawrence (13, 14) Q. 1954;’ (7rai;en (13 
(14) Q. 1955, 2236, 2259-61, 2264-7; I.G.l. (15) 
p. 440 (8, 9); McGowan (15) p. 444; Grant 
(16) Q. 3294-6. 

Hampering of, by official machinery, reply to 
suggestion, von Bonop (9) Q. 1271-5. 

Output compared with that of ordnance factories, 
and tribute to firms, Hankey (20) pp 591-2 
App. pp. 615 (54), 628 (23), 631-2, 633 (48). ’ 
Prices : 

Effect of increased production on, Geddes 
(HA) pp. 2-3, Q. 12-24. 

Excessive : 

Addison (4) Q. 574, App. pp. 110-2, 119-23; 

Noel Baker (10) App. p. 272 (71-73). 
not Proved, Geddes (llA) p. 2-3, Q. 12. 

Reply to, Craven (13, 14) Q. 2262. 
Exaggeration in criticisms of, Hankey (20) 

Q. 4450. 

Promises, non-carrying out of, Lloyd George (18) 
p. 536, Q. 3915-6. 

Promises and deliveries, spring and summer of 
1915, Hankey (20) App. pp. 627-8. 
Sub-contracting, von Bonop (9) Q 1225 1236 
1251,^^1295-7, 1311, 1337-40; Lloyd George (18) 

Tribute to, Hankey (20) App. pp. 615 (59) (60), 
633 (49). 

Tribute to firms, but system at fault, Noel Baker 
(10) p. 240. 

Raw materials, control of, Lloyd George (18) 

Q. 3868-70. 

Requirements not realised at commencement 
Bingham (9) Q. 1346; Noel Baker (10) 

p. 240, App. p. 284 (120); Bacon (11) 

Q. 1499, 1511 ; Craven (13, 14) Q. 2236, 2261 : 
Lloyd George (18) p. 535, Q. 3902; Llewellyn (18) 

Q. 4094, Aloi-, -Hankey (20) p. 592, App. pp. 615 
(57), 626 (11), 630 (40). 

Rifles, output and price, Geddes (HA) pp 2-3 

Q. 16. \ 

Russian orders with British armament firms and 
non-carrying out of, Lloyd George (18) p 536 
Q. 3916. 


Armaments supply during the War— coni. 

Shells, position as to, von Bonop (9) 0 1.391 o 
1341 1375; Bacon (11) Q. 1499; l4p (13 14) 
cm®'®?’ Unvellyn (18) Q. 4141-3; Hankey (20 
p. 591, App. pp. 614-5, 626. ^ ^ 

Sources of, Bingham (9) Q. 1346. 

Suh-division of industrial processes, advantages of 
State control, Noel Baker (10) App. p. 286 (131) 
-'Imeiica, non Dmiap (9) 
w (9) Q- 1346, App. p. 228 

Hankey (20) pp. 595-6, App. pp. 619-20, 639. 
by Vickers Limited, Lawrence (13 14) 0 1954. 
Craven (13, 14) Q. 1955, 2236, 2266. 


Armour plate : 

Agreement : 

Investigation, suggestion, Jowitt (7, 8) App. 

Question as to existence of, Arnold-Forster (2) 
p. 50. ^ 

Monopoly of two firms, Llewellyn (18) p. 550. 
Supply by three English firms in association and 
position as to fixing of prices and checking of 
costs by Admiralty, Craven (13, 14) Q. 2250-4- 
Firth Brown (16) p. 487; Beincke (16) O 3182- 
212; Grant (16) Q. 3306-9. 


Armstrong Siddeley’s, references to, Hunter (3) App 
Fv Brockway (5) App. p. 157; Jowitt 

(7, 8) pp. 140, 170. 


Army j 

Peace-time supplies, sources of, Hankey (20) n 587 
App. pp. 609-10, 621. ^ / V- 001, 

pre-War supplies, sources of, Hankey (20) App 
pp. 626 (6), 634. » v r pp. 


Arnold-Forster, Mr. William, see National Peace 
Council and associated Organisations, (2) O 
487-520, App. pp. 60-1. 

Austria : 

Locks at Fiume of Henry Whitehead and Co 
l<enner Brockway (5) App. p. 156. ’ 

Position of Vickers and Armstrongs, Craven (13 14) 
Q. 2287-9; Beid Young (13, 14) Q. 2288, 2289. 
and the Re-armament of the Serbian field artillery 
Hankey (22) App. ,p. 753. 

Auxiliary Movement, views of, represented by National 
Peace Council, Arnold-Forster (2) Q. 489, App. 


Aviation : 

Air League of tiie British Empire, see under 
Patriotic Societies. 

Imperial Airways ; 

Development, ^oc. of Brit. Aircraft Constructors 
(17) p. 516 (XIII). 

Requirements of, success of private manufacture, 
Geddes (HA) Q. 175. 

International control and restriction question 
Courtney (1) p. 20; Noel Baker (10) Q. 1414-8, 
App. pp. 261-2; <S'oc. of BHt. Aircraft Con- 
structors (17) p. 516 (XIII). 

International Police Force, see that title. 

Subsidy system, payment for services rendered pre- 
ferable, Soc. of Brit. Aircraft Constructors (17) 
p. 516 (XIII). ^ ’ 

Technical journals, attitude of, Noel Baker (10) 
pp. 233-4, Q. 1428-32, 1487-92, App. p. 263. 
Reply to evidence, Hankey (22) pp 699-700 
App. p. 729-30. 

Bacon, Admiral Sir Reginald, K.C.B., K.C.V.O., 
D.S.O.; (11) Q. 1494-1700. 

Position as Director of Naval Oixlnance, (H) 0 

1600-6. j V ; 

Armament firms : 

Directors, etc., ex-govermnent officials (11) Q 
1530-1. 

Overhead charges, (11) Q. 1500, 1544-9. 
pre-War position, (H) 1499-500. 
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Bacon, Admiral Sir Reginald, K.C.B., K.C.V.O., 
D.S.O. — cont. 

Armaments, as check on war, (11) Q. 1508-9, 1671-6. 
Armaments supply during War, (11) Q. 1499, 1508, 
1559-05, 1511. 

British Navy, position as compared with German 
at beginning of War, and advantages of informa- 
tion received through members of private arma- 
ment firms, etc., (11) Q. 1504-8, 1517-32, 1595-9. 
Coventry Ordnance Works, (11) Q. 1499, 1588-9. 
Exports, (11) Q. 1500. 

Germany, turret mountings, making of, in advance 
of laying down ships, pre-War, (11) Q. 1505-7. 
Inventions by workers, (11) Q. 1700. 

McKinnon Wood Committee, (11) Q. 1556-8. 
Mulliner case, (11) Q. 1504-8, 1512-32, 1578-81, 1599. 
Munitions, Ministry of, scheme for shadow ministry, 
(11) Q. 1511, 1575-76, 1682-4, 1688, 1699-700. 
Naval repair work, (11) Q. 1553-5. 

Private manufacture : 

Advantages, competition between firms, (11) Q. 

1504, 1533-6. 

Prices: 

Fixing of, on outbreak of war, suggested, (11) 
Q. 1511, 1575-7. 

Government factory should be able to check, (11) 
Q. 1641-50, 1654, 1659. 

Supply of armaments subsequently used against 
own troops, reply to, (11) Q. 508. 

War not desired by armament firms, (11) Q. 
1508, 1693-4. 

State monopoly : 

Cost question of, compared with private manufac- 
ture, (11) Q. 1504, 1537-55, 1587, 1633-61. 
Government could not sell armaments abroad, 
(11) Q. 1500, 1564, 1681. 

Impossibility, (11) Q. 1511. 


Objections to : 

Armament firms relations with other^ firms 
abroad from which information obtainable, 
would be lost, (11) Q- 1504. 

Competition, absence of, (11) Q. 1504, 1582-7, 
1618-32, 1677-80. 

Design, etc., (11) Q. 1604, 1508, 1607-14. 

Expansion, (11) 1511. 

Expense, (11) Q. 1511, 1685-7. 

Export trade, loss of, (11) Q- 1500-4, 1564-8. 

Manufacture would be diverted to other 
countries, demand for armaments would not 
be decreased, (11) Q. 1504. 

Small country obtaining armaments from an- 
other country bound to it by strong ties, (11) 
Q. 1508, 1569-74. 

Staff, (11) Q. 1508, 1614-7. 

Turkey, battleships being built for, seizure of, on 
outbreak of War, (11) Q. 1569-70, 1572-4, 1590-4. 


Woolwich Arsenal : 

Costs, fixing of, (11) Q- 1537-41. 

Pre-war costs, comparison with private firms, (11) 
Q 1499, 1500, 1504, 1537-55, 1633-61. 


Ball, Captain John : 

see also Soley Armament Company. 

Quoted, Pollitt (3) App. p. 72, Bunter (3) App. 
p. 77, Davies (4) p. 92 footnote, JoxotU (7) 
q’ 1048, 1069. 

Baptist Minister’s Pacifist Fellowship, views repre- 
sented by National Peace Council, Arnold-Forster 
(2) Q. 489 (p. 44), App. p. 60. 

Baptist Union of Great Britain and Ireland, views 
represented by National Peace Council, Arnold- 
Forster (2) Q. 489 (p. 44), App. p. 60. 

Beardmore, Messrs. William, and Co., Ltd.: 

Acquisition of interest by Vickers, Newbold (5) 
p. 138. 

Advertising, Feincbe (16) p. 479. 

Agreements with other firms, Beincke (16) Q. 3174- 
81. 

36827 


Beardmore, Messrs. William, and Co., Ltd. — conf. 
Armour plate agreement with other firms, see 
Armour plate. 

Competition with Woolwich, question of, Beincke 
(16) Q. 3201-5. 

Employees, total number and number engaged on 
munitions of war, each year 1930 to 1934, Beincke 
(16) p. 480, Q. 3173. 

Government only customer for armaments, Beincke 
(16) p. 479, Q. 3171. 

Holding of Law Debenture Corporation, Pollitt 
p. 66, Q. 538. 

Explanation, Beincke (16) Q. 3213-20. 

Holdings of capital by other firms, Beincke (16) 
p. 479. 

Interconnections with other firms. Union of Demo- 
cratic Control (8) App. pp. 178-80. 

Losses, Beincke (16) Q. 3222, pp. 479-80. 

Plant, estimated replacement value of plant which 
would be rendered redundant in event of state 
monopoly, Beincke (16) p. 479. 

Prices, fixing of, and checking of costs by Ad- 
miralty, Beincke (16) 3183-212. 

Production of arms and munitions, financial results, 
each year 1930 to 1934, Beincke (16) pp. 479-80. 
Questionnaire from Royal Commission and replies, 

(16) pp. 477-9. 

Subsidiary companies, Beincke (16) p. 479. 
Tiumover for each of five years ended 31st 
December, 1934, showing proportion attributable 
to production of munitions of war, Beincke (16) 
p. 479. 

Belgium : 

Export licence system. Ball (56) Q. 3495, 3516-20. 
Fairey Aviation Company’s factory in. Union of 
Democratic Control (7, 8) App. p. 204; Fairey 

(17) Q. 3854-5. 

Bernal, Mr. John Desmond, M.A., see Union of 
Democratic Control. 

Bingham, Major-General the Hon. Sir Francis R., 
K.C.B., K.C.M.G.: (9) Q. 1344-52. 

Armaments supply, during War, sources of, 
(9) Q. 1346. 

Private manufacture : 

Advantages of, (9) Q. 1346. 

Experience during War, (9) Q. 1346-7, 1350-1, 
App. p. 228. 

State Department, cadre to come into action at 
commencement of war, suggestion, (9) Q. 1347-9, 
1351. 

State monopoly, (9) Q. 1346, 1351. 

Birmingham Small Arms Company, Limited: 
Acquisition of certain businesses in order to ensure 
supplies of steel, Burton (16) p. 492, Q. 3360-2. 
no Advertising or soliciting for orders for arms and 
munitions of war, but advertising by B.S.A. Guns 
Ltd., (16) p. 492. 

Agreement with Soley Armament Co., Ltd., as 
regards selling surplus arms, Burton (16) 
Q. 3315-8, 3330-1, 3350-6; Ball (16) Q. 3370-83, 
3403-7, 3480, 3497, 3506. 

Employees, average number engaged in production 
of arms and munitions of war, each year 1930 
to 1934, (16) p. 492. 

Government support, desirability of. Burton (16) 
Q. 3320-1, 3343-9. 

Holdings of capital of other firms, all British, 
Burton (16) Q. 3319. 

Manufacturing activities of, Burton (16) p. 492. 
Plant employed in production of arms and muni- 
tions, estimated value of, that would be re- 
dundant in event of state monopoly, (16) p. 492. 
Private manufacture, arguments for. Burton (16) 
3321 (8). 

Profits and loss of, and amounts attributable to 
arms and munitions of war, each year 1930 to 
1934, (16) p. 492. 

B 
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BiTOiingham Small Arms Company, Limited— coni 
Questionnaire from Royal Commission and replies 
(16) pp. 492-3; Burton Q. 3369. ’ 

Research work, inadequacy of, owing to lack of 
orders. Burton (16) Q. 3332-3, 3341-42. 

Rifle and machine gun production, present position 

Q 3320 332W0“ 

Rifle manufacturing plant, agreement with War 
Ufece as to maintenance of, and failure owing to 
®^Ports embargoes, Burton (16) Q. 3320 (3), 

Rifles, cost of, compared with cost at Enfield, Noel 
Baker (10) p. 272. 

Reply to. Burton (16) Q. 3321-2. 

Small Arms : 

Factories abroad. Burton (16) Q. 3321 (6), 3323-9 
Government policy since the War, and need for 
encouragement of private firms, Burton (16) 
Q. 3320-1, 3323-9, 3357-8, 3369-70. ^ 

Mass production question, Burton (16) Q. 3334-40. 
Second-hand trade in. Burton (16) Q. 3363-8. 
Turnover, proportion of, representing arms and 
munitions of war, and proportion attributable 
to United Kingdom, British Empire and foreign 
orders, each year 1930 to 1934, (16) p. 492. 

Work during War, Burton (16) Q. 3320 (2). 

Board of Trade : 
see also Official Evidence. 

Memorandum by, on licensing system for control 
of exports of arms, in collaboration with Foreign 
Office, Admiralty, War Office, Air Ministry and 
Board of Customs and Excise, (12) Add 
pp. 332-40. ' ^ 

Bolivia and Paraguay: 

Aircraft, no evasion of embargo. Official 
Memorandum (12) App. p. 340 (2). 

Arms for, supply of, Cecil (1) Q. 2, 51-6, 164- 
Pollitt (3) Q. 535; League of Nations Union (1) 
App. pp. 28, 29; Arnold-Forster (2) p. 51- Bills 
(2) Q. 439; Bunter (3) Q. 559, App. pp. 77, 78- 
Isewoold (5) Q. 804; Fenner Brockway (5 ) q! 
900-2, App. p. 156; Jowitt (7) Q. 1069, 1070- 
Union of Democratic Control (8) App p 204- 
Lawrence (13, 14) Q. 1984-7; Noel Baker (10) 
FifA-ers Ltd. (13, 14) App. p. 425; 
Ball (16) Q. 3451-8. ’ 

British armament firms and, memorandum pre- 
pared in the Foreign Office, Bankey (22) 
App. pp. 754-5. J \ ) 

by British firms, position re, and reply to evi- 

assi) 

Nature of war, Bunter (3) Q. 559, App. p. 77. 

New York loan to, to finance Vickers contract, 
Bunter (3) App. p. 77. 

Bovenschen Mr. F. C. C.B., Director of Finance, 
War Office, see Official Evidence. 

Bribery and solicitation for orders: 

Accusation at American Arms Inquiry letter 
relating to, Craven (13, 14) App. p. 437. 

Agents of firms, commission system, Arnold-Forster 

(2) pp. 46, 47. 

Letters ^ from Soley Armaments Company to 
American Armament Corporation, Ball (16) 

Q. 3448-50. ^ ' 

Allegations of, reply to, Admiralty, War Office and 
Mr Ministry, (21) pp. 681-2; Bovenschen (21) 

Q. 4810-8; Benderson (21) Q. 4818; Elies (21) 
Sankey (22) pp. 698-9, App. pp. 727-8, 

as Cause of disturbance of international relations, 
doubt of, as serious contributory cause, Bills 
Loder (2) Q. 420, p. 39. 

Corruption of government officials, Noel Baker (10) 
p. 231, App. pp. 268-9. 


Bribery and solicitation for orders — cont 

tkipriu 

no Evidence of, d’Eyncourt (2) Q. 369. 

™q'^° 2™44-“9 fluestisn of. Craven (13. 14) 

Indications, references to exhibits cited before 
American Arms Inquiry, Arnold-Forster (2) n 47- 
Jowift (7, 8) p. 159. \ j y- -n , 

Reply to allegations, Fairey (17) Q. 3747. 
International prohibition of trade in arms would 
transfer risk of, to governments, Bankey (22) 
p. 699, App. pp. 728-9, 734. ^ ^ 

Interpretation question, Newhold (5) Q. 747-63 
Japanese (Vickers-Mitsui) case, Arnold-Forster (2) 
p. 60; Newlold (5) p. 138, Q. 740-4, 747-63, 790-1 • 
Fenner Brockioaij (5) Q. 850, App. p. 155. ’ 

Comments on, Craven (13, 14) O 2270 24R0-9- 
Hankey (22) pp. 727 (loill), 734, 752I3 ’ 

Obtaining of orders in foreign countries, no 
experience Of abuses, d'Eyncourt (2) Q 367-72 

Q 3“448-TsIi34'’“"°“‘ 

Possibility of, A.rnold-Forster (2) pp. 46-7; National 
Peace Oouncl (2) App. pp, 60, 61, (6); Pollitt 
(3) App. p. 71 (5), Q 845^ ggp App. p 155. 

s -Buffer (10) 

App. p. 258. ^ ' 

Prohibition of private manufacture, unilateral 
would not afi'ect, Bankey (22) p. 699. ’ 

Roumanian bribery case, Cecil 0) p. 4; Arnold- 
torster (2) p. 47. 

Safeguards against, and remedies: 

American draft proposals, question of effect Noel 
Baker (10) Q. 1455, App. p. 265. 

Forfeiture of manufacturing licence on proof of 
suggestion, Bills, Loder (2) Q. 420 (p. 39), 43s! 
National Armaments Board, Carnegie (1) n 22 
Q. 251-2, 255. i/ v ; p. 

National Boards to which orders from abroad to 
be submitted, Syrett (1) p. 26, Q. 322-8. 
Nationalisation not a remedy for solicitation, 
Bills, Loder (2) Q. 420 (p. 39), 435, 439-45. 
Prevention, means of, Bills (2) Q. 433-5, 468 472 
greater Publicity, Marley (7, 8) Q. 1137. ’ 

Tendency to, as part of private profit system and 
inquiry suggested, Arnold-Forster (2) pp. 47, 62. 

agents, reply to statements, Yapp 
(13 14) Q. 2197-200, 2351, 2483-4; Craven (13, 14) 
y. 2350-4. 

Aeroplane Company, references to, Wood 
(7) 8) Q. 1078; Jowitt (7, 8) p. 197. 

Reply to, Allen (17) Q. 3691-2. 

British Movement against War and Fascism: 

Evidence on behalf of, see Hunter, Mr. Neil Barclay 
(3) Q. 556-569, App. pp. 77-8. 

Origin and objects of, Bunter (3) Q. 560. 

Brown, Mr. W. B., C.B., C.B.E., Second Secretary, 
Board of Trade, see Official Evidence. 

Burroughs, Mr. H., F.R.Ae.S., see Society of British 
Aircraft Constructors, Limited. 


Burton, Mr. Geoffrey Duke, see Birmingham Small 
Arms Company, Limited. 

Cameron, Mr. D. M., see Beardmore, Messrs. William, 
and Co., Ltd. 

Capitalism and armaments, and war, connection, 
Pollitt (3) Q. 648-50, App. p, 74. 

Carnegie, Colonel David, C.B.E., J.P., on behalf of 
the League of Nations Union : (1) Q. 232-319. 

Aircraft industry, (1) Q. 310-5. 

Inspection, (1) Q. 233-9. 

National Armaments Board, scheme, (1) Q. 233-319. 

Nationalisation, state ownership of all industry 
involved and consequent objection to, Q) 
Q. 233, 283-5. 
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Cecil of Chelwood, The Right Hon. Viscount, on 
behalf of the League of Nations Union; (1) Q. 1- 
174, App. pp. 28-32. 

American proposals, (1) Q. 5, 20-8, 77-83, 123-9, 
App. p. 29. 

Armament firms : 

British, relationship with British Government, 
(1) p. 5. 

Use of influence with governments, (1) p. 5. 
Armament shares, increase in value wherever ten- 
sion in international affairs. (1) p. 4, Q. 132, 
161-3, App. pp. 29-31. 


Armaments : 

Limitation, (1) Q. 6-12. 

World, increase, (1) App. pp. 29-31. 

Armaments industry and the Disarmament Con- 
ference, (1) App. pp. 29-31. 

Boer War, (1) pp. 3-4. 

Chaco War, (1) p. 4, Q. 51-6, App. pp. 28-9. 
Control, international agreement necessary, but 
something could be done by individual countries, 
(1) Q. 6-16, App. p. 29. 

Cost of armaments as incitement or inducement to 
war, (1) pp. 5-6, Q. 47-8, 169-60. 

Disarmament, international agreement, (1) 
Q. 134.-7. 

Exports : 

British licensing system, (1) Q. 149-51. 

Control of, (1) App. p. 29. 

Embargoes, evasion, (1) Q. 164-9. 

Great War, causes, (1) Q. 47. 

Inspection on the spot, (1) Q. 6, 28, 77-83. 
International conferences, attempted pressure on 
government representatives, (1) Q. 152-6. 
International control, (1) Q. 123-49. 

International TraSic in Arms, Convention for the 
Supervision of, 1925, (1) Q. 138-41. 

Licensing of manufacture and export advocated, 
(1) Q. 5, 116, 143-4, 164-9. 

McKinnon Wood inquiry, (1) p. 6, Q. 57, App. 

p. 28. 

National Peace Ballot, (1) p. 2, Q. 105-9, 133, 
App. p. 28. 

Permament Disarmament Commission, (1) Q. 5, 
28. 


Private manufacture: 

Failure of, in War, (1) p. 6, Q. 57. 

International agreement on, (1) Q. 133-5. 

Private profit: 

Abolition advocated, (1) Q. 35, 102-4, 131. 
Connection of system with motives for war, (1) 


Q. 95-101, App. p. 28. 

Private and public interests, conflict between, (1) 
pp. 4-6, Q. 5, 132, 146-8, 152-6, 161-3, App. 


pp. 29-31. 

Public opinion, (1) Q. 2, 92, 105-7, App. p. 28. 
Shearer case, (1) pp. 4-5, Q. 63, 60-7, 152-6. 
State monopoly : „ 

Advantages, (1) Q. 40-6, 68-GO, 63-9, 167. 


Advocated, (1) Q. 5. r\ k 

“ Armaments ”, definition question, (1) W- o. 
Cost would be less than under private manu- 


facture, (1) p. 6. r • 

Danger of private firms setting up factories in 
remote and backward countries, (1) Q. 142. 
possible Difficulties between producing countries. 


Governments as traders, (1) Q- 36-9, 117 22A. 
International and neutrality laws, (1) pp- 6-7, 


Q. 4, App. p. 29. 

League of Nations Union pamphlet, (1) Q. 5, 61. 
Limitation of armaments desirable in connection 

with, (1) Q. 36-9, App. p. 29. 

Non-producing countries, position ot, U) 

Q 117-22A, 170. 

Position on outbreak of war, (1) Q. 70-6, 112-3. 

• Possibility of, (1) Q- 114-5. 

Reply to criticisms of, (1) pp- 6-7. 

Unilateral or international agreement, (,1; 

Q 29-35, 84-91, App. p. 29. 


Cecil of Cheiwood, The Right Hon. Viscount — cont. 
State monopoly or control : 

Opinion at Geneva, (1) Q. 18-20. 

Opinion in League of Nations Union, (1) Q. 16, 
App. pp. 28-9, 29. 

Vested interests: 

Connections with the press, (1) p. 3, Q. 46. 
Importance and influence of, (1) pp. 2-3. 
International connections, (1) p. 3, Q. 50, 
App. pp. 31-2. 

Relations with officials, bankers, etc., (1) p. 3. 

Chaco war, see Bolivia and Paraguay. 

Chemical Industry: 
see also Imperial Chemical Industries. 

Chlorine : 

Commercial product, but can also be poison gas 
and special treatment necessary, Bernal (8) 

Q. 1172. 

Export of, Bernal (7) Q. 1117-9. 

Manufacture, methods of, Bohinson (16) 
Q. 3120-2. 

Production, Union of Democratic Control (8) 
App. pp. 183-4, Figure 7 (following p. 214). 

Work of I.C.I., and value of, I.C.I. (15) p. 442. 
Control of, as alternative to nationalisation, 
Bernal (7) pp. 155, 156; Union of Democratic 
Control (8) p. 212. 

Point of application, question of, Marley (8) 
Q. 1151. 

Co-operation of private enterprise with government, 
importance of, I.C.I. (15) p. 443 (19) ; McGowan 
(15) p. 446, (16) Q. 3003. 

Dangerous nature of industry, Bernal (7) p. 166. 
Defensive measures against gas attacks. Union of 
Democratic Control (8) App. p. 192. 

Development of heavy chemical industry. Union of 
Democratic Control (8) App. Figure 11 (follow- 
ing p. 214). 

Dyestuffs, explosives and tear gas, relationship. 
Union of Democratic Control (8) App. Figure 
10 (following p. 214). 

Dyestuffs manufacture, development of, Umon_ of 
Democratic Control (8) App. Figure 12 (following 
p. 214); I.C.I. (15) p. 441. 

Expansion in case of war, position as to, 
Bernal (7) pp. 153-4. 

Explosives; a- r, ± i 

Cordite production, Union of Democratic Control 
(8) App. Figure 8-9 (following p. 214) : 
Llewellyn (18) 4087-93, 4176-9. 

Elements required for, incompleteness of export 
licensing system as not including, Union of 
Democratic Control (8) App. pp. 204, 205. 
Extent to which manufacture can be dealt with 
apart from other industry, Bogers (16) Q. 3005. 
Export, Jowitt (8) Q. 1212; Bernal (8) Q- 1213. 
Licensing system, suggestion. Union of Demo- 
cratic Control (8) App. pp. 211-2. 

Industry, particulars of, Bernal (7, 8) 1213, 
p. 154; Union of Democratic Control (8) 
App. 185-9. 

Intermediates, control of, in time of war or emer- 
gency, suggestion, Marley (8) Q. 1161-71. 
Nationalisation, suggestion, Jowitt (7, 8) 

pp. 145-6; Bernol (7, 8) p. 154, PP- 1J5-6, 
Q_ 1112-3; Union of Democratic Control (7, o) 

Paci^ and military use, Bernal (7) Q. mil 
Union of Democratic Control (8) App. p. 210; 
Bogers (16) Q- 3041-2. 

Raw materials: 

Inclusion in licensing system, question ot. 
Brown (12) Q. 1763-7. 

Supply, and question as to Government control 
in peace and war time, Marley (8) Q. 
1163-71 ; Bernal (7) p. 154, (8) 1167-8. 

Export trade : , • 

see also under Explosives above and Poison gas 
below. 
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Chemical Industry — cont. 

Export trade — cont. 

Competition in, and consequent control of prices, 
McGowan (15) Q. 2587-90, 2593, 2981-2, (16) 
Q. 3099-103, 3107-11; Laing (16) Q. 3104-10. 
Licensing : 

Advocated, Jowitt (7, 8) Q. 1068, 1069; Bemal 
(7, 8) p. 156; Union of Bemocmtic Control 
(8) App. p. 211. 

Inclusion of certain exports in licensing system, 
advocated, Jowitt (7) Q. 1068, 1069. 

Question of effect of, Bogers (16) Q. 3011; 
McGowan (16) Q. 3112-9; Bobinson (16) 
Q. 3120-3; Laing (16) Q. 3125-6. 

Schedules of commodities, Bemal (7) p. 156; 

Union of Democratic Control (8) App. p. 211. 
System, McGowan (15) Q. 2594-6. 

Inadequacy of, Jowitt (7) Q. 1067-8, 1070; 

Union of Democratic Control (8) App. pp. 

204-5. 

Substances of potential use in manufacture of 
war materials, Jowitt (7) p. 145, Q. 1067-8- 
McGowan (15) Q. 2758-70. 

Prohibition, effect on I.C.I., McGowan (16) 
Q. 3150-3, App. 2 (p. 506). 

Nationalisation : 

Arguments against ; 

Chain of factories, which would be idle for 
long periods, inefficient if not out of date 
when needed, l.C.I. (15) p. 442; McGowan 
(15) p. 445 (13), (16) Q. 3050-2. 

Cost, l.C.I. (15) p. 442 (12); McGowan (15) 
p. 445, p. 446; Bogers (15) Q. 2980. 
Efficiency would suffer, l.C.I, (15) p. 442 (15); 
McGowan (15) p. 445, (16) Q. 3020-6; Bogers 
(15) Q. 2972-4, 3020-6. 

Export trade would involve competition of 
Government with private firms in other 
countries, l.C.I. (15) p. 442 (13); McGowan 
(15) pp. 444-5, (16) Q. 3031-6. 

Injury to country, McGowan (16) Q. 2998-9. 
Personnel, l.C.I. (15) p. 442 (14); McGowan 
(15) p. 445, p. 446, (16) Q. 3018-9; Bogers 
(15) Q. 2969-71. 

of Industrial explosives, no reason for Bogers 
(16) Q. 3006-8. 

Practicability of. Union of Democratic Control 
(8) App. pp. 210-2; Bernal (7) p. 155. 

Scheme for, Union of Democratic Control (8) 
App. pp. 210-2, p. 214. 

Selection of chemical industry alone, for, would 
be unreasonable, l.C.I. (15) p. 442 (13)- 
McGowan (15) p. 444. ’ 

State-owned factories alone would be unable 
to meet demands in event of great war 1 G 1 
(15) p. 442 (17). 

Suggestions in event of, l.C.I. (15) p. 442 (16); 
McGowan (15) p. 445. 

Nitrogen, value of work of l.C.I. l.CI (16) 
pp. 440-1. ■' ^ ^ 

Organisation, description and particulars re, Jowitt 
(7) p. 142, p. 145; Bernal (7) p. 154; Union of 
Democratic Control (8) App. pp. 181-92; Noel 
Baker (10) App. p. 269 (47). 

no Part of industry can be considered as potentially 
Separated from war purposes, Bernal (7) p. 155, 

Phosgene, commercial product, but can also be 
poison gas, and special treatment necessary 
Bemal (8) Q. 1172. ’ 

Poison gas : 

Constituents of, particulars as to, and position as 
to supply, Bemal (7) pp. 154-5. 

Dyestuffs industry not interested in, except in 
event of emergency, l.C.I. (16) p. 441. 

Exports : 

General prohibition of, possible reaction on 
legitimate chemical trades, Napier (12) 
Q. 1789. 


Chemical Industry — cont. 

Poison gas — cont. 

Exports — cont. 

to Italy, prohibition of, but no knowledge of 
any being made, McGowan (16) Q. 3037-40. 
Licensing ; 

could be Included in Schedule to Order in 
Council of 1931, and at present export to 
Italy prohibited. Brown (12) Q. 1776. 
Suggestion as to. Union of Democratic 
Control (8) App. pp. 211-2. 

Prohibition advocated, Jowitt (7) p. 146. 
Manufacture, control, proposal, Jowitt (7) p. 

146; Bemal (7) pp. 154-5, App. pp. 184-5. 
Particulars re. Union of Democratic Control (8) 
App. pp. 182-4, Figures 5, 6A, 6B, 6C, 6D, 7 
(following p. 214). 

Private manufacture of certain, prohibition, sug- 
gestion, Bemal (7) p. 156; Union of Demociatic 
Control (8) App. p, 211. 

Production, simplicity of methods, Bemal (7) 
p. 164. ^ ' 

non-Production by l.C.I. save at direct request 
of British Government, and none produced 
since War, l.C.I. (15) p. 442 (12); McGowan 
(16) Q. 2600-3. 

Raw materials, nature of, and sources, Bernal 
(7) p. 154. 

Research, encouragement by government by placing 
oj-ders, desirability, l.C.I. (15) p. 442 (16); 
McGowan (16) Q. 2708-10; Bogers (16) Q. 2711. 
Small aims ammunition, see under Small arms. 
Sulphuric acid, production, Addison (6) p. 114 • 
l.C.I. (15) pp. 441-2. 

Synthetic petrol, production by l.C.I., and mili- 
tary importance of, Bernal (7) p. 155; l.C.I (15) 
pp. 440-1. ^ ' 

Chemical warfare, Geneva Protocol of 1925, non-work- 
ing of, Courtney (1) Q. 193-200. 

Chile, supply of submarines to, Craven, Yapp (13 14) 

- Q. 2327-9, 2391-4. \ / 

Chilworth Gunpowder Company, reference to, Fenner 
Brockway (5) App. p. 156. 

China: 

Armaments exports to, Pollitt (3) Q. 531, 535, App. 
'p. 71; Dunter (3) App. p. 77; Fenner Brockway 
(5) App. p. 157; Jovntt (7, 8) Q. 1069, 1070; 
Union of Democratic Control (8) App. p. 204. 
Canton, small arms supplies. Ball (16) Q. 3550-4, 
3556-7. 

Embargo on arms for, action of government in 
regard to question, Cecil (1) p. 6. 

Exports of fighting aircraft to, by European and 
American firms as commercial planes, Fenner 
Brockway (5) Q. 895-6. 

l.C.I. trade with, Arnold-Forster (2) p. 47; 
McGowan (15) Q. 2693-7, 2844-8, 2865-7, 2887-910; 
Laing (15) Q. 2698-706, 2780-2; Smith (16) Q. 
2782-4. ^ 

Pushing of business with, letter from Soley Arma- 
ments Company to American Armaments 
Corporation, Arnold-Forster (2) p. 47: Ball (16) 
Q. 3442-7. 

Supply of war materials to Japan for use against, 
by British firms, Fenner Brockway (5) Q. 845, 
App. p. 157. 

Wars in, fought with arms and munitions supplied 
by British firms. Hunter (3) Q. 6.59, App. pp. 77, 
78; Fenner Brockway (5) Q. 846, App. p. 157. 

Chlorine, see under Chemical industry. 

Church of Scotland Ministers’ Peace Society, views 
represented by National Peace Council, Arnold- 
Forster (2) Q. 489 (p. 44), App. p. 60. 

Civilian factories, adaptation in time of war, possi- 
bilities, Eankey (20) p. 593, Q. 4386-8, App. 
p. 617. 
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Clerke, Major A. B. H„ C.B.E., see Hadfields, 
Limited. 

Coke-oven and gas, producer and similar equipment, 
provision of non-economic reserves by Government, 
proposal, Newbold (5) p. 141. 

Colombia and Peru: 

Employment of retired British naval men by 
Colombia, Handerson (21) Q, 4703-5. 

Supply of ammunition from Vickers and submarines 
from Electric Boat Company, Fenner Brockway 
(5) p 154, Q. 896-900; Vickers Ltd. (13, 14) App. 

15 (p. 425); Yapp (13, 14) Q. 2233-44; Craven 
(13, 14) Q. 2549-61. 

Communist Party of Great Britain: 

Evidence on behalf of, see Pollitt, Mr. Harry, (3) 

Q. 524-555, App. pp. 71-76. 

Congregational Christian Pacifist Crusade, views repre- 
sented by National Peace Council, Arnold-Forster 
(2) Q. 489 (p. 44), App. p. 60. 

Control : 

see also Inspection. 

Advocated as helping to combat inefficiency, Marley 
(8) Q. 1137. 

American proposals: Sills, Loder (2) p. 39; Noel 
Baker (10) Q. 1455; App. p. 265 (28); Skrine 
Stevenson (19) App. p. 576. 

see also under Licensing of manufacture, and. 
National below; and under Exports, control 
and Inspection. 

certain Advantages, Noel Baker (10) Q. 1455. 
Support of. Hills, Loder (2) pp. 38, 39, Q. 432, 
465-74; Noel Baker (10) App. pp. 265 (29), 301 
(198). 

Unilateral adoption by U.K., useless. Sills, Loder 
(2) Q. 420 (p. 38), 450-3. 

Arms manufacture and arms trade cannot be 
dealt with separately, Skrine Stevenson (19) 

Q. 4213, 4215-6, App. p. 575 (18). 

Convention should be based on principles contained 
in Firearms Act, 1920, Skrine Stevenson (19) 
App. p. 574 (15). 

H.M. Government attitude, and Convention 
favoured by, Skrine Stevenson (19) Q. 4213-44, 
4272, App. pp. 574-6, 577-83. 

International : 

Advocated, Noel Baker (10) Q. 1419, App. p. 301 

(198)- 

Central selling board in each country, possibility, 
Cecil (1) Q. 126. 

H.M. Government attitude, Skrine Stevenson 
(19) Q. 4217, 4234, 4250-2, App. 577 (27, 28), 
pp. 576 (21). 

Profit making under, question, Cecil (1) Q. 123-4. 
Support for, Courtney (1) Q. 176. 
would Tend to equalise position as between pro- 
ducing and non-producing states, Courtney (1) 
Q. 176. 

International agreement : 

Necessary, but something could be done by indivi- 
dual countries, Cecil (1) Q. 6-16; League of 
Nations Union (1) App. p. 29. 

Possibility of, Skrine Stevenson (19) Q. 4239-44, 
App. p. 574 (15). 

Licensing of manufacture; 

Advocated, Sills (2) Q. 432; Jowitt (7, 8) Q. 1070; 

Union of Democratic Control (8) pp. 204, 205. 
Advocated, if private manufacture not abolished, 
Noel Baker (10) App. p. 301 (198). 

American proposals, Courtney (1) Q. 176; Amold- 
Forster (2) p. 52. 

as provisionally Amended by United Kingdom 
Delegation, Skrine Stevenson (19) App. 
p. 578-9. 


Control — cout. 

Licensing of manufacture — cont. 

as Effective in preventing war as nationaiisati^ 
and avoids evils of, Hills^ Loder (2) Q. 420 
(p. 38). 

Efficient system : ■ i. j 

Difficulty experienced in connection with drugs, 

Cecil (1) Q. 5. 

Doubt as to possibility of, m every country, 
Cecil (1) Q. 5, 143-4, 164-9. 

H.M. Government attitude, Skrine Stevenson 
(19) Q. 4277-8. ... 

International agreement for limitation or arnia- 
ments necessary for effectiveness. Hills (2) 

Q. 435; Arnold Forster (2) p. 50-1, Q. 516; 
National Peace Council (2) App. p. 61. 
International system, recommendation, Noel 
Baker UO) App. p. 301 (198). ..... 

Private firms would continue with civil business 
as before, Sills (2) Q. 470-4. 

Licence to manufacture abroad, system of licensing, 
suggestion. Craven (13, 14) Q. 2103-7. 
on Lines of Convention on Manufacture of, and 
Traffic in Drugs, nature of, and advantages of, 
but certain evils not removeable by, Noel Baker 
(10) App. p. 265 (28, 29). 

National: 

American proposals; Arnold-Forster (2) p. 52. 
as provisionally Amended by United Kingdom 
Delegation, Skrine Stevenson (19) App. p. 
677. 

Support for, Courtney (1) Q. 176. 

H.M. Government attitude, Skrine Stevenson 
(19) Q. 4217, 4277-8, 4282, App. pp. 574, 675, 
576. 

Uniform system by all states, necessary for eftec- 
tiveness of any international action, Skrine 
Stevenson (19) App. p. 575 (20). 

Participation of all manufacturing countries must 
be secured, Skrine Stevenson (19) Q. 4293-7, 
App. pp. 574 (15), 575 (17). 

Publicity for manufacture and orders : 

Advocated, Pollitt (3) Q. 548, App. p. 75; Fenner 
Brockway (5) App. p. 157; Jowitt (7, 8) 

Q. 1070-4; Union of Democratic Control (8) 
pp. 204, 205 ; Noel Baker (10) App. p. 301 (198). 
American proposals: Arnold-Forster (2) pp. 52, 
53; Courtney (1) Q. 176, 182; Skrine Stevenson 
(19) App. p. 576 (24). _ _ 

as provisionally Amended by United Kingdom 
Delegation, Skrine Stevenson (19) App. pp. 
578-9. 

Bi-itish alternative proposals, Skrine Stevenson 
(19) Q. 4235-8, 4258-61. 

H.M. Government attitude, Skrine Stevenson 
(19) Q. 4235-7, 4277, 4310-2, App. p. 676 (25). 
Supported as only alternative to limitation 
convention, Courtney (1) Q. 176. 
not Applied at present. Brown (12) Q. 1707-8. 
any Convention must cover both state and private 
manufacture, Skrine Stevenson (19) App. 
p. 575 (19). 

Desirable for prevention of corruption, Marley 
(8) Q. 1137. . . • 

Increase of armaments as result, or bargaining 
between countries for cutting down, possibility 
of, Skrine Stevenson (19) Q. 4259, 4273. 
under Permanent Disarmament Commission, pro- 
posal, Skrine Steveiison (19) Q. 4256-8. 

Question of, Geddes (llA) Q. 69-70; Lawrence 
(13, 14) Q. 2161; McGowan (16) Q. 3129-31. 
Simple form of returns to central supervisory 
organ, suggestion of H.M. Government, Skrine 
Stevenson (19) Q. 4250-2, 4256-70, 4300-3, App. 
pp. 576 (25), 577 (28). 

Qualitative agreement, need for, Noel Baker (10) 
Q. 1388-9, App. p. 266 (32). 
as Eemedy for evils of private manufacture and 
trade, extent of, Cecil (1) Q. 44, 157-8; 
Pollitt (3) App. p. 74; Noel Baker (10) p. 237, 
Q. 1454, 1465, App. pp. 265-6, 267 (39). 
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Control — cont. 

Responsibility to central supervisory organ, im- 
portant, Skrine Utevenson (19) Q. 4243-4. 

Scheme must not operate in time of war, attitude 
of H.M. Government, Skrine Stevenson (19) App. 
p. 574 (15). ' 

Various systems of, Noel Baker (10), App. p 265 


Coombes, Major W. J., M.B.E., R.A., see Official 
Evidence. 


Craven, Commander Sir Charles W., O.B E R N 
(retired): ’ ‘ 

see oho Vickers Limited and Associated Companies. 
Bribery, letter relating to accusation of QS l4’i 

App. 22 (p. 437). ’ ^ ^ 

Personal attitude as regards armaments, (13 14') 

Q. 2494-505. ^ ' 

Cresswell, Colonel Edmund Fraser, D.S.O., see 
Imperial Chemical Industries, Ltd. 


Co-operative Union of Great Britain: 

Evidence on behalf of, see Perry, Mr. S. F J P 
(2) Q. 522. 

Views represented by National Peace Council, 
Arnold-Forster (2) Q. 489 (p. 44) App. p. 60. 

Cordite, see under Explosives under Chemical 
Industry. 


Costs of production : 

Arguments for and against nationalisation and 
private enterprise from point of view of, Cecil 
(1) p. 6, Q. 57; Addison (4, 6) p. 80, 
Q. 585-91, 662-7, 924, App. pp. 110-2 (13-20), 
116-7 (55-61); XJnion of Democratic Control 
(7, 8) pp. 207, 208, 209-11; Bingham (9) 
Q. 1351; Noel Baker (10) pp. 237-8, Q. 1397 
1442-51, App. pp. 270-4; Bacon (11) Q. 1504^ 
1511, 1537-55, 1587, 1633-61, 1685-7; Geddes (llA) 
pp. 1-4; Lawrence (13, 14) pp. 347-8, Q. 2047-8 
2086-91; Vickers (13, 14) p. 372; E.S.C (13-14) 
App. 10; Burton (16) Q. 3321 (8); Lloyd George 
(18) p. 535; Llewellyn (18) pp. 549-50, Q. 4084-6 
Nankey (20) pp. 587-8, App. pp! 
610 (17, 18), 621; Admiralty (21) pp. 667-8; War 
Office (21) pp. 668-9. 

Comparison of, as between state-owned establish- 
ment and private concern, question of possibility 
l.C.I. (15) p. 440 (10); AIcGowan (15) p. 446* 
Q. 2599; Rogers (15) Q. 2977-80; Clerke (16) 
Q. 3235; Burton (16) Q. 3322; War Office (21) 
pp. 668-9. " ’ 

Costing : 

Firm doing armaments work and other work, 
possibility of costing armaments part 

separately, Geddes (llA) Q. 149-56. 

System not used as much as desirable, Addison 
■ (6) Q. 932. 


Courtney Miss K. D., on behalf of the League of 
Nations Union : (1) Q. 175-231. 

American proposals : 

not Alternative to state monopoly, (1) Q. 176 
Armaments, definition, (1) Q. 176. 

Attitude of states at Geneva, (1) Q. 176-9, 221-31. 
^^^^s^Government attitude, (1) Q. 176-9, 184-8, 

C/ontrol, national responsibility, (1) Q. 176. 
G^rma^n position in connection with, (1) Q. 221-5, 

Inspection on the spot, (1) Q. 170, 203-12. 

®’^p6i'^ision over manufacture, (1) 

Japan, position of, (1) Q. 226-7. 

Licensing of exports and imports, (1) Q. 176. 
Licensing of manufacture, (1) Q 176 
Origin of, (1) Q. 176, 217. 

Present position as to, (1) Q. 180-1, 185-9. 
Jrublicity of manufacture, (1) Q. 176 182-3 
Returns, (1) Q. 219-20. ’ 

Chemical warfare, Geneva Protocol of 1925, (1) 
Q. 193-200. * 

Drug Convention, (1) Q. 213-6. 

Non-producing countries, (1) Q. 179. 

Coventry : 

Engineering industry, Newbold (5) p. 139, Q. 832. 

starting of, Bacon 

(11) 1499. 


Cyclops Works, Union of Democratic Control (8) Ann 
pp. 174, 175. 

Reply to evidence re, E.S.C. (13, 14) App. 10 


Davies, Lord, of Llandinam, representing the New 
Commonwealth Society: (4) Q. 678-726. 
Armaments, purposes of, (4) pp. 91 M') 94 nfi\ 
95 (23), Q. 684. ' ^ 

Competitive national war establishments root 
cause of war, (4) pp. 92 (6), 95 (23). 
Disarmament, (4) pp. 91 (3), 92 (9). 

Equity Tribunal, (4) p. 91 (1). 

International Air Police Force, (4) pp. 95 (22), 96 


International Navy, (4) Q. 707-11. 

International Police Force : 

^ei^ement between nations of Europe, (4) Q. 695- 

firms, future of, (4) pp, 94-5 (19-21), 

^ 712”e ^ 

Establishment only possible by stages, (4) p. 95 
( 22 ). 

Example of the Saar, (4) Q. 717, 

French proposal, (4) Q. 718-9. 

^^®^national advance with regard to idea of, (4) 

Necessity for, and proposal, (4) pp 91 (1 2) 
92 (7), 95 (23). ’ n / v . 


Nationalisation : 

Advantages, (4) p. 92 (5), Q. 685. 

Advocated if no international collective system 
evolved, (4) p. 96 (23), Q. 685-9. 
Non^producing states, (4) p. 92 (6), Q. 680-1. 

Sale of surplus stocks to other nations (4) p 92 
( 6 ). 

Unilateral, (4) Q. 688-9. 

New Commonwealth Society, aims, objects and 
membership, (4) p. 91 (1), Q. 690-3, 698-9. 


j^iivate nianuracture or nationalisation, (4) pp. 91 
(2), 91-2, 94 (16), 95-6 (23), Q. 679, 684, 694. 


Defence : 

Expenditure : 

Fluctuations in time of peace : 
as Argument against nationalisation, Eankey 
(20) p. 588, App. pp. 610-1, 621. 

Effect of, on orders to government establish- 
ments and trade respectively, Eankey (20) 
p. 589, Q. 4337-40, App. pp. 611 (29), 624-5. 
larticulars of, Eankey (20) p. 688, App. pp. 
610-1, 623. 

Reasons for, Eankey (20) p. 588, App. p. 611. 
Imperial, pre-War system, Eankey (20) App. 
pp. 625-8. 

Re-arming programme : 

Government factories: 

Arguments against large extension of, instead 
of employment of private firms, Elies (21) 
Q. 4667-71, 4672, 4675-7; Townsend (21) Q. 
4671 ; Bovenschen (21) Q. 4676. 

Extensions, Townsend (21) Q. 4674. 

Gorarnment policy, Eankey (20) p. 586, App. p. 

Increase in number of firms, and question of posi- 
tion when abnormal conditions ease down, 
Eankey (20) Q. 4341-52. 
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Defence — cont. 

Re-arming programme — cont. 

Period required to make good deficiencies, 
Bovenschen (21) Q. 4641; Elies (21) Q. 4641; 
Henderson (21) Q. 4642; Jenkins (21) Q. 4643-5. 
Position as regards control of private industry, 
Hankey (22) Q. 4999. 

Source of supplies, and new factories, etc., 
Hankey (20) Q. 4413-6; (22) p. 689, Q. 4852-4. 

Defence Services t 

see also Admiralty, Air Force, Air Ministry, Army, 
Navy, and War Office. 

Armament firms’ relations with, League of Nations 
Union (1) App. p. 31; ArnoJd-Forster (2) p. 49; 
Pollitt (3) Q. 545; Hunter (3) App. pp. 77-8; 
Fenner Brockway (5) Q. 854-7; Jowitt (7, 8) p. 
140; Union of Democratic Control (7, 8) pp. 
201 , 202 . 

Orders by, no overlapping in peace time, Craoen 
(13, 14) Q. 2559. 

Supplies, present method, and advantages over 
Ministry of Supply, Llewellyn (18) Q. 4152-4. 

Departmental Evidence, see Official Evidence. 


Design, see Research, etc. 

d’Eyncourt, Sir Eustace H. T., Bart., K.C.B., F.R.S., 
LL.D., D.Sc.: (2) Q. 331-412. 

Armaments, international competition, (2) Q. 
373-98. 

Patents, (2) Q. 336, 352-5, 376-87. 

Private manufacture, during Great War, (2) Q. 
410-1. 

Private traffic in arms, obtaining of orders in 
foreign countries, (2) Q. 367-72, 399. 

State monopoly, disadvantages of, as compared 
with private manufacture, (2) Q. 336-60, 406-7. 

Warships, building of, for foreigners, (2) Q. 
400-3. 

Diolomatic and consular representatives, assistance to 
private firms, Cecil (1) p. 5, Q. 122, 122A; Hills 
(2) Q. 441-8; Arnold-Forster (2) p. 50, Q. 516- 
Pollitt (3) p. 71; Hunter (3) App. pp. 77, 78 
Union of Democratic Control (8) App. P- 202 
Noel Baker (10) Q. 1408-10, App. p. 260 (10). 
Explanation, Yapp (13, 14) Q. 2075-9. 

Disarmament: 

Agreement between nations of Europe, to remove 
dangers from armaments race, importance of, 
Davies (4) Q. 695-706. 

Armaments industry and press, influence of 
League of Nations Union (1) App. pp. 29^ 
Union of Democratic Control (8) App. P- 2</4 
Noel Baker (10) pp. 231-6, Q. 

1487-93, App. bp. 260-3, Q. 1428-34, 1487-93. 
Reply to allegations iu connection with, 
Lawrence (13, 14) Q. 1958-65; Craven (13, 14), 
Q. 2495-505; Hankey (22) p. 698, App. pp. 
726-7 734. 

Work of Conference, and of Committees, 1932, 
Cecil (1); Foreign Office (19) App. pp. 571-2, 
573-4. 

will Automatically follow establishment of effective 
system of collective security, Davies (4) p. 91 (o). 

International agreement: 

Current deterioration in international relations 
favourable to, Cecil (1) Q. 134-7. j j. i 
Effect on private manufacture and trade, 
Hankey (20) Q. 4357-8, App. p. 622 (12). 
Favoured, Noel Baker (10) Q. 1363. 

Need for to make system of control effective 
Cecil (1) Q. 36-9, 110-11; Sills (2) Q. 435 
ArnoJd-Forster (2) pp. 50-1, Q. 516, App. 
National Peace Council (2) App. p. 61; Noel 
Baker (10) Q. 1373, p. 237, App. pp. 265-7. 
would Reduce evils of state and private manu- 
facture of arms, Skiine Stevenson (19) App. 
p. 576 (17). 


Disarmament — cont. 

Permanent Disarmanent Commission : 

American proposals, Cecil (1) Q. 5, 28. 

as provisionally Amended by TJ.K. Delegation, 
Skrine Stevenson (19) App. pp. 581-2. 

Reason for non-setting up of, Skrine Stevenson 
(19) Q. 4270-1. 

Unilateral, opposition to, Nervhold (5) p. 140, Q. 
736-7, 813. 

Donop, Major-General Sir Stanley von, K.C.B., 
K.C.M.G., see von Donop, Major-General Sir 
Stanley, K.C.B., K.C.M.G. 

Dowding, Air Marshal Sir Hugh C. T., K.C.B., 
C.M.G., late Air Member for Research and 
Development, see Official Evidence. 

Drug Convention, 

working of, question of analogy as regards control 
of arms traflne, Courtney (1) Q. 213-6. 

Du Pont de Nemours Company: 

Agents, case of Mr. Giera, Ulitchell (15) Q. 2838-41, 
2926-8; McGowan (15) Q. 2929. 

Agreement with Imperial Chemical Industries, see 
under Imperial Chemical Industries. 

Letter from European representative Mr. W. N. 

Taylor, Jowitt (7) Q. 1042-55, 1064-8. 

Profits made hy, during the War, Marley (8) Q. 
1137. 

Subsidiary companies under control of, Noel Baker 
(10) App. pp. 302-3. 

Dunbar, Mr. A., see Vickers Limited and Associated 
Companies. 

Dyestuffs, see under Chemical industry. 

Efficiency, comparison of, under systems of private and 
Koveroment manufacture, Cecil (1) Q- 5o; 
d’EyncouH (2) Q. 336, 338-41 ; Woode (2) Q- 623 ; 
Addison (4) p. 81, App. p. 118 (72) ; ^omtt (7) 
Q. 1041 ■ TJnion of Democratic Control (8) App. 
pp. 20e! 207-8, 209; Noel Baher (10) Q. 1411, 
App pp. 270-1 (66-59); Geddes (llA) Q. 167-63; 
Uewettyn (18) p. 660; Bankcy (22) pp. 701-2, 
App. pp. 732-3 (159-167), 786. 

Electric Boat Company; . 

Correspondence with Sir Basil Zabaroff, see 
Zaharoff, Sir Basil. 

Relations with Vickers see under Vickers Limited 
and associated companies. 

Elies, Lt.-Gen. Sir Hugh J., K.C.B., K.C.M.G., 
K.C.V.O., D.S.O., Master ■ General of the 

Ordnance, see Official Evidence. 

English Steel Corporation, Ltd., inefficiency of, 
Jowitt (7) p. 142, pp. 144-5. 

Re-ply to, Craven (13, 14) Q. 2235-6, App. 10 
(pp. 413-8); E.S.C. (13, 14) App. (pp. 416-8). 

Equity Tribunal, necessity for establishment of, Davies 
(4) p. 91 (1). 

Expansion and elasticity: 

Comparison of possibilities under nationa- 
lisation and private manufacture, tecil 

(1) p 6; Hills, Loder (2) p. 39; Arnold-Forster 

(2) p 54 Q. 492-5, 508-10; Addison (4) Q. 636-56; 

Jowitt (7, 8) Q. 1041; Union of Democratic 
Control (7, 8) App. p. 206; von Sonop (9) Q. 
1330-3; Noel Baker (10) pp. 239-41, Q. 1396-404, 
1442, 1469-81, App. pp. 282-90, 297 (184), 
301 (198) ; Bacon (11) Q. 1511 ; Geddes (11^) 
Q 26, 75, 161, 170-1; Mayo (llA) p. 21; 
Vickers (13, 14) pp. 371, 374; Lawrence 

(13, 14) p. 347, Q. 2044; Lloyd George (18) p. u35, 
Q 3891-906, 3916; Llewellyn (18) pp. 549, 550, Q. 
4082-3, 4094-7, 4150; Hankey (20) pp. 587, 58^9, 
591, 593, 596, Q. 4383-5, App. pp. 610 (17), (19, 
611-2, 614-5, 616 (66), 617 (70), 621, 622, 625-33; 
War Office, Air Ministry, Admiralty (21) pp. 658 
661 (7, 8, 9), 663 (4-9, 14); Elies (21) Q. 4677. 
see also Armaments supply during War. 

Problem largely one of man-power, Lawrence (13, 
14) Q. 2123.' 
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Explosives, see under Chemical industry. 

Exports and export trade: 

see also under particular countries of destination. 
Abolition : 

Advocated, Pollitt (3) Q. 448, 651, App. p. 75; 
Fen/ner Brockway (5) Q. 845, 874-5, 883, App. 
p. 158; Jowiti (7, 8) Q. 1070; Union of Demo- 
cratic Control (8) App. p. 205; Llewellyn (18) 
pp. 550, 551, Q. 4072-7. 

Arguments against, Hanicey (20) p. 696, App pp. 
619-21. 

Non-producing countries, competition between 
governments of other countries for orders, 
Banlcey (20) p. 596, App. pp. 620 (100) (22) 
699, 728, 734-5. 

Non-producing states, position of, Hankey (20) 
pp. 595-6, App. pp. 618-21, 622 (22), 756. 
huge World expenditure on armaments on un- 
economical basis, Sankey (20) p. 596, App. 
p. 620 (97). 

by International agreement desirable, Llewellyn 
(18) Q. 4098-9, 4106-9. 

no Serious reactions on industry would result 
from, Jowitt (7) Q. 1041. 

Undesirable, Lloyd George (18) Q. 3998-9, 4040. 
Wider-spread manufacture by all nations would 
result. Vickers (13, 14) p. 372; I.O.I. (15) 
p. 443 (20); McGowan (15) pp. 445, 446, 
Q. 2873-4; Lloyd George (18) Q. 3999. 

Action under Arms Traffic (Conventions, Official 
Memorandum (12) App. p. 333. 

Advantages of, d’Eyncourt (2) Q. 399; Vickers 
(13, 14) pp. 372-3; McGowan (15) pp. 445, 446; 
from point of view of Imperial Defence, Sankey 
(20) pp. 593-4, 595, 596; Q. 4353-6, 4389-90, App. 
p. 618 (73, 74). 

alleged Increase of reserve capacity for expansion 
in time of war, reply to, Noel Baker (10) App. 
p. 281 (107) (109). 

to Keep trade going, etc., Adnniralty (21) p. 673 
(9, 10); Henderson (21) Q. 4743-4; Elies (21) 
Q. 4745. 

Reply to arguments, Noel Baker (10) p. 238, 
App. pp. 279-81. 

Retention of skilled personnel, etc., Sankey (20) 
App. pp. 611 (30), 612 (32). 
to Services, Henderson (21) Q. 4558-63; Jenkins 
(21) 4564, 4608-10; Dowding (21) Q. 4565-73, 
4600-1, 4606-7. 

in Stimulating trade, Hankey (20) App. pp. 
617-8 (72-74), 622. 

Aircraft, see under Aircraft. 

British firm manufacturing abroad, no control, 
Henderson (21) Q. 4551-7. 

Chemical industry, see that title. 

Comparison of, with exports from other countries, 
Hankey (2(1) p. 594, App. p. 648. 

Component parts for assembly abroad, question of 
possibility, Yat>p (13, 14) Q. 2092-4; Lawrence 
(13, 14) Q. 2095-7. 

Consumption of arms not increased by, Craven (13, 
14) Q. 2439-48. 

Control ; 

see also under Aircraft. 

American proposals as provisionally amended by 
United Kingdom Delegation, Skrine Stevenson 
(19) App. pp. 579-81. 

Foreign Office action. Official Memorandum 
(12) App. p. 334 (25, 26). 

International agreement for limitation of arma- 
ments essential, Arnold-Forster (2) p. 50, App. 
p. 61; Noel Baker (10) p. 237, App. p. 265. 
through League of Nations, advantages, 
Llewellyn (18) p. 550, Q. 4072-7. 

Legislation, history of, Official Memorandum 
(12) App. pp. 332-3, 335 (A). 

Modification of present arrangements, suggestion, 
League of Nations Union (1) App. p. 29. 
Necessary to prevent abuses, Laiorence (13, 14) 
p. 373, Q. 197^87; 

Post-War, Official Memorandum (12) App. 
pp. 332-3. 


Exports and export trade — cont. 

Control — cont. 

careful Regulation and conditions, need for 
without nationalisation, Lloyd George (181 
Q. 3999. ^ 

by Service Departments, Geddes (llA) Q. 59-61; 
Official Memorandum (12) App. pp. 334 
(27) 335 (35); Henderson (21) Q. 4548-57. ’ 

Destination, checks on, Brown (12) Q. 1752-5- Flynn 
(12) Q. 1761-2, App. p. 334 (22). 
to Dominions and other parts of the Empire, 
system, Brown (12) Q. 1777-80; Jenkins (12) 
Q. 1781. 

Embargoes, evasion, Cecil (1) Q. 164-9; Hills (2) 
Q. 439; Arnold-Forster (2) p. 51; Hunter (3) 
App. p. 77; Pollitt (3) Q. 535; Fenner Brockway 
(5) Q. 893-905; Jovntt (7, 8) Q. 1069, 1070, p. 148; 
Union of Democratic Control (8) App. p. 205; Ball 
(16) Q. 3451-5. 

Letter from du Pont to Imperial Chemical In- 
dustries, no action taken on, McGowan (15) 
Q. 2687-90, 2799-800. 

Nationalisation of manufacture would prevent 
attempts at, Lloyd George (18) Q. 4054-5. 
Possibility of, under agreements with ' affiliated 
bodies, Mitchell (15) Q. 2691-2; McGowan (16) 
Q. 2801-6. 

Encouragement of, policy re, War Office (21) p. 
663 (5) (9); Bovenschen (21) Q. 4636-9, 4657-9, 
4662, 4722; Henderson (21) Q. 4652-60. 
to Germany, see under Germany, 
through Government agency or board, suggestion, 
no advantage seen, McGowan (16) Q. 313^4. 
Government as traders : 

Desirability doubted, I.C.I. (15) p. 443 (20). 
Objections to, d’Eyncourt (2) Q. 406-7; Geddes 
(llA) Q. 81-3; Hankey (20) Q. 4417-22, p. 596. 
Reply to, Noel Baker (10) p. 239, Q. 1370-3 
App. pp. 294-5, 296 (181). 

Preferable to private trade, Ceci( (1) Q. 36-9, 
117-22A; Lloyd George (18) Q. 4016-8, 4041-4. 
Prohibition advocated, Fenner Brockway (5) Q. 
887-91, App. p. 168. 

Question of, Bacon (11) Q. 1500, 1564, 1681; 
Lawrence (13, 14), Q. 2014-8. 

Government subsidising of, no knowledge of, as 
regards Great Britain but possible in other 
countries, McGowan (15) p. 445. 

Increase, Jowitt (7) Q. 1070. 

fnternational aspect, Hankey (20) p. 595-6, App. 

pp. 618-21, 622. 

International code desirable, Lloyd George (18) 
Q. 3997. 

Licensing : 

Abroad, Skrine Stevenson (19) Q. 4283-92. 
American proposals, Courtney (1) Q. 176; Arnold- 
Forster (2) p. 52. 

Support urged, Courtney (1) p. 19; Hills, 
Loder (2) p. 39; Arnold-Forster (2) p. 51; 
Jowitt (7, 8) p. 149; Unjon .of Democratic 
Control (7, 8) App. p. 206. 

British system, Cecil (1) Q. 149-51; Arnold- 
Forster (2) pp. 50-1; Sills (2) Q. 452; Pollitt 
(3) App. p. 72'; Fenner Brockway (5) App. 
p. 157; Jowitt (7) Q. 1066-8; Union of Demo- 
cratic Control (8) App. pp. 203-5; Government 
Memorandum (12) App. pp. 333-4; Brown (12) 
Q. 1713-33; Elies (21) Q. 4538; Bovenschen (21) 
Q. 4538-9; Henderson (21) Q. 4653-6. 

Abolition of, advocated, Pollitt (3) Q. 548, 
App. p. 76. 

Applications to Board of Trade, status of officials 
dealing with, Brown (12) Q. 1832-4. 
Applications before order accepted or tendered 
for, possible objection to, but not if action 
universal, Napier (12) Q. 1735-6. 

Approved, Lawrence (13, 14) Q. 2158. 

Board of Trade consultation of other Depart- 
ments before grant of licence, practice re, 
Brown (12) Q. 1714-7, 1733, Official 

Memorandum (12) App. p. 334 (22). 

Board of Trade powers, question of origin, 
Brow7i (12) Q. 1709-12; Official Memorandum 
(12) App. pp. 333-4 (20, 21). 
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Exports and export trade — coni. 

Licensing — cont. 

British system — cont. 

Ci'iticisms of, Jowitt (7) Q. 1068-75; Union of 
Democratic Control (8) App. pp. 203-5'; 
Arnold-Forster (2) p. 61; Pollitt (3) p. 65, 
App. p. 72. 

Departments concerned, Brown (12) Q. 1713. 
Effect on trade, Napier (12) Q. 1773. 


Evasion: 

no Evidence found, and no knowledge of, 
Newhold (5) p. 146; Q. 803-4, 833-8. 
Possibility, Arnold-Forster (2) p. 51; Pollitt 
(3) Q. 635; Jowitt (7) Q. 1069, 1070; Union 
of Democratic Control (8) App. pp. 204-5; 
Ball (16) Q. 3451-8. 

Inquiry advocated, Arnold-Forster (2) 
p. 51. 

Power of, and measures by, Customs authori- 
ties to prevent, Flynn (12) Q. 1742-9, 
1756-7, 1784-8, 1824-7. 

Evils of system of private manufacture not 
removeable by, No^ Baker (10) p. 237, App. 
p. 265 (30). 

Forms of licence, Official Hemorandunij 
Brown (12) Q. 1703, App. pp. 338-9. 
possible Gaps stultifying effectiveness of, in- 
quiry suggested, Arnold-Forster (2) p. 51, 
Q. 491. 

Grant of licences, virtually, as matter of course, 
inquiry into question suggested, Arnold- 
Forster (2) p. 51. 

Improvements suggested, Jowitt (7) p. 147; 
Union of Democratic Control (8) App. p. 214; 
Broxon (12) Q. 1771-2; Napier (12) Q. 1773-4. 
Inquiries by exporters before accepting orders. 
Brown (12) Q. 1722-7; Official Memorandum 
(12) App. p. 335 (35). 

Licences, issue and refusal, numbers, Brown 
(12) Q. 1723, App. p. 335 (35); Official 
Memorandum (12) App. p. 340; Vickers 
(13, 14) p. 373. 

Neutral commodities. Slater (12) Q. 1769-70. 
Objects of, Official Memorandum (12) App. 
p. 335 (28). 

Open general licences, Official Memorandum 
(12) App. pp. 332 (10), 333 (21), 335 (29, 30), 
336-7 (C, D, E). 

Order in Council of 1931, Schedule to, Brown 
(12) Q. 1718-21, App. p. 344. 

most Component parts but not aircraft 
components covered by, Brown (12) Q. 
1790; Napier (12) Q. 1791; Slater (12) 
Q. 1792-3. 

“ Munitions of war ”, interpretation more 
widely than in, possibility, Brown (12) 
Q. 1775. 

Poison gas could be included, and at 
present export <^f, to Italy prohibited. 
Brown (12) Q. 1776. 

general Policy as to, Howard Smith (12) 
Q. 1737-41. 

Publicity : 

Advocated, Jowitt (7, 8) Q. 1070-4; Union 
of Democratic Control (8) App. pp. 204, 
205. 

Foreign customers would probably object, 
Lawrence, Yapp (13, 14) Q. 2111-9. 
possible Objections to, but not if action 
universal, Napier (12) Q. 1734-6. 
Regulations to give effect to international 
arrangements, Broion (12) Q. 1707-8; Official 
Memorandum (12) App. p. 333 (18). 
Revocation of licences at any time with or with- 
out reason. Brown (12) Q. 1728-33 ; Official 
Memorandum (12) App. p- 333 (22). 

Specific export licences : 

Articles for which licences required; 
Official Memorandum' (12) App. pp. 335 
(32), 335. , . 

Procedure, Official Memorandum (12) App. 
p. 334 (22). 


Exports and export trade — cont. 

Licensing — cont. 

British system — cont. 

Specific export licences — cont. 

Support of, l.C.l. (15) p. 443 (20); McGowan 
(15) p. 445, 446; Vickers (13, 14) p. 373. 

any Tightening of, would involve more strin- 
gent examination of exported goods and 
interference with trade, Flynn 1747-8, 
1828-31. 

Working of, Vickers, Ltd. (13, 14) p. 373. 

Ef&cient system, doubt as t5 possibility of, in 
every country, Cecil (1) Q. 5, 116, 143-4, 164-8. 

International disclosure, question of, l.C.l. (15) 
p. 443 (20); McGowan (16) Q. 3030, 5154-7, 
3163-4. 


Licensing of orders, question of, Geddes (llA) 
Q. 64-8 ; Lawrence (13, 14) Q. 2159-60. 
Nationalisation of manufacture would remove most 
of objections connected with, Lloyd George (18) 
Q. 3999, 4051-62. 

Objections to : 

see also under Private manufacture, 
a Contributory cause of wars, Lloyd George (18) 
Q. 4000-2. 

Reply to, Hankey (20) Q. 4391-401. 
Furtherance of wars and counter-revolution, 

Pollitt (3) Q. 531 App. pp. 71-2, p. 75. 
International distrust and unrest aroused, 
Jowitt (7) Q. 1041, p. 147. 

Intervention by government officials to promote 
sales in foreign countries, Arnold-Forster (2) 


p. 50. 

Possibility of arms being used against supplying 
country. Hills (2) Q. 446-9. 

Sale to foreign governments, disturbance of 
friendly relations between British and other 
governments, Hunter (3) App. p. 78. 

Sale of secret types abroad, Addison (6) Q. 917. 
Reply to, Geddes (llA) Q. 55-8; Townsend (21) 
Q. 4540-1; Henderson (21) Q. 4542-7, 4548. 
Use of British arms against British forces, 
Pollitt (3) Q. 534; Fenner Brockway (6) Q. 645, 
App. p. 156; Davies (4) p. 92 (5-7). 

Reply to, Bacon, (11) Q. 1508; Beid Young (13, 
14) Q. 2281-6, 2289; Craven (13, 14) Q. 
2287-8; Hankey (20) p. 595, Q. 4390, 4463-6, 
Api>. pp. 618, 622. 

Permission before acceptance of order, no objec- 
tion to, Laing (16) Q. 3127-8. 


of Prohibited goods, customs procedure on ex- 
portation, Flynn (12) Q. 1782-5; Official 
Memorandum App. p. 333 (23). 

Prohibition : 

Government power of, Brown (12) Q. 1703-5. 
during War period, Official Memorandum 
(12) App. p. 332 (7-9). 

Publicity, lack of, Jowitt (7) Q. 1069, 1070; Union 
of Democratic Control (8) App. p. 203-4. 

Reference of export orders to national armaments 
board, proposal, Carnegie (1) Q. 233-52. 

Small proportion of total output and loss of, nox 
an argument against abolition of private manu- 
facture, Noel Baker (10) p. 238, App. p. 279-80. 

to States preparing aggression or having violated 
international engagements by resort to aggressive 
war, prohibition advocated, Noel Baker (10) 
App. p. 265 (29), p. 301 (198). 

Statistics, Addison (6) Q. 991-2; Noel ^afeer (^) 
App. pp. 279-80 (101); Bacon (11) Q. 1500; 
Hankey (20) p. 594, App. pp. 647-8. 

Supply of information to international control 
board, possibility of. Brown (12) Q. 1835-6. 

United Kingdom as largest world exporter, role of, 
Pnllitf. O. 531, 534, App. p. 71. 


Fairey, Mr. C. R., M.B.E., F.R.Ae.S., see Society of 
British Aircraft Constructors, Ltd. 


Fairey Aviation Company: . , 

Belgian factory. Union of Democratic Control (7, 
8) App. p. 204; Fairev <"17) 0. .38.54-5 
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Falrey Aviation Company — cont. 

Chairman of, quoted, Arnold-Forster j^) p. 46; Noel 
Baker (10) Q. 1354. 

Explanation, Falrey (7) Q. 3749-50. 

Daily Mirror holding of shares in, Arnold-Forster 
(2) p. 48; Falrey (17) Q. 3748. 

Peruvian 'business, Arnold-Forster (2) p. 47. 

Denial of charges in connection with, Falrey 
(17) Q. 3746-8. 

Fell, Lieut. -Colonel L. F. R., D.S.O., O.B.E., 

F.R.Ae.S., M.I.Mech.E., see Society of British 
Aircraft Constructors, Ltd. 

Fenner Brockway, Mr. Archibald, representing the 
Independent Labour Party, (5) Q. 840-906, App. 
pp. 155-8. 

Armament firms: 

attempted Bribery of government officials, (6) 
Q. 845, 850, App. p. 155. 

Business practices, (5) Q. 845, App. p. 157. 
Connections with other industries and banking 
concerns, (5) Q. 845, App. pp. 156, 157-8. 
Control of press, (5) App. p. 156. 

Directors, etc., appointment of government offi- 
cials or ex-officers, (5) Q. 845, 851-7, App. 
pp. 155-6. 

Dissemination of false reports concerning mili- 
tary and naval programmes of various 
countries, (5) Q. 845, App. p. 156. 

Fomenting of war scares by, (5) Q. 845, 848-50, 
867-73, App. p. 155. 

International connections, (5) Q. 845, App. 
pp. 156, 157-8. 

Relations with service departments, (5) Q. 854-7. 
Supply of materials to both sides in wars (5) 
Q. 845, App. p. 156. 

Supply of war materials to countries when war 
condemned as act of aggression by League of 
Nations, (5) Q. 845, App. p. 157. 

Supply of war materials to other countries used 
against Britain in time of war, (5) Q. 845, 
App. p. 156. 

Arms, international limitation, (5) Q. 877. 

Exports : 

British licensing system, (5) App. p. 157. 
Embargoes, circumvention of, by American and 
British firms, (5) Q. 893-905. 
from United Kingdom, prohibition, (5) Q. 845, 
874-5, 883, App. p. 158. 

Germany, re-armament, (5) Q. 845, App. p. 157. 
International loans for war industries (5) Q. 845, 
846, App. p. 158. 

International rings and trusts, (5) Q. 845, 858-61, 
App. p. 156. 

Mulliner case, (5) Q. 848-50, 867-72, App. p. 155. 
Nationalisation, (5) Q. 845, 846, 877-85, 887-92, 
App. pp. 157-8. 

Profit-making motive, abolition of, in all war 
preparation, necessity for, and proposed methods, 
(5) Q. 845, 846, 861-6, 874-5, 883, App. pp. 157-8. 
Royal Commission and American Committee, 
powers of, (5) App. p. 155. 

U.S.A. : 

Arms Inquiry, (5) Q. 896-900, App. p. 155. 
Committee on Foreign Affairs, Inquiry, (5) 

Q. 894-5. 

Vickers : 

Agents, alleged cases of identity with “ Times ” 
foreign correspondents, (5) App. p. 156. 
International connections, (5) Q. 845 App 
pp. 156, 157-8. 

Workers, Committees and Councils, (5) Q. 845, 
863-6, App. p. 158. 

Firth, Messrs. Thomas, and John Brown, Limited: 
Advertising and soliciting for orders, no practice 
of, (16) p. 490. 

Agents abroad, Gh-ant (16) Q. 3279-81. 

Agreements with other firms. Grant (16) Q. 3273-7. 
Armament firms, fomentation of international 
disputes, reply to statement, Gram,t (16) p. 487. 
Armour, voluntary maintenance of plant for, and 
technical experts, by agreement with Admiralty, 
(16) p. 487; Grant (16) Q. 3304-5. 

Armour-piercing shell production, (16) p. 486. 


Firth, Messrs. Thomas, and John Brown, Limited— 

cont. 

Armour plate : 

Association among firms. Grant (16) p 487 
Q. 3308. 

Prices, method of fixing. Grant (16) 3306-9. 
Effect on, of State monopoly, (16) p. 487. 
Employees, average number engaged in each of 
years 1930 to 1934 on production of arms and 
munitions of war and other products. (161 no 
489-90. 

Failure to carry out promises during war Addison 

pp. no, 119. 

Reply to allegations, Grant (16) 3294-6. 

Foreign orders for armaments. Grant (16) p 486 
Q. 3278-88. 

History of, etc., (16) pp. 485-7. 

Interest in works abroad. Grant (16) Q. 3297. 

Iron and steel industry, association among firms. 
Grant (16) p. 487. 

Mulliner incident, Grant (16) Q. 3300-3. 

Plant that would be rediindant in event of state 
monopoly, estimated value, (16) pp. 488-9. 

Profits and loss for each of years 1930 to 1934, and 
division of, between arms and munitions and 
commercial work, (16) p. 489. 
no Solicitation of armament orders abroad and 
position as to sales abroad, (16) 'pp. 487,’ 490- 
Grant (16) Q. 3280-1, 3288-9. 

Torpedo Air Vessel Forgings agreement Grant (16) 
Q. 3273-6. 

Turnover, proportion of, in each of years 1930 to 
1934, representing arms and munitions of war, 
and proportions attributable to United Kingdom, 
British Empire and foreign orders, (16) pp. 487. 
488. ’ \ 

Woolwich, possibility of checking private firms 
costs with, Grant (16) (3) Q. 3310. 

Work of, during War, (16) p. 486-7; Grant (16) 

Q. 3294-6. 

Flynn, Mr. C. J., C.M.Q., Commissioner of Customs 
and Excise, see Official Evidence. 

Foreign Office: 

Evidence on behalf of, see Official Evidence (Mr. 

R. C. Skrine Stevenson). 

Memorandum, British armament firms and the 
Bolivia-Paraguay war, Eankey (22) App. pp. 
754-5. 

France : 

Attempts to prejudice British relations with, 
Newbold (5) p. 138, Q. 764-5. 

Explosive industry, McGowan (15) Q. 2679-86, 2787, 
2794; Eogers (15) Q. 2791, 2793, (16) 3044-5; 
Smith (16) Q, 3045-9. 

Friends Peace Committee, views represented by 
National Peace Council, Arnold-Forster, (2) Q. 
489 (p. 44), App. p. 60. 

Geddes, the Right Hon. Sir Eric, G.C.B., G.B.E., 
K.C.B.., LL.D.: (HA). 

Aircraft and aircraft industry : 

Civil, conversion for military purposes, (HA) 

Q. 175. 

Nationalisation, objections to, (llA) Q. 175. 
Private enterprise, advantages of, (llA) Q. 175. 
Reply to allegation of inefficiency, (HA) Q. 175. 
Tribute to, (HA) Q. 175. 

Armament firms and industry : 

Arguments for retention of private firms, (HA) 
p. 3, Q. 75-7, 144. 

Competitive tender system, (HA) p. 1, Q. 8. 

Mass production system, (HA) pp. 1-2, Q. 8, 

12, 16-24, 26-8, 78-80, 99-134, 164-6, Apps. 
pp. 28, 29, 30. 

Point at which article becomes warlike article, 
(HA), Q. 89. 

Prices, control, (llA) p. 1, Q. 62-4. 

• Armaments supply during War : 

Lewis gun, royalty payments, (HA) p. 2, Q. 93-7. 
Mass production, (HA) p. 2. 

Private manufacture, (HA) pp. 2-3, Q. 12-24. 
Rifles, (HA) pp. 2-3, Q. 16. 
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Geddes, the Right Hon. Sir Eric, G.C.B., G.B.E., 
K.C.B., LL.D.— coTii. 

Costing, (llA) Q. 149-66. 

Exports : 

Control, (llA) Q. 59-61. 

Licensing system for orders, (llA) Q. 64-8. 
Publicity for orders, (HA) Q- 69-70. 

Haddeld shell, (HA) Q. 56, 57. 

Laboratory arsenal scheme, (HA) p. 3, Q. 16, 
28-72, 78-80, 90, 98-107, 148, 167-70, 227. 

Mass production, proportion of brain workers and 
manual workers engaged in, (llA) Q. 277-80, 
282-4. 

Nationalisation : 

Arguments against, (llA) pp. 1-2, Q. &-H, 81-3, 
157-63. 

unless Universal, no object in, (HA) p. 3, Q. 81-3. 
Private manufacture, arguments for, (HA) p. 3, 
Q. 26, 75, 161, 170-1. 

Research and design, (HA) p. 3, Q. 75-7, 93-7, 
143-4, 167. 

Secrecy of design, safeguards, (HA) Q. 55-61. 
Woolwich Arsenal, (HA) Q. 28, 37, 7^. 

George, Rt. Hon. D. Lloyd, see Lloyd George, Rt. 
Hon. D. 


Germany : 

see also Mulliner case. 

Aircraft and engines, exports to, see under Aircraft 
and aircraft industry. 

Armament firms, position. Hunter (3) Q. 560. 

App. p. 72. 

Arms exports to, by Vickers Limited, Pollitt (3) 
App. p. 72. 

Explanation of statement, Lawrence (13, 14) 
Q. 1923. 

Industrial machinery, possible convertibility for 
munitions manufacture, Craven (13, 14) Q. 2100. 

Inter-Allied note to, 1925, Noel Baker (10) App. 
pp. 305-6. 

Law on war material, July, 1927, Noel Baker (10) 
App. pp. 292, 306-8. 

Naval programme, pre-War exaggeration in British 
press, etc., Lloyd George (18) p. 534, Q. 3881-90, 
3952-67, 3991-5, 4011-3. 

Naval rivalry with, pre-War, Arnold-Porster (2) 
p. 46, Q. 505-7; Fenner Brockway (5) Q. 867-73, 
App. p. 155. 

Nickel imports from Canada, 1933 and 1934, 
Pollitt (3) Q. 532-4, App. p. 72. 

Potash, dye and armaments industries, Hunter (3) 
Q. 560. 

Raw materials, British exports to, Pollitt (3) p. 63, 
App. p. 72; Fenner Brockway (5) App. p. 167. 

Re-armament of, Hunter (3) App. p. 78. 

British participation in, Pollitt (3) Q. 532, App. 
p. 72; Hunter (3) Q. 567-8, App. p. 78; Fenner 
Brockway (5) Q. 845, App. p. 157. 

Turret mountings, making of, in advance of laying 
down ships, pre-war, Bacon (11) Q. 1505-7. 


Government officials and ex-Government officials: 
as Directors of armament firms, Cecil (1) p. 3; 
Pollitt (3) Q. 534-6, App. p. 72; Hxtnter (3) p. 
78; Fenner Brockway (5) Q. 845, 851-7, App. 
pp 155-6; Jowitt (7) pp. 140-1; Union of Demo- 
cratic Control (8) App. 199-200; Bacon (11) Q. 
1530-1; Llewellyn (18) Q. 4125; Admiralty, Wor 
Office, Air Ministry (21) p. 682 (6). 

Employment by, and relations with, armament 
firms Cecil (1) PP. 3, 5; Amold-Forster (2) 
pp. 47, 48; Pollitt (3) Q. 545, App. p. 72 (7); 
Hunter (3) pp. 77-8; Jowitt (7, 8) pp. 140, 198- 
202'- Union of Democratic Control (7, 8) App. 
pp ’ 201 - 2 , 202; Noel Baker (10) pp. 258, 259, 
282 (III); Bacon (11) Q. 1611-4; Craven (13, 
14) p. 378; Lloyd George (18) Q. 4045-o0; 
Llewellyn (18) p. 550, Q. 4103-5; Admiralty, War 
Office, Air Ministry (21) p. 682 (6); Jenkins (21) 
Q. 4822-5, 4829; Henderson (21) Q. 4826-8; Elies 
(21) Q. 4822, 4830-2; Hankey (22) Q. 4945-6, 
p. 699, App. pp. 729, 736. 

Standard of British Crown Services, extract from 
report of Board of Enquiry appointed by Prime 
Minister, Hankey (22) pp. 753-4. 


Grant, Mr. Allan J., J.P., see Firth, Messrs. Thomas 
and John Brown, Limited. 


Great War: 

Armaments supply during, see that title. 

Origins of, Hankey (22) p. 693-4, App. p. 721-2 
(41-48). 

British documents on, Hankey (22) App. pp. 
745-8. 

Hadfield, Sir Robert, quoted, Arnold-Forster (2) p. 46; 
Pollitt (3) Q. 544; Hunter (3) App. p. 77; Noel 
Baker (10) Q. 1443; Henderson (10) App. p. 299. 


Hadfields, Messrs., Limited: 

Admiralty inspectors and examiners in works, 
Clerke (16) Q. 3236-41. 

Advertising, etc., practice re, Clerke (16) p. 484. 

Agreements with other firms, Clerke (16) Q. 3226-8. 

Assistance rendered to by Ministry of Munitions, 
Clerke (16) Q. 3225. 

Costs, comparison of, in private firms with Wool- 
wich, question of possibility, Clerke (16) Q. 3235. 

Employees, average number engaged in each year 
1930 to 1934 on production of arms and muni- 
tions of war and other products, Clerke (16) 
p. 483. 

History o£, Clerke (16) p. 482. 

Holdings of capital of other firms, and vice versa, 
Clerke (16) p. 484. 

Invention, reciprocity, agreement with Messrs. 
Firth but not with foreign firms as regards 
munitions, Clerke (16) Q. 3265-7. 

Plant, estimated value of, that would be ren- 
dered redundant in event of state monopoly, 
Clerke (16) p. 483. 

Profits and losses during each year 1930 to 1934, and 
proportion attributable to production of arms, 
Clerke (16) p. 483. 

Questionnaire from Royal Commission and replies. 
Clerke (16) pp. 483-4. 

Relief base armour-piercing shell, Noel Baker (10) 
p. 238, App. p. 275 (85), p. 279 (98B); Clerke 
(16), p. 482, Q. 3247-51. 

Sale abroad, Henderson (21) Q. 4542-7. 

no Secrets given away to foreigners, and position 
as to patenting and sale abroad, Geddes (HA) 
Q. 56, 57; Clerke (16) Q. 3242-6, 3252-64. 

Subsidiary companies, Clerke (16) p. 482 (11), 
Q. 3230-3 

Turnover, proportion in each year 1930 to 1934 
representing arms and munitions of war and 
proportion attributable to United Kingdom, 
British Empire and foreign orders, Clerke (16) 
p. 483. 

Work of, during War, Clerke (16) p. 482. 

Handley Page, Mr. F., C.B.E., F.R.Ae.S., see Society 
of British Aircraft Constructors, Ltd. 


Handley Page, Limited, references to, Cecil (1) p. 31; 
Noel Baker (10) p. 235. 

Hankey, Colonel Sir M. P. A., G.C.B., G.C.M.G., 
G.C.V.O., (20), (22). 

Air Force : 

Expansion, (20) Q. 4363, 4470. 

Peace-time supplies, sources of, (20) p. 587, 
App. pp. 610 (15), 621. 

Aircraft industry : 

Achievements during the War, (20) p. 593, App. 

pp. 615 (58), 632, 632-3, 634, 635-8. 

Design value of private industry, (20) p. 589, 
590, ’Q. 4373, 4439, App. p. 612 (35, 39). 
Exports, (20) pp. 591, 595, App. pp. 618 (73), 

Advantage of, in stimulating trade, (20) 
pp. 591, 595, App. p. 618 (73). 
Nationalisation, arguments against, (20) p. 588, 

App. p. 610 (20). _ 

Retention of, importance, (20) Q. 441o-6, App. 
p. 633 (47). 
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Hankey, Colonel Sir M. P. A., G.C.B., G.C.M.G., 
G.C.V.O. — cont. 

Armament firms : 

Improper influencing of policy of governments, 
reply to evidence, (22) p. 689, Q. 4929-33, App. 
p. 718 (20). 

Interference at Disarmament Conferences, etc., 
reply to evidence, (22) p. 698, App. pp. 726-7, 
734. 

Profits, control, (20) Q. 4444-53, 4467. 

Retention of certain amount of plant in working 
order and nucleus of skilled workers, import- 
ance of, (20) Q. 4241-56, App. p. 609 (10). 
Armaments and armament firm, definition ques- 
tion, (20) p. 586, Q. 4433-8, App. pp. 617-8, 622-3. 
Armaments supply : 

Centralised direction and co-ordination, need 
for, (22) App. p. 733 (167). 

Collaboration between private firms and govern- 
ment manufacture, (20) Q. 4336, 4387, 4468-70 
(22) Q. 5001-5. 

Contracts procedure, (22) App. p. 727 (103-108). 
Government control necessary in time of war, 
(22) Q. 5000, 5015. 

Industrial mobilisation, need for great schemes 
of, (20) p. 591, App. p. 614 (47) (48). 

Sources of, in future, (20) p. 593, App. pp. 616-7, 
621-2. 

Armaments supply during the War : 

First hand knowledge of, (22) Q. 5006. 

History of, (20) pp. 591-3, App. pp. 614-5, 
625-33. 

Private firms : 

Achievements of, (20) pp. 592, 592-3, App. 

pp. 615 (58), 628-9, 631-2, 633 (48). 

Allegations against, reply to evidence, (20) 
pp. 591-3, App. pp. 614-5, 625-33. 

Failure, causes of, (20) p. 592, Apps. pp. 615, 
626, 628, 629-30, 633, 638-9. 

Prices, exaggeration in criticisms re, 
(20) Q. 4450. 

from U.S.A., (20) pp. 595-6, App. pp. 619-20, 639. 
Arms traffic, the Pope and, in Crusading times, 
(22) p. 690, App. p. 736. 

Army, peace-time supplies, sources of, (20) p. 587, 
App. pp. 609-10, 621, 626 (5), 634. 

Bolivia and Paraguay war, British firms and, (22) 
p. 701, App. pp. 731-2 (153-155), 735, 754-5. 
Bribery of government officials, reply to allega- 
tions, (22) p. 698-9, App. pp. 727-9, 734. 

Civilian factories, adaptation in time of war, (20) 
p. 593, Q. 4386-8, App. p. 617. 

Defence : 

Expenditure, fluctuations in time of peace, par- 
ticulars of, and effect on orders to Govern- 
ment establishments and the trade, (20) 
pp. 588, 589, Q. 4337-40, App. pp. 610-1, 621, 
623, 624-5. 

Reconditioning programme, (20) p. 586, Q. 4341- 
4413-6, 4852-4, 4999, App. pp. 607 (1), (22) 

Disarmament, international agreement on limita- 
tion, question of effect on private manufacture 
and trade, (20) Q. 4357-8, App. p. 622 (12). 

Export trade, private : 

Abolition, question of, (20) Q. 4417-22, pp. 595-6, 
p. 596, App. pp. 619-21, 622, (22) 699, 728 
(120-127), 734-5. 

Advantages of, App. pp. 611 (30), 612 (32), 617-8 
(72-74), 622. 

Comparison of, with exports from other countries, 
(20) p. 594, App. p. 648. 

International aspect, (20) pp. 595-6, App. pp 
618-21, 622. 

Objections to, reply to evidence, (20) p. 595, 

Q. 4390-401, 4463-6, App. pp. 618 (75-79), 622. 
Smaller powers, position of, (20) p. 595, ’App. 

pp. 618-9, (22) p. 701, App. p. 732 (157). 
Statistics, (20) p. 594, App. pp. 647-8. 

Value of, from point of view of Imperial defence, 
(20) pp. 593-4, 595, Q. 4363-6, 4389-90, App. 
p. 618 (73, 74). 


Hankey, Colonel Sir M. P. A., G.C.B., G.C.M.G. 
G.C.V.O. — cont. * 

ex-Government officials, employment of, by arma- 
ment firms, (22) ip. 699, Q. 4945-6, App. ,p. 729 
(130, 131), pp. 735, 753-4. 

Great War, origins of, (22) pp. 693-4, App pp 
721-2 (41-48). it* 

British documents on, (22) App. pp. 745-8. 
Imperial Defence, pre-War system, (20) App pp 
625-6. 

Imperial Defence Committee, Principal Supply 
Officers Committee (20) App. p. 616 (21). 
Industrial conscription in event of war (22) 0 
5016-22. 

Japanese admiral, case of, (22) pp. 698-9, App. pp 
727 (109-111), 734. 

League of Nations : 

Covenant, Article 8 (5) ; 
alleged “ Grave objections ” and “ evil effects ” 
of private manufacture never investigated, 
(20) p. 586, App. pp. 607 (3), (22) 689, 690, 
Q. 4978, App. pp. 716-7 (10, 11, 14) 733, 
735, 737. 

Origin of, (22) pp. 690-1, Q. 4907-8, App. pp. 
716-7 (9-11), 733, 736-41. 

International Convention for the supervision of 
the international trade in arms and ammuni- 
tion, 1925, (20) App. pp. 622-3. 

Questionnaire : 

British Government replies, (22) p. 689, Q 
4925-8, App. p. 718 (20). 

Replies by different countries, (22) App. pp. 717 
(13) 733. 

Mulliner case, (22) pp. 695-698, Q. 4949-62, 4963, 
4965, 4969-77, App. pp. 724-5, 734, 748-51. 
Munitions, Ministry of, (20) p. 592, 593. 

Naval armaments, sources of peace-time supplies, 
(20), p. 587, App. pp. 609 (12), 621. 

Naval construction, (20) p. 587, Q. 4371-2, App. pp 
609 (12), 646. 

for Foreign countries, (20) Q. 4334, pp. 590-1, 
App. pp. 613 (41), 617 (71). 

Nationalisation, arguments against, (20) p. 587-8, 
App. pp. 610 (17, 18), 621. 
pre-War, (22) App. p. 751. 

during the War, (20) p. 592, App. pp. 630 (40), 
631. 

Nationalisation : 

alleged Evils would not be removed by, (22) p. 
689, p. 690, App. p. 736. 

National aspect of, (20) pp. 586-7, App. pp. 608-9. 
Objections to : 

Defence expenditure in time of peace, fluctua- 
tions, (20) p. 588, App. pp. 610-1, 621. 
Dislocation of supply during transition period, 
(20) p. 587, App. p. 610 (16). 

Non-producing states, position of, and question of 
neutrality laws, (20) pp. 695-6, App. pp. 618-21, 
622; (22) Q. 5011-2, App. p. 756. 

Obsolete arms, trade in, (20) Q. 4430-2. 

Ordnance Factories : 

Allocation of orders between trade and, 1908-9 
to 1912-13, (20) App. p. 634. 

Work of, (20) Q. 4366-70, 4372, App. pp. 609-10 
(14). 

Paris Peace Conference, prohibition of private trade 
in arms, British Government attitude, (22) pp. 
690, 691, App. pp. 737-41. 

Peace ballot, (20) Q. 4423-8. 

Position as witness, (20) Q. 4313, (22) Q. 4855. 

Press, influencing of public opinion through control 
of, by armament firms, reply to evidence, (22) 
pp. 699-700, App. pp. 729-30, 735, 735-.6. 

Private manufacture ; 

Arguments against retention of, replies to : 

Cause of war and unrest, (22) pp. 693-4, 695, 
App. pp. 720-2, 722 (53, 54), 733-4. 
Dissemination of false reports. Air Ministry 
note, (22) p. 697, App. p. 726 (92). 
Efficiency, (22) pp. 701-2, App. pp. 732-3 
(159-167), 735. 
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Hankey, Colonel Sir M. P. A., G.C.B., G.C.M.G., 
G.C.V.O. — cont. 

Private manufacture — cont. 

Arguments against retention of, replies to — cont. 

Elasticity and power of expansion, (20) pp. 588, 
591-3, 596, Q. 4383-5, App. pp. 610 (19), 
611-2, 614-5, 616 (66), 617 (70), 621, 622, 
625-33. 

Fomentation of war scares ana dissemination 
of false reports, (22) pp. 695-8, App. pp. 
724-6, 734. 

■Profit out of war, (22) p. 695, App. pp. 724, 
(67-72), 734. 

Prolongation of wars and supply of arms to 
both sides, (22) p. 701, App. pp. 731-2 
(153-158), 735. 

Public and private interests, conflict, (22) 
pp. 694, 695, Q. 4941-3, App. pp. 722-4, 734. 

Public opinion, (22) pp. 693, 695, App. pp. 720 
(34-37), 722 (53), 753. 

Secrecy endangered, (20) pp. 590, 613 (39-40). 

Shareholding by general public, etc., (22) 
pp. 694-5, App. pp. 723-4 (63-66). 

Solicitation or touting for orders, reply to 
evidence, (22) p. 700, App. pp. 730-1, 735. 

Summary of general case, reply to, (22) pp. 
692-3, App. pp. 719-20, 735-6. 

Arguments for retention of : 

Case for prohibition not established, (20) Q. 
4318-9, 4403-12, App. p. 621 (note), (22) Q. 
4855-8, 4904-6, 4981-2, 5023, App. pp. 716-7, 
734, 735-6. , 

would ibe Disastrous to Imperial defence, (20) 
Q. 4318, p. 596, Q. 4403-4; (22) p. 702, Q, 
4899-902. 

Impossibility while in throes of great programme 
for re-c6nditioning forces, (20) Q. 4318, p. 
587, p. 591, p. 596, Q. 4403-4, 4454-7, App. 
p. 610 (16). . 

Invention, research, design and development, 
(20) pp. 589-90, Q. 4373-8, 4439-43, App. 
pp. 612-4, 621, 646-7. 

Skilled personnel, retention in time Sf peace. 


(20) Q. 4379-82. 

Value to civilian industry, (20) pp. 590-1, Q. 

4854, App. pp. 613-4, 621. 

Essential, (20) pp. 593, 596, App. pp. 615-7, 621-2. 

Evidence to Royal Commission against, character 
of, (22) p. 692, App. pp. 718-9, p. 733, p. 735. 

French attitude with regard to, (22) Q. 4984-8. 

H M Government’s attitude with regard to, (22) 
p. 689, Q. 4896, 4929-40, 4989-91, App. p. 718. 

Grave objections, British Government not aware 
of, (22) p. 689, Q. 4925, App. p. 718 (20). 

Increase in number of contractors desirable, (20) 
p. 593, App. pp. 616-7 (66). 

International investigation, (22) Q. 5024-6. 

Moral issues, consideration by Royal Commission, 
suggestion, (22) p. 702. 

Objections of international character, British 
Government attitude, (22) p. 689, App. p. 718 
( 20 ). 

Propaganda against, and misrepresentation, (22) 
pp. 689, 690-2, Q. 4978-85, App. pp. 718-9, 733. 

Admiral Wemyss’ opinion,, reply to evidence re, 
(22) p. 691, Q. 4992-6, App. p. 717 (11). 

Research, (20) p. 590, App. PP. 613 (39) (5, 6), 

639-45. 

Rings and trusts, (22) pp. 701, App. pp. 731 (14o- 


152), 735. 

Royal Aircraft Factory, work of, (20) p. 635. 

Secrecy of design, etc., safeguards, (20) p. 590, 
App. p. 613 (39) (4). 

Shearer case, (22) p. 698, Q. 4877-81, p. 702, App. 
pp. 726 (98, 99), 727 (100), 734, 751-2. 

State organisation of industry in time of P®3.ce, 
essential, (20) pp. 593, 596, Q. 4359-65, 4458-62, 
App. pp. 616 (62), 617-21. 

Temporary Mixed Commission, 1921, proceedings, 
(22) pp. 689-90, pp. 691-2, Q. 4909-24, App. 
pp. 717 (12), 720 (37), 733, 743-5. 

Woolwich Arsenal, question of origin, (22) Q. 5007-9. 


Harmsworth, The Hon. Esmond, see The Newspaper 
Proprietors’ Association, Limited. 

Hartree, Mrs., on behalf of the National Council of 
Women, see National Peace Council and 
Associated Organisations. 

Harvey United Steel Company, Fenner Brockway (5), 
App. p. 156. 

Hawker Aircraft Company, references to, Cecil (1) 
p. 31; Union of Democratic Control (7, 8) p. 170; 
Noel Baker (10) App. p. 282. 

Hawkins, Mr. Ralph Giles, see Imperial Chemical In- 
dustries. 

Hemming, Francis, C.B.E., 

Organisation of scientific research and role of 
Government, Memorandum, Rankey (20) App. 

VII, pp. 639-45. 

Henderson, Vice-Admiral Sir Reginald 6. H., K.C.B., 
Third Sea Lord and Controller of the Navy, see 
Official Evidence. 

Hills, Major the Rt. Hon. John Waller, M.P., 
and Loder, Captain the Hon. John de Vere, M.P., 
on behalf of the League of Nations Union : (2) 

Q. 413-486. 

Aircraft industry, (2) Q. 427. 

American proposals and support of, (2) Q. 420 
(p. 138), 426, 429-32, 450-3, 465-74. 

Armaments, fear the primary cause, (2) Q. 420 
(p. 39). 

Exports, British licensing system, (2) Q. 452. 
International inspection, (2) Q. 420 (p. 38). 

Licence and control of private manufacture, (2) 
Q. 420, 432, 435, 470-4. 
see also American proposals. 

Loans to country on condition of purchase of 
armaments, (2) Q. 444-5. 

National Armaments Board, (2) Q. 458-64. 
Nationalisation : 

Government employment of private firms under, 
(2) Q. 423-0. 

Objections to, (2) Q. 420 (pp. 38-40), 421, 426, 
447-9, 454-5, 479-85. 

Nationalisation or control, League of Nations 
Union opinion, (2) Q. 417-9. 

Private manufacture ; 

Abuses of, realised, (2) Q. 475-8. 

Expansion in emergency, (2) Q. 420 (p. 39). 
Traffic in arms: 

Possibility of arms being used against supplying 
country, (2) Q. 446-9. 

Solicitation, (2) Q. 420 (p. 39), 433-5, 439^5, 468, 
472. 

Holloway, Mr. B. E., C.B., Director of Contracts, 
Air Ministry, see Official Evidence. 

Holton Heath cordite factory, low cost of production, 
Llewellyn, (18) p. 550, Q. 4126-8, 4168-79. 

Howard Smith, Mr. C., C.M.G., see Smith, Mr. C. 
Howard, C.M.G. 

Hungary, export of arms to, from Italy, February, 
1933, Runter (3) App. p. 78. 

Hunter, Mr. Neil Barclay, representing the British 
Movement against War and Fascism : (3) Q. 
556-569, App. pp. 77-8. 

Aircraft shares, rise m value, (3) App. p. H- 
Armament firms: a /o\ 

British, economic and political innuence, (o) 
Q. 560, App. pp. 77-8. 

Directors, (3) p. 78. 

Power to influence governments, (3) App. pp. 
77-8, 78. 

Profits, (3) App. pp. 77, 78. 

Shareholders, (3) App. p. 78. 
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Hunter, Mr. Neil Barclay — cont. 

Chaco war, (3) Q. 559, App. pp. 77, 78. 

China, wars in, (3) Q. 559, App. pp. 77, 78. 

Exports from United Kingdom, (3) App. p. 77. 
Germany : 

Potash, dye and armaments industries, (3) 
Q. 560-562. 

Re-armament, (3) Q. 567-8, App. p. 78. 

Private manufacture and trade, abolition, (3) 
Q. 560-6, App. p. 78. 

Imperial Chemical Industries, Limited; 
see also Chemical industry. 

Activities of, 1.0.7. (15) p. 439 (1-5), il7c(?ou;a7i (15) 
p. 443. 

Advertisements, practice re, l.C.I. (15); McGovxin 
Q. 2964-5; (15) App. pp. 468-9. 

Agents abroad : 

Appointment, etc., McGowan (15) Q. 2919-31. 
Remuneration system, l.C.I. (15) App. p. 469. 
Agreements and relations with Du Pont Co. : 
American Arms Inquiry references to, Cecil (1) 
pp. 31-2; Union of democratic Control (7, 8) 
p. 205. 

Indications of, Newbold (5) Q. 827. 

Inquiry into, suggestions as to, Arnold-Forster 
(2) p. 48. 

Nature of, and particulars re, McGowan (15) 
Q. 2592, 2826-7, 2849-51; Mitchell (15) Q. 262S- 
40, 2983-4; Laing (15) Q. 2852-4. 

Possibility of getting Germany in discussion, 
McGowan (15) Q. 2828-31; Mitchell (15) Q. 2832- 
43. 

Agreements with, and investments in, other firms : 
Information confidential, Cecil (1) p. 32. 

Nature of, etc., and reply to allegations, 
McGowan (15) Q. 2591-2, 2678, 2808-11, 2986-90; 
Bogers (15) Q. 2820, 2933-41; Mitchell (15) 
Q. 2985; l.C.I. (15) App. p. 467. 

Armaments industry, control of profits, McGowan 
(15) pp. 445, 446, Q. 2585-6. 

Armaments supply during War, (15) p. 440 (8-10) ; 

McGowan (15) pp. 444, 446, Q. 2995-6. 

Arms business, extent of, McGowan (15) Q. 2743-46; 
Mitchell (15) Q. 2744. 

Arrangement with Kuhlmann, Newbold (5) Q. 827; 
McGowan (15) Q. 2678. 

Bofors, relations with, McGowan (16) Q. 3080, 3099. 
Chemical industry : 

Chlorine production, McGowan (15) p. 442; 

Bobinson (16) Q. 3120-2. 

Co-operation of private enterprise with Govern- 
ment, importance of, (15) p. 443 (19); McGowan 
(15) p. 446, (16) Q. 3003. 

Explosives, Bogers (16) Q. 2969-74, 3006-8, 3041-3. 
Export trade, McGowan (15) Q. 2587-90 2593-6, 
2891-2, (16) Q. 3099-103, 3107-11; La,ing (16) 

Q. 3104-10. 

Exports of substances of potential use in manu- 
facture of war materials, prohibition, effect on 
l.C.I., McGowan (16) Q. 3150-3, App. p. 506. 
Nationalisation : 

Arguments against, (15) p. 442; McGowan (15) 
pp. 444-5, p. 446, Q. 2998-9, 3018-26, 3031-6, 
3050-2; Bogers (15) Q. 2969-74. 

Suggestions in event of, (15) p. 442; McGowan 
(16) p. 445. 

Poison gases, etc., (15) pp. 441, 442 (12), 
McGowan (15), Q. 2600-3, (16), Q. 3009, 3037-40; 
Bogers (16) Q. 3009-10, 3145-9. 

Potential war materials, exports, McGowan (15) 

Q. 2758-70. • 

Research, (15) p. 442; McGowan (16), Q. 2708-10. 
Competition with other firms, extent of, McGowan 
(16) Q. 3020-2, 3081-4; Bogers (16) Q. 3084-5, 
3093-5; Laing (16) Q. 3086-8, 3089-93, 3098. 
Conscription of industry in event of war, McGowan 
(15) p. 446, Q. 2712-7, 2726, 2727, 2731-3 (16) 

Q. 3027-9; Bogers (15) Q. 2717-26. 


Imperial Chemical Industries, Limited— cont. 

Cordite production by, Llewellyn (18) Q. 4091-3 
4176-9. ’ 


Slate racrories and private firms, (15) p. 440 
(10); McGowan (15) p. 446, Q. 2599; Bogers (15) 
Q. 2977-80. 

Directors, Pollitt (3) Q. 535. 

Effect on, of nationalisation of war supplies 
McGowan (16) Q. 3158-62. ' 

Efficiency of, Jowitt (7) p. 142, p. 145. 

Employees, average number engaged in each year 
1930-1934, on production of arms and munitions 
of war and other products, respectively, Boaers 
(15) Q. 2942-5; l.C.I. (15) App. p. 468. 

Expansion, capacity, McGowan (16) 2997, 3158-62- 
Bogers (16) Q. 3000-2. ’ 


Information confidential, l.C.I. (15) App. p. 467. 
Exports and export trade : 

Abolition, probable results, (15) p. 443 (20)- 
McGowan (15) p. 445, 446, Q. 2873-4. ' 

Advantages, of, McGowan (15) p. 445, p. 446. 
to Bolivia, Paraguay, Japan and China, 
McGo-wan (15) Q. 2734-40, 2771-9, App Z 
(p. 470); Mitchell (15) Q. 2741-2. 

Embargoes, evasion, Mitchell (15) Q. 2691-2- 
McGowan (15) 2801-6. ’ 

Letter from du Pont to Imperial Chemical 
Industries, McGowan (15) 0 2687-90 

2799-800. V / 

by Government, (15) p. 443 (20). 
through Government agency or board, McGowan 
(16) Q. 3132-4. 

Government subsidies or loans to countries for 
purchase of munitions, no knowledge of, in 
Great Britain, but possible in other countries, 

(15) p. 445, p. 446. 

Licences, international disclosure, (15) p. 443 
(20); McGowan (16) Q. 3030, 3154-7, 3163-4. 
Licensing system, support of, (15) p. 443 (20); 

McGowan (15) p. 445, p. 446. 

Military supplies, practice re, and licensing 
system, and question as to possibility of 
evasion, Mitchell (15) Q. 2645-9, 2655-7, 2665, 
2741-2, (16) Q. 3142-3; Laing (15) Q. 2650-4; 
McGowan (15) Q. 2658-77, 2739-40, (16) 

Q. 3141-2; Kawkins (16) Q. 3135-40. 

Permission before acceptance of order, Laing 

(16) Q. 3127-8. 

Publicity to orders from abroad, McGowan (16) 
Q. 3129-31. 

of Raw materials likely to be used in manu- 
facture of explosives and poison gas question 
of licence system, Bogers (15) Q.’ 2977-80; 
McGowan (16) Q. 3112-9; Bobinson (16) 
Q. 3120-3; Laing (16) Q. 3125-6. 

Shipment, procedure re, Hawkins (16) Q. 3135- 
40; McGowan (16) Q. 3141-2; Mitchell (16) 
Q. 3142-3. • 

Trade with China : 

Particulars re, system, etc., McGowan (15) 
Q. 2693-7, 2844-8, 2855-7, 2887-910; Laing 
(15) Q. 2698-706, 2780-2; Smith (15) Q. 2782-4. 
Supply of war materials at same time to 
Nanking Government in China and to Pro- 
vinces not in sympathy with, Arnold-Forster 
(2) p. 47. 

Trade with Japan, McGowan (15) Q. 2900-10. 
Factories, location of, McGowan (16) Q. 3013; 
Bogers (16) Q. 3014. 

Financial aspects, Union of Democratic Control, 
(8) App. p. 170, Figures 2A, 2B (following p. 214). 
Financial effect of war on, question of, Bernal (7) 

Q. 1114; Marley (8) Q. 1137. 

France, explosives and dye industries and Govern- 
ment explosives monopoly, McGowan (15) 

Q. 2679-86, 2787, 2794; Bogers (15, 16) Q. 2791-7 
3044-5; Smith (16) Q. 3045-9. ’ 

Mr. Giera, case of, McGowan (15) Q. 2929; Mitchell 
(15) 2838-41, 2926-7. 

Government official nominee on board, objection to 
proposal, McGowan (15) Q. 2762-5. 
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Imperial Chemical Industries, Limited — cont. 
Hotchkiss agreement, Cresswell (15) Q. 2641-3, 
2821-3. 

International connections, Fenner Brockway (5) 
Q. 845, App. pp. 158 (12); Jowitt (7) p. 145; 
Bernal (7) p. 155; Union of Democratic Control 
(8) App. pp. 196-7, Figures 2A, 2B (following 
p. 214). 

List of agreements, etc., cited by Union of Demo- 
cratic Control and reply to allegations, 
McGowan (15) pp. 443-4; Mitchell (15) pp. 
443-4; Q. 2611-44; I.C.I. (15) App. pp. 465-6. 
Particulars of companies mentioned in diagram 
of Union of Democratic Control, McGowan (16) 
Q. 3053-5; Mitchell (16) Q. 3056-78, App. pp. 
503-5. 

not a Monopoly, McGowan (16) Q. 3020-2. 

Munitions manufacture, full knowledge of, etc., 
by Government departments, 3/cCrouJa7i (15) 
p. 443. 

National Sulphuric Acid Association, (15) p. 441; 

McGowan (15) Q. 2784A-6. 

Nationalisation question, McGowan (16) Q. 3017 ; 

Lloyd George (18) Q. 3984-5. 

Nationalisation of whole of industry would be 
necessary, not only military part, McGowan (15) 
Q. 2746-61. 

no Party to “International Armaments Ring”, 
l.C.l. (15) p. 440 (6); McGowan (15) p. 446, 
Q. 2956-63. 

Permanent supervisory body for co-ordination of 
private manufacture, etc., suggestion, (15) pp. 
442-3; McGowan (15) pp. 445-6, Q. 2597-8, 
(16) Q. 3003. 

Plant, estimated value of, employed in production 
of arms and munitions of war that would be 
rendered redundant in event of establishment of 
State monopoly, McGowan (15) Q. 2605-6; I.C.I. 

(15) App. pp. 467-8. 

Plants for military explosives and small arms 
ammunition, maintenance of, for use in emer- 
gency at government’s request, but no subsidy 
received, I.C.I. (15) p. 439 (4); Bogers (15) 
Q. 2946-9. 

Poison gases, no manufacture and no research work, 
Bogers (16) Q. 3009, 3010, 3145-9; McGowan 

(16) Q. 3009. 

Privileged position of, Noel Baker (10) Q. 1443, 
App. p. 273 (/). 

Production of war materials and commercial 
articles, Fenner Brockway (5) Q. 845. 

Separation question, Bernal (7, 8) p. 154; 

McGowan (15) Q. 2746-51, 2787-98, 2951; Bogers 
2788-98. 

Profits, Eunter (3) App. p. 77. 

Increase, Pollitt (3) App. p. 73. 

Proi^ortion attributable to arms and munitions 
of war, I.C.I. (15) p. 439 (3) App. p. 468; 
McGowan (15) pp. 443, 446. _ 

Questionnaire from Royal Commission, and replies, 
I.C.I. (15) App. pp. 466-9; McGowan (15) 
Q. 2^4-11. 

Relations with German companies, Mitchell (15) 
Q. 2991; 3£cGowan (15) Q. 2991. 

Relationship with officials and ex-government 

officials, Pollitt (3) Q. 535, App. p. 72. 

Research work, McGowan (15) Q. 2711; Bogers (15) 
Q 2711. 

Selling organisation abroad, McGowan (15) Q. 2966; 

I.C.I. (15) App. p. 469. 

Shareholders, Pollitt (3) Q. 540-1. 

Personal statement by Rt. Hon. Sir John Eldon 
Bankes, (4) p. 79. 

Specific cases, reply to suggestions, Newbold (5) 
p. 137. 

Soliciting for orders, practice re, I.C.I. (15) App. 
p. 469. 

Soong, Mr. T. V., meetings with, McGowan (15) 
Q. 2879-86, 2912-8. 

Statement of evidence, (15) pp. 439-43. 


Imperial Chemical Industries, Limited — cont. 
Stimulation of demand for armaments, attempt 
to influence international conferences, etc., reply 
to insinuations, I.C.I. (15) p. 440 (7); McGowan 
(15) p. 444, Q. 2858-78, 2964^5. 

Structure of, and ramifications, Jowitt (7) p. 145; 
Bernal (7) p. 155; Union of Democratic Control 
(8) App. p. 191, Figure 2A (following p. 214). 
Subsidiary companies under control of, Union of 
Democratic Control (8) App. p. 204; Noel Baker 
(10) App. pp. 303-4. 

Supply of arms to other countries, denial of any 
base or improper motive, I.C.I. (15) p. 440 (6) ; 
McGowan (15) p. 444, Q. 2952-5. 

Turnover, proportion of , in each year, 1930 to 1934, 
representing arms and munitions of war, and 
proportion attributable to United Kingdom, 
British Empire and foreign orders, McGowan (15) 
Q. 2604-5; I.C.I. (15) App. pp. 467, 468. 

Utility to the state, and value of peace-time acti- 
vities in event of war, I.C.I. (15) pp. 440-2; 
McGowan (15) p. 444. 

Imperial Defence, pre-War system, Hankey (20), 
App. pp. 625-6. 

Imperial Defence Committee: 

Principal Supply Officers Committee, Sankey (20) 
App. p. 616 (61). 

Relations of Minister for the Oo-ordination of 
Defence with, Jenkins (21) Q. 4481-3; Elies (21) 
Q. 4516-7. 

Supply Board, functions of, and satisfactory per- 
formance of, Admiralty, War Office, Air Ministry 
(21) p. 650 (3); Elies Q. 4472-3, 4479-81, 4515-7, 
4529-30; Jenkins (21) Q. 4481. 

Imports, licensing: 

American proposal, Courtney (1) Q. 176; Arnold- 
Forster (2) p. 52. 

as provisionally Amended by United Kingdom 
Delegation, Skrine Stevenson (19) App. pp. 
579-81. 

British Government attitude, Skrine Stevenson (19) 
Q. 4277, 4310-2. 

Special licensing advocated, Noel Baker (10) App. 
p. 301 (198). 

Independent Labour • Party, evidence on behalf of, 
see Fenner Brockway, Mr. Archibald. 

Industrial mobilisation, preparation in time of peace 
advocated, Noel Baker (10) Q. 1362-4. 

Inspection of armaments supply: 

International : 

Essential, Eills, Loder (2) Q. 420 (p. 38). 
Objection to proposal, Craven (13, 14) Q. 2102. 
Recommendation, Jowitt (7, 8) p. 147; Union 
of Democratic Control (7, 8) App. p. 214; 
Noel Baker (10) Q. 1419; App. p. 301 (198). 
National, system, Carnegie (1) Q. 233-9. 
on the Spot : 

American proposals: Arnold-Forster (2) p. 52. 
Approved and advocated, Courtney (1) Q. 176; 
Union of Democrafic Control (8) App. p. 204. 
Attitude of countries at Geneva, Courtney (1) 
Q. 205-8; Arnold-Forster (2) p. 523; Skrine 
Stevenson (19) Q. 4219-34, App. p. 577 (27, 28). 
Difficulties in connection with, question of, Cecil 
(1) Q. 28, 77-83; Courtney (1) Q. 203-4, 209-12, 
219-20. 

would be Inconvenient and ineffective undei 
present circumstances, Skrine Stevenson (19) 
Q. 4304-9. 

Indispensability of, Arnold-Forster (2) p. 53. 
Verification at Geneva, Cecil (1) Q. 5, 28. 

International anarchy, removal of causes, need for, 
Arnold-Forster (2) p. 50; National Peace Council 
(2) p. 61. 

International conferences, attempts by financial, in- 
dustrial or other interests to bring pressure on 
government representatives at, Cecil (1) Q- 152-6. 
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International Convention for the Supervision of Traffic 
in Arms, 1925, see under League of Nations. 

International Friendship League, views represented 
by National Peace Council, Arnold-Forster (2) 
Q. 489 (p. 44) App. p. 60. 

international Navy, desirability of, Lord Davies (4) 
Q. 707-11. 

International Police Force: 

Agreement between nations of Europe, importance 
of, Davies (40) Q. 695-706. 

Air police force, advocated and proposals, 
Davies (4) pp. 95 (22), 96 (23); Noel Baker (10) 
Q. 1415-8. 

Aircraft factories, possible establishment under 
international authority, Davies (4) p. 93 (12). 
Armament fii'ms, future of, under, Davies (4) p. 94-5 
(19-21), Q. 721-5. 

Arms and ammunition should be supplied only 
to, with certain exception, Davies (4) p. 92 

(7) - 

Establishment only possible by stages. Lord Davies 
(4) p. 95 (22). 

Example of the Saar, Davies (4) Q. 717. 

French proposal, Davies (4) Q. 718-9. 

International advance with regard to idea of, 
Davies (4) Q. 720. 

Necessity for, Davies (4) pp. 91 (1), 92 (7). 
Proposal, Davies (4) pp. 91 (2), 95 (23). 

Question of manufacture by private firms or state 
factories immaterial, Davies (4) pp. 91 (2), 92 

(8) , 94 (16), 95-6 (23), Q. 679, Q. 684. 
Replacement and development, question of method 

and suggestion re rationing and distribution 
of orders, Davies (4) pp. 92-4 (9-10), 96 (23), 
Q. 682. 

Step towards measure of disarmament, Davies 
(4) p. 92 (9). 

International rings, see Rings. 

Invention, see Research, etc. 

Iron and steel industry: 

Armament interests and high speed steel alloys, 
Union of Democratic Control (8) App. Figure 3 
(following p. 214). 

Armament production in, Union of Democratic 
Control (8) App. pp. 173-5. 

Armament steel : 

Production : 

Nationalisation advocated, Marley (8) Q. 
1155-7. 

Segregation from production of commercial 
steel, possibility. Union of Democratic 
Control (8) App. p. 206. 

Ring, Union of Democratic Control (8) App. p. 
175. 

Use of, for commercial purposes, Marley (8) 

Q. 5000, 5015. 

Reply to, E.S.C. (13, 14) App. pp. 414, 415-6. 
Combination for control of prices, etc.. Craven 
(13, 14) Q. 1850-4, 2250-4; Dunhar (13, 14) Q. 
1901-5; Beinche (16) Q. 3179-81; Firth Brown 
(16) p. 487. 

English Steel Corporation, see that title. 

Government steel plants would be desirable, Noel 
Baker (10) 1435-7. 

Joint manufacture of commercial and armament 
steels in i^rivate factories, losses due to, 
Union of Democratic Control (8) App. pp. 207-9. 
Nationalisation necessary, Marley (8) Q. 1173-4; 

Union of Democratic Control (8) App. p. 210. 
Particulars of, description of processes, organisa- 
tion, etc., Union of Democratic Control (8) App. 
pp. 171-5. 

Reply to evidence, E.S.C. (13, 14) App. pp. 413-4, 
416-8. 

State ownership of entire industry, not suggested, 
Arnoldr-Forster (2) p. 54 Q. 491. 

Steel works, inspection of, by or on behalf of Com- 
mission, suggestion, Jowitt (7) Q. 1077. 

Italy, arms exports to, Noel Baker, (10) p. 295; 
Vickers Limited (13, 14) App. 15 (p. 425). 


Japan : 

Armaments supply to, Pollitt (3) Q. 531, 535; App. 
p. 71; Fenner Brockway (5) App. p. 157; Jowitt 

(7) Q. 1069, 1070; Union of Democratic Control 

(8) App. p. 204; Noel Baker (10) pp. 267 (38), 
295; Vickers (13, 14) App. p, 42.5. 

Embargo on arms for, action of government in 
regard to question, Cecil (1) p. 5. 

I-CJ- trade with, method, McGowan (15) Q. 2900- 

Mitsui case, Arnold-Forster (2) p. 60; Newhold (5) 
p. 138, Q. 740-4, 747-63, 790-1; Fenner Brockway 
(5) Q. 850, App. p. 155; Sankey (22) pp. 727 
(109-11), 734, 752-3. 

Comments on. Craven (13, 14) Q. 2270, 2480-2. 
Vickers Group interests in, (13, 14) p 350 
Lawrence (13, 14) Q. 1856, 1974-5; Craven (U' 
Q. 2279-80. ' 

Jenkins, Sir Walter St. □., C.B., C.B.E., Director 
of Contracts, Admiralty, see Official Evidence. 

Jonas, Mr., letter, Cecil (1) p. 4, Q. 146; Arnold- 
Forster (2) p. 46. 

Jones, H. A., Air Historian, Memorandum on the 
design and supply of aircraft, 1914-1918, Hankey 
(20) App. pp. 635-8. 

Jowitt, The Rt. Hon. Sir William, K.C., see Union of 
Democratic Control. 

Labour : 

Advantages of systems of nationalisation and 
private enterprise in connection with d’Eyn- 
court (2) Q. 336, 339-44, 348-51, 404; Addison (4) 
Q. 574, 592-8, 605; (6) Q. 962-3, 940-3, App. pp. 
109 (3, 4), 112-5, 118 (70); Lloyd George 
(18) pp. 535-6, Q. 3907-9, 4023, 4063-5; Llewellyn 
(18) p. 549; Hankey (20) Q. 4379-82. 

Conscription of, in event of war, question of, Lloyd 
George (18) Q. 3945-51; Hankey (22) Q. 5016-22. 
Position during the Great War, see under Arma- 
ments supply during the War. 

Laing, Mr. James, see Imperial Chemical Industries, 
Ltd. 

Lawrence, General The Hon. Sir Herbert A., G.C.B.: 
see also Vickers Limited and Associated Companies, 
panics. 

Quoted, Cecil (1) Q. 2 (p. 4) ; League of Nations 
Union (1) App. p. 29; Arnold-Forster (2) p. 
45; Pollitt (3) Q. 542, 545 (3), p. 77; Hunter 
(3) App. p. 78. 

League of Nations: 
see also Disarmament. 

Conventions, difficulty of working system, Cour- 
tenay (1) Q. 192-202. 

Co-ordination Commission, Foreign Office (19) App. 

pp. 570 (7) (12), 573 (4). 

Covenant, Article 8 (6) : 
alleged “ Grave objections ” and “ evil effects ” 
of private manufacture nevetr investigated, 
Hankey (20) p. 586, App. pp. 607 (3), (22) 
689, 690, 716-7, Q. 4978, App. pp. 733, 735, 737. 
Need for some provision for small powers, 
Hankey (20) p. 595, App. p. 618 (82). 

Origin of, etc., Lloyd George (18) Q. 3988-90, 
4027-33; Hankey (22) pp. 690-1, Q. 4907-8, 
App. pp. 716-7 (9-11), 733, 736-41. 

Work of League in regard to. Memorandum by 
Fotreign Office summarising, ,(19) App. pp. 
569-72. 

Historical sketch of work re arms manufacture 
and trade in arms, Skrine Stevenson (19) App. 
pp. 573-4. 

International Convention for the supervision of the 
international Trade in Arms and ammunition, 

1925: 

Extract from, Hankey (20) App. p. 622-3. 

Failure, reasons for, but change in attitude of 
U.S.A., Cecil (1) Q. 138-41. 

Ratification, position re, Skrine Stevenson (19), 

Q. 4212, 4213-4, App. p. 575 (18, 19). 


INDEX 


25 


League of Nations — cont. 

National defence expenditure, publicity, draft 
Convention, Shrine Stevenson (19) Q. 4298-303, 
App. pp. 583-4. 

Questionnaire of 1925 : 

Replies by different countries, Rankey (22) App. 
p. 717 (13), p. 733. 

Replies Of H.M. Government, Shrine Stevenson 
(19) Q. 4209-11, 4245-9, 4274-6, App. p. 574-5 
(13, 17); Rankey (22) p. 689, Q. 4925-8, App. 
p. 718 (20). 

Special Commission, work of, foreign Office (19) 
App. pp. 570-1, p. 573 (5). 

Temporary Mixed Commission : 

Proceedings of, and misrepresentation of, Rankey 
(22) pp. 689-90, pp. 691-2, Q. 4909-24, App. 
pp. 717 (12), 720 (37), 733, 743-5. 

Work of, etc., Fenner Brockway (5) App. pp. 
155; Noel Baker (10) p. 258; Foreign Office 
(19) App. pp. 569-70, 573 (3). 

Work re arms manufactui’e and trade in arms, 
H.M. Government attitude. Shrine Stevenson 
(19) App. pp. 574-7. 

League of Nations Union : 

Evidence on behalf of, see Carnegie, Colonel David, 
C.B.E., J.P., (1) Q. 232-319; Cecil of Chelwood, 
the Right Hon. Viscount, (1) Q. 174, App. 
pp. 28-32; Courtney, Miss K. D., (1) Q. 175-231; 
Hills, Major the Rt. Hon. John Waller, 
M.P., and Loder, Captain the Hon. John de Vere, 
M.P., (2) Q. 413-486; and Syrett, Mr. H. S., 
C.B.E., (1) Q. 420-330. 

Statement, (1) App. pp. 28-32. 

Licensing : 

of Exports, see under Exports, 
of Imports, see under Imports, 
of Manufacture, see under Control. 

Llewellyn, Captain L. E. H., C.B., O.B.E., R.N. 

(Retire<l) : (18) Q. 4069-4186. 

Armament fii-ms, employment of ex-government 

officials, (18) p. 550, Q. 4103-5, 4125. 

Armaments, definition, (18) p. 549. 

Armaments supply during the War, (18) p. 550, 
Q. 4094, 4141-3, 4150, 4154. • 

Cordite factories, (18) p. 550, Q. 4087-92, 4126-8, 
4168-79. 

Export trade : 

Control, (18) p. 550, Q. 4072-7. 

Private disadvantages of, and prohibition ques- 
tion, (18) pp. 550, 551, Q. 4072-7, 4098-9, 
4106-9, 4155-9. 

Imperial Chemical Industries, (18) Q. 4091-3, 
4176-9. 

Invention, design and research, (18) p. 550, 
Q. 4131-4, 4180-5. 

Ministry of Supply, (18) Q. 4152. 

Monopolies, (18) p. 550, Q. 4110. 

Nationalisation, scope of, (18) Q. 4100, 4145-9. 
Private manufacture : 

Abolition by international agreement, de- 
sirability, (18) Q. 4098-9, 4106-9. 

Advantages of, (18) p. 550, Q. 4078-81, 4165-6. 
Disadvantages, (18) p. 5^-1, Q. 4100, 4129-30, 
4134-44, 4161-2. 

Secrecy, (18) pp. 549, 551, Q. 4129-30, 4161-2. 

State manufacture : 

Advantages of, (18) pp. 549, 550, 551, Q. 4082-3, 
4094-7, 4111-9, 4129-34, 4150-1, 4160-2, 4180-5. 
Disadvantages, (18) pp. 549-50, Q. 4084-6. 

State unit capable of controlling any monopoly of 
the trade advocated, but not state monopoly, 
(18) Q. 4120-4. 

Woolwich Arsenal, (18) p. 550, Q. 4111-9, 4160, 
4163-7. 

Lloyd George, Rt. Hon. David, O.M., M.P.: (18) 
Q. 3861-4068. 

Aircraft industry, research and experiment, (18) 
Q. 3910-1. 

Armament firms ; 

Employment of ex-government officials, (18) 

Q. 4045-50. 

Shareholders, (18) p. 534, Q. 3912, 4007. 


Lloyd George, Rt. Hon. David, O.M., M.P. — cont. 
Armament shares : 

Increase in value on intimation of rearmament 
programme, (18) p. 534, Q. 3983. 

Trafficking in, prevention, (18) Q. 4007. 
Armaments supply during the War: 

Invention by government and private firms, (18) 

Q. 3925-31, 4034-9. 

Private manufacture, failure of, (18) pp. 535, 
536, Q. 3896-902, 3915-6, 3923-4. 

Export trade, (18) Q. 3997-4002, 4016-8, 4040-4, 
4051-62. 

German naval programme, pre-War exaggeration 
in British press, etc., (18) p. 534, Q. 3881-90, 
3952-67, 3991-5, 4011-3. 

Imperial Chemical Industries, (18) Q. 3984-5. 
Labour, conscription of, in event of war, (18) 

Q. 3945-51. 

League of Nations Covenant, Article referring to 
grave objections to private manufacture and 
traffic in arms, (18) Q. 3988-90, 4027-33. 
Munitions, Ministry of, (18) Q. 3921-2, 3933-7. 
Nationalisation : 

Advocated and arguments for,- (18) pp. 534, 
535-6, Q. 3865, 3891-911, 3916, 3987, 4003-6, 
4014-5, 4044. 

Collaboration of private manufacturers, (18) 
Q. 3871-6. 

Incentive to invention, etc., under, (18) Q. 4019- 

22 . 

Labour, training and supply, etc., (18) Q. 3907-9, 
4023, 4063-5. 

Manufacture of commodities other than arma- 
ments, (18) Q. 4066-8. 

Officials, availability of, (18) Q. 4024-6. 
of Raw materials, question, (18) Q. 3868-70. 
Scope of, (18) Q. 3866-7. 

Naval construction, pre-War, (18) p. 534, Q. 3881- 
90, 3952-67. 

Private manufacture, objections to, (18) p. 534, 
Q. 3878-90, 3913, 3981-3. 

Profit -motive, elimination, (18) Q. 3877-8, 4009-10. 
State organisation for control in time of peace, 
(18) Q. 3939-44, 3968-80. 

Tanks, development of, in Great War, (18) p. 535, 
Q. 3932, 4021. 

Loans for purchase of munitions: 

Cecil (1) Q. 96-8; Rills (2) Q. 444-5; Fenner Brock- 
way (5) Q. 845-6, App. p. 158; Jowitt (7, 8) 
p. 139; Union of Democratic Control (8) App. 
pp. 170, 202; Noel Baker (10) Q. 1424-5, App. 
pp. 260, (10) 295 (176). 

British proposal as to dealing with, Courtney (1) 
Q. 179. 

no Knowledge of, in Great Britain, but possible 
in other countries, McGowan (15) p. 445, p. 446. 
Need .for dealing with, and proposal, Fe7iner 
Brockway (5) Q. 845, 846, App. p. 158. 

Loder, Captain The Hon. John de Vere, M.P,, see 
Hills, Major the Rt. Hon. John Waller, 
M.P., and Loder, Captain the Hon. John de 
Vere, M.P., on behalf of the League of Nations 
Union, (2) Q. 413-486. 

McAra, Sir Thomas, see Newspaper Proprietors’ 
Association, Limited. 

McGowan, Sir Harry Duncan, K.B.E., Hon. D.C.L., 
Hon. LL.D., see Imperial Chemical Industries, 
Ltd. 

Machine tools, etc., see under Armaments supply 
during the War, 

Machine toots, structural steel, etc., manufacturers, 
private ownership with limitation of profits, 
proposal, Newhold (5) p. 141. 

McKinnon Wood, see Wood. 
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McLean, Sir Robert, see Society of British Aircraft 
Constructors, Ltd., (17) and Vickers Limited and 
Associated Companies, (13, 14). 

Marine engineering industry, particulars of, firms, 
etc., Jowitt (7) p. 145j Union of Democratic 
Control (8) App. pp. 176-7, 181. 

Marley, Lord, D. S. C., J.P., D.L., see Union of 
Democratic Control. 

Mayo, Major R. H,, O.B.E., M.A., Assoc. M. 

Inst.C.E., F.R.Ae.S.: (IIA). 

Aircraft and aircraft industry : 

Air Ministry contracts, (llA) Q. 187-202 231-6, 
243-4, 252. 

Civil : 

Conversion for military purposes, (llA) 
Q. 179-80, 203-18, 256-61. 

Divergence in design from military aircraft, 
(11 A) pp. 18, 20. 

Competition, (llA) Q. 199-202, 233-6, 252. 
Expansion, (llA) Q. 252, 271. 

Exports : 

Control iby Air Ministry, (llA) p. 21, Q. 18&-7, 
192-6. 

Particulars re, and value to industry, (llA) 
pp. 20, 21, 21, Q. 242. 

Mass production, (llA) pp. 19, 21. 
Nationalisation, arguments against, (llA) p 19 
pp. 19-20, 21, Q. 250-1. 

Private manufacture, arguments for, (llA) 
p. 20-1, Q. 188, 198, 248-9. 

Researcii, design and invention, (llA) pp. 18, 19, 
20, 21, Q. 188, 219-20, 222-6, 230-1, 248-9, 281. 
Royal Aircraft Establishment, (llA) Q. 264-70. 
Royal Aircraft Factory, (HA) p. 19, Q. 182-5, 
246. 

Secrecy, (HA) p. 21, p. 21, Q. 186-96, 221-2 
237-42. 

Shares, manipulation of, (HA) Q. 253-5. 

Skilled labour supply, (llA) Q. 262-3. 
Standardisation, (HA) p. 19. 

Medhurst, Wing Commander C. E. H., O.B.E., M.C., 

Directorate of Operations and Intelligence, Air 
Ministry, see Official Evidence. 

Miranda, Mr., position re, Ball (16) Q. 3460-70 
Q. 3474-5. 


Mitchell, Mr. Harold John, see Imperial Chemical 
Industries, Ltd. 


Mulliner case, Cecil (1) p. 4; Arnold-Forster (2) p. 46, 
Q. 505-7; Newbold (5) p. 138, Q. 780-4; Fenner 
Brocjiway (5) Q. 848-50, 867-72, App. p. 155; 
Jowitt (7) Q. 1041, 1042; Union of Democratic 
Control (8) App. p. 168; Uoel Baker (10) p. 230, 
Q. 1393-5, App. p. 261 (11) ; Bacon (11) Q. 1512- 
32; Grant (16) Q. 3300; Lloyd George (18) 534, 
Q. 3881-90, 3991-5. 

Admiralty note on, Hanlcey (22) pp. 748-61. 

Facts of, and reply to evidence re, Hankey (22) 
pp. 695-7, p. 698, Q. 4949-62, 4963, 4965, 4969-77, 
App. pp. 724-5, 734; Murray (22) Q. 4963-8, 
4975. 

Naval construction as result of information re- 
ceived, Bacon (11) Q. 1504-8, 1599. 

Report of position in Germany believed to have 
been absolute fact, Bacon (11) Q. 1521-2, 1578-81. 

Similar action taken by witness recently, Graven 
(13, 14) Q. 2267-9. 

Munitions, Ministry of: 

Armament firms attitude towards, Lloyd Georae Q81 
Q. 3922. 

Contracts and costs, report, Addison (6) Add. 
pp. 120-2. 


Munitions, Ministry of— conf. 

Cordite prices, reduction in, resulting from nego- 
tiations, May, 1916, Addison (6) App. p. 123. 

Economies effected by, Addison (6) App. pp. 125-6. 

Explosives Department, report on raw materials 
July, 1915, Addison (6) App. p. 124. ’ 

Minutes of meetings with contractors, January, 
1916, Addison (6) App. pp. 122-3. 

Minutes of proceedings of 6th fortnightly meeting 
with heads of departments, January, 1917 
Addison (6) App. pp. 126-34. ’ 

Period before first complete round of ammunition 
produced, von Donop (9) Q. 1225, 1229, 1315-6. 

Position at formation of, Addison (6) App. p. 109. 

Relations to War Office, and transference of 
functions, Addison (6) pp. 115-6 (49-61). 

Setting up of, reason for, Lloyd George (18) Q. 3921. 

Shadow Ministry, see under State control of 
armaments production in peace time, proposals. 

Staff, extent to which obtained from armament 
firms, Lloyd George (18) Q. 3933-7. 

System, Addison (4) Q. 674. 

Transfer of Ordnance Board and Inventions 
Branch from War Office to, Addison (6) Q. 1027, 
App. pp. 134-5. 

Work of, and results, Addison (6) Q. 908-12, 917, 
946-7, App. pp. 110-36; Eankey (20) pp. 692,’ 


Murray, Sir Oswyn A. R., G.C.B., Secretary to the 
Admiralty, see Official Evidence. 

Napier, Major C. S., R.E., General Staff, War Office, 
see Official Evidence. 

Napiers Limited, agreement with Junkers, Jowitt 
(7, 8) p. 197. 

National Armaments Board, see under State control 
of armaments production in peace time, proposals. 

National Co-operative Men’s Guild, views represented 
by National Peace Council, Amold-Forster (2) 
Q. 489, p. 44, App. p. 60. 

National Council for Equal Citizenship, views repre- 
sented by National Peace Council, Amold- 
Forster (2) Q. 489, p. 44, App. p. 60. 

National Council of Women: 

Evidence on behalf of, see Hartree, Mrs., (2) 
Q. 521. 

Views represented by National Peace Council, 
Arnold-Forster (2) App. p. 60. 

National Guild of Co-operators, views represented 
by National Peace Council, Arnold-Forster (2) 
Q. 489, p. 44, App. p. 60. 

National League of Young Liberals, views repre- 
sented by National Peace Council, (2) Q. 489, 
p. 44, App. p. 60. 

National Liberal Federation, views represented by 
National Peace Council, Arnold-Forster (2) 
Q. 489, p. 44, App. p. 60. 

National Peace Ballot, Cecil (1) p. 2, Q. 105-9, 133; 
Jlankey (20) Q. 4423-28. 

National Peace Council and associated Organisations: 

Policy of, support of, Hartree, (2) Q. 521; Perry, 
(2) Q. 622; Woods (2) Q. 623. 

Statement by, and evidence on behalf of : 

Aircraft, definition, question of purposes of 
nationalisation, Amold-Forster (2) p. 50, 
Q. 491. 

American proposals and support of, Arnold- 
Forster (2) pp. 51-3, Q. 611-3; App. p. 61. 
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National Peace Council and associated Organisations 
— cont. 

Statement by, and evidence on bebalf oi—cont. 
Armament firms : 

Connections with the press, Arnold-F orster (2) 
pp. 47-8, 48; App. p. 61. 

National and international rings, Arnold- 
Forster (2) pp. 48, 50. 

Relations with government services, (2) p. 47. 
Secret agreements for collusive tendering, 
Arnold-Forster (2) pp. 49-60. 

Share-holding by Ministers of the Crown and 
Members of Parliament, Arnold-Forster (2) 
pp. 47-8. 

Armour plate, agreement among firms as lo 
tenders, Arnold-Forster (2) p. 60. 

Battleships, Arnold-Forster (2) Q. 514. 

Exports, British licensing system, Arnold-Forster 
(2) pp. 50-1. 

International anarchy, removal of causes, Arnold- 
Forster (2) p. 60; App. p. 61. 

Licensing system, Arnold-Forster (2) pp. 50-1, 
Q. 516; App. p. 61. 

McKinnon Wood inquiry, Arnold-Forster l2) 
p. 54, Q. 492-5. 

Mulliner case, Arnold-Forster (2) p. 46, Q. 505-7. 
National Armaments Board, Arnold-Forster (2) 
p. 53. 

Nationalisation, Amold-Forster (2) Q. 516. 
Advocated, Arnold-Forster (2) pp. 53-5, Q. 515; 
Hartree (2) pp. 68-9; Woods (2) p. 59; App. 

p. 61. 

Reply to criticism, Arnold-Forster (2) p. 54, 
Q. 492-5, 508-10. 

Scope of, Arnold-Forstei* (2) pp. 54-5, Q. 491. 
Private profit, manufacture and trade for, evils 
of, Arnold-Forster (2) pp. 45-60; App. pp. 60-1. 
Private and public interests, conflict between, 
Arnold-Forster (2) pp. 45-6, 50; App. p. 60. 
Profit-motive, abolition, Arnold-Forster (2) pp. 
53, 54, 56. 

Solicitation, Arnold-Forster (2) pp. 46-7, App. 

p. 60. 

National Sulphuric Acid Association, 1.0.7. (15) p. 441; 
McGowan (15) Q. 2784A-2786. 

National Union of Teachers, views represented by 
National Peace Council, Arnold-Forster (2) App. 
p. 60. 

National Union of Women Teachers, views repre- 
sented by National Peace Council, Arnold-Forster 
(2) Q. 489, p. 44, App. p. 60. 


Nationalisation : , ■ 

see also under Aicraft industry and Chemical 
industry. 

not Adopted in Germany or France, Bingham (9) 
Q. 1346. 

Advocated, Cecil (1) Q. 5; Marley (8) Q. 1138, Q. 
40-6, 157; Arnold-Forster (2) pp. 53-5, Q. 515; 
National Peace Council (2) App. p. 61; Polhtt 
(3) Q. 648, App. p. 74; Lord Davies (4) p. 92 
(5), Q. 685; Addison (6) Q. 918-22; Jowitt (7) 
pp. 144-5; Noel Baker (10) Q. I486, App. p. 301 
(198) ; Lloyd George (18) Q. 534, Q. ^65, 3987, 
4014-5. , , 

if no International collective system evolved, 
Davies (4) p. 96 (23), Q. 685-9. 

Alternative work in form of peace-use commodities 
for government departments and armed services, 
suggestion, Noel Baker (10) Q. 1453; App. ip. 299 

no Analogy possible between Ministry of 
Munitions and state department under ordinary 
circumstances, Geddes (llA) pp. 1-2, Q. 8-11. 


Arguments against: n • * 

see also Arguments for retention under Private 
Manufacture. 

Armament firms relations with other firms abroad, 
from which information obtainable, would be 

lost. Bacon (11) Q. 1504. 


Nationalisation — cont. 

Arguments against — cont. 

“ Armaments ” definition difficulty, Admiralty, 
War Office, Air Ministry (21) pp. 668-9; 
Jenkins (21) Q. 4613-22. 

Reply to, Arnold-Forster (2) p. 54; Noel Baker 
(10) p. 238-9, App. pp. 290-3. 

Arms-producing capacity of the world would be 
increased. Bacon (11) Q. 1504. 

Reply to, Noel Baker (10) p. 239, App. pp. 
2956 (180, 191). 

Commercial firm in better position to discover 
what foreign firms and governments doing in 
way of design and manufacture. Bacon (11) 
Q. 1508. 

Competition, absence of, d’Eyncourt (2) Q. 336; 

Bacon (11) Q. 1504, 1582-7, 1618-32, 1677-80. 
Defence expenditure, fluctuations in peace time, 
Sanhey (20) p. 588, App. pp. 610-1, 621. 
alleged Difficulties of carrying through, and 
working, reply to, Noel Baker (10) pp. 239, 
241, App. pp. 296-301. 

Dislocation of production generally, and dupli- 
cation and insufficient employment of plant. 
Admiralty, War Office, Air Ministry (21) pp. 
659 (7, 8), 659 (10). 

Dislocation of supply during transition period, 
Bankey (20) p. 587, App. p. 610 (16). 
Economically unsound, l.C.l. (15) p. 442 (13); 
Pogers (16) Q. 3012. 

Efficiency would suffer, d’Eyncourt (2) Q. 336, 
338-41; Geddes (llA) Q. 157-63. 

Criticisms of efficiency, etc., of government 
departments and employes, reference to 
success of Post Office in reply to, Woods 


(2) Q. 523. 

Reply to Cecil (1) Q. 58; Noel Baker (10) 
Q- 1411. . ^ . 

Establishment would have to be maintained in 
peace time, and machinery would deteriorate, 
etc., von Donop (9) Q. 1330-3; Lawrence (13, 14) 
Q. 2014-29, p. 347; Vickers (13, 14) p. 373. 
Expansion in time of war. Bills, Loder (2) p. 39; 
Bacon (11) Q. 1511; Admiralty, War Office, 
Air Ministry (21) p. 658 (3), pp. 661, 663 (4-9) 
(14); Elies (21) Q. 4677; Bankey (20) p. 687, 


App. p. 610 (17). 

Reply to, Cecil (1) p. 6; Arnold-Forster (2) 
p. 54, Q. 492-5, 508-10. 

Expert staffs, breaking up of, reply to, Noel 
Baker (10) App. p. 300 (195, 196). 

Export trade, loss of. Bacon (11) Q. 15004, 
1564-8; Lawrence (13, 14) Q. 2060-3, p. 372. 
see also Exports. 

Financial, Bingham (9) Q- 1351; Bacon (11) Q. 
1S04, 1611, 1637.66, 1587, 1633-61, 1685-7 ; 
Lawrence, (13, 14) pp. 347-8, Q. 2047-3, 

2086-91; McOowan (16, 16) p. 442; Lloyd George 
(18) p. 636-6; Llewellyn (18) p. 649-50, Q. 4084; 
Eankey (20) pp. 687-8, App. pp. 610 (17, 18), 
621; Admiralty (21) pp. 660-3; War Office 


(Xi; pp. Doa-o. 

Reply to, Arnold-Forster (2) p. 54; Addison. (4) 
Q. 685-91, 667-67, (6) Q. 924, 928; Noel 
Baler (10) pp. 237-8, Q. 1442-61; App. 


P. 270-4. 

Government servants have no ambition or desire 
for increased responsibility and are afraid of 
making suggestions or mistakes, d’Eyncourt 

(2) Q. 336. 

Government trading, see under Exports. 


aoour: T 7 j 

Difficulties with, strikes, etc., reply to, Lloya 
George (18) Q. 4023. 

Distribution of, in event of long peace, diffi- 
culty, reply to, Addison (4) Q. 592-8. 

Skilled labour, deterioration and disappearance 
of, in long period of peace, reply to, 
Addison (6) Q. 962-3. 

Skilled men, difficulty in retaining or supplying 
sufficient number of, d’Eyncourt (2) Q. 336, 
339-44, 348-51, 368-9, 363-6. 

Unemployment, reply to, Lloyd George (18) 
Q. 4063-5. 
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Nationalisation — cont. 

Arguments against — cont. 
in Long period of peace manufacture would 
tend to become static and standardised, reply 
to, Addison (6) Q. 955-61. 

Non-producing countries, position of, Rills, 
Loder (2) Q. 420, 421, 447-9, 454-5. 

Reply to, Cecil (1) pp. 6-7; Arnold-Forster (2) 
p. 54; Noel Baker (10) p. 239, Q. 1461-7, 
App. pp. 293-5 (171-176), 296 (181). 

Position of Great Britain, Rills, Loder (2) p. 40. 
Q. 479-85. 

Reply to, Noel Baker (10) pp. 295 (178) 296 
(181). 

Problem would not be solved, Polliti (3) App. 

p. 74; Fenner Brockway (5) Q. 845, App..p. 158. 
Redundant machinery, Lawrence (13, 14) 0 
2064-71. 

Research invention and design : 
d’Eyncourt (2) Q. 336-7, 345-7, 355-7, 360-2; 
von Donop (9) Q. 1225; Bacon (11) Q. 1504, 
1607-14; Vickers (13, 14) pp. 372, 373. 
Patents taken out by government servants must 
be assigned to departments, and comparison 
with position in private firms, d'Eyncourt 
(2) Q. 336, 352-5. 

Reply to, Addison (4) Q. 578, 616-35, (6) Q. 
930-1, 974-8, 1027 ; Union of Democratic 
Control (8) App. p. 210. 

Rewards approved, Lloyd George (18) Q 
4019-22. 

Reserves of machinery required, Bacon (11) 
Q. 1511. 

Russia, where all factories government factories, 
would be placed in special position, Rills, Loder 
(2) Q. 420 (p. 39), 422. 

Small country obtaining armaments from another 
country bound to it by strong ties. Bacon (11) 
Q. 1508, 1569-74. 

Staff, government cannot pay adequate salaries 
to best men. Bacon (11) Q. 1508, 1614-7. 

State manufacture unenterprising, Xouirence 
(13, 14) p. 347, Q. 2030-5. 

State ownership of all industry involved and 
consequent objection to, Carnegie (1) O. 233 
283-5. . \ 

“ War potential ” of industry would be reduced, 
Admiralty, War Office, Air Ministry (21) p 
658 (3), p. 659 (10). 

Wars more easily stopped under system of control 
and licence. Rills, Loder (2) Q. 420 (p. 39). 
Arguments for : 

see also Arguments against retention under 
Private Manufacture. 

Concentration, Llewellyn (18) p. 549. 

Control over international system, Lloyd 
George (18) Q. 4044. 

Efficiency, Addison (4) Q. 964-5, 984; p. 81, App. 
p. 118 (72); Jowitt (7) p. 147; Union of Demo- 
cratic Control (8) App. pp. 209, 214; Noel 
Baker (10) App. pp. 270-1 (57-59); Llewellyn 
(18) Q. 4143. 

Expansion in emergency, Noel Baker (10) pp. 
240-1, Q. 1396-404, App. p. 283, pp. 288-90 
(145-152), p. 301 (198); Lloyd George (18) p. 
535, Q. .3891-906, ^18; Llewellyn (18) pp 549 
550, Q. 4082-3, 4094-7, 4150-1. 

Financial, Cecil (1) p. 6, Q. 57; Arnold-Forster 
(2) pp. 54, 55; Addison (4) p. 80, Q. 585-91, 
662-7, 928, 964-5, 984, App. pp. 110-2 (13-20), 
116-7 (55-61) ; Union of Democratic Control 
(7, 8) pp. 207, 208, 209; Noel Baker (10) pp. 
237-8, App. pp. 270-4; Llewellyn (18) p. 550 
Q. 4111-9, 4160. 

Reply to, E.S.C. ,(13, 14) App. 10. 

Government would not arm aggressors or indulge 
in illicit trade, Noel Baker (10) Q. 1390-1 Ann 
p. 267 (38). 

Incentive to fake or conceal defects on large scale 
eliminated, Llewellyn (18) p. 549. 

Industrial peace, Llewellyn (18) p. 649. 

Instruction of nPn-specialised engineering firms 
Noel Baker (10) App. p. 286-7 (133, 137) 
oaa \ 1 / 


Nationalisation — cont. 

Arguraent-s for — cont. 

Labour supply, Addison (4) Q. 598, 940-3; Lloyd 
George (18) Q. 3907-9, 4063-5, pp. 535-6. 
Location, etc., of factories, Llewellyn (18) p. 550. 
Militarism, tendency to. would be avoided, 
Marley (8) Q. 1137. 

Misunderstandings between nations, tendency 
would be avoided, Marley (8) Q. 1137. 
Planning of industrial mobilisation in advance, 
M. Pierre Cot quoted, Noel Baker (10) App’ 
p. 286 (132). 

Production of trial and experimental stores, etc., 
Llewellyn (18) p. 549. 

Profits resulting from war industries should be 
available to nation as a whole and not only to 
private shareholders, Mwley (8) Q. 1137. 
Programme dates of completion, etc., more likely 
to be adhered to, Lleivellyn (18) p. 549. 
Progress, better control over, Llewellyn (18) d 
549. 

Provision of information essential to proper 
check on costs, etc., Llewellyn (18) p. 549. 
Research, experiment, design and invention, 
Noel Baker (10) App. pp. 238, 277-8 (96-97); 
Lloyd George (18) p. 635, Q. 3908-11; 
Llewellyn (18) Q. 4131-4, 4180-6. 

Secrecy in progress in design, etc., Wood (7, 8) 
Q. 1079; Noel Baker (10) App. pp. 238, 278-9 
(98, 99); Llewellyn (18) pp. 549-51, Q. 4129-30, 
4161-2. 

a Valuable contribution to cause of peace, Lloyd 
George (18) Q. 4003-6. 

Vested interests whose prosperity depends on 
war and preparation for war, avoidance of, 
Lloyd George (18) p. 534. 

of Armaments sections of respective industries, 
possibility, Jowitt (7) p. 147; Union of Democratic 
Control (8) App. p. 214. 

new Arsenals, question of, Noel Baker (10) App 
pp. 272-3 (74-76). 

probable Attitude towards : 
of Manufacturers, Addison (6) Q. 969, 983. 
of Services, Addison (6) Q. 970, 1033-4. 

Balance of advantage, matters to be taken into 
consideration, Noel Baker (10) Q. 1374-81. 

Collaboration of private manufacturers for cer- 
tain essentials necessary, Lloyd George (18) 
Q. 3871-6. 

Combination of state with private manufacture 
preferable, von Donop (9) Q. 1264-9. 

Compensation of existing firms : 
would be Necessary, War Office (21) p. 663 (12) 
(13). 

Suggestion re, Fenner Brockway (5) Q. 892; Noel 
Baker (10), App. pp. 297-8 (185). 

Union of Democratic Control not prepared to 
make suggestions as to, Marley (8) Q. 1187-95. 

with Control system for marginal supplies, advo- 
cated, Addison (6) Q. 979, 1000. 

Cfest of buying out firms, Cecil (1) p. 6; Arnold- 
Forster (2) p. 54; Addison (4, 6) Q. 928; Noel 
Baker (10) pp. 272-3, 297-8; Lawrence (13, 14) 
p. 374, App. p. 403; McGowan (15) p. 442; Official 
Memoranda (21) pp. 660-3, 666-7. 

Difficulties in connection with, Cecil (1) Q. 170; 
Arnold-Forster (2) Q. 516; Fenner Brockway (5) 

Q. 845, App. pp. 157-8. 

Effects of, on touting, question as to, Addison 
(6) Q. 949-55. 

Evils outweigh advantages. Rills, Loder (2) Q. 420, 
p. 40. 

alleged Evils would not be removed by, Rankey 
(22) pp. 689, 690, App. p. 736. 

an Experiment, suggestion not agreed to, and 
reference to experience during late War, Addison 
(6) Q. 1002-13. 

Factories might manufacture other commodities 
than armaments for government purposes, but 
not for general market, Lloyd George (18) Q. 
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Nationalisation — cont. 

Franco-Danish-Polish-Spamsh memorandum laid 
before Disarmament Conference, Noel Baker (10) 

Q. 1448, App. pp. 293-4, 304-5. 

General views of Union of Democratic Control, 
Marley (8) Q. 1138-9. 

H.M. Government attitude, Skrine Stevenson (19) 
App. p. 575 (17). 

Government, employment of private firms under, 
question of. Hills (2) Q. 423-5. 

Government factories, type, situation, etc., recom- 
mendations, Union of Democratic Control (8) 
App. p. 209. 

Government orders to concerns not state-owned, 
work should be done on costings basis without 
profits, Fenner Brockway (5) Q. 845, App. p. 158. 
Impossibility, Bacon (11) Q. 1511. 

Inclusion of main producing countries necessary 
for effectiveness, Hills (20) Q. 426. 

Indian Empire, Dominions or Colonies, position 
under, Addiso7i (6) Q. 997-9. 
by International agreement : 

Desirability, Hills, Loder (2) Q. 450-2, p. 38; 
Noel Baker (10) App. p. 301 (198); Llewellyn 
(18) Q. 4098-9, 4106-9. 

Importance of, but advocated in England even 
in absence of, Cecil (1) Q. 29-35; League of 
Nations Union (1) App. p. 29. 

International law, change in, would be required 
and conception of neutrality would have to be 
reconsidered, Cecil (1) Q. 2 (p. 7), Q. 4; League of 
Nations Union (1) App. p. 29. 

League of Nations Union, opinion in, Cecil (1) 

Q. 5, 17-20, 61; League of Nations Union (1) 
App. pp. 28-9; Loder, Hills (2) Q. 417-9. 

Limitation of armaments desirable in connection 

with, Cecil (1) Q. 36-9, 110-11; League of Nations 
Union (1) App. p. 29; Noel Baker (10) Q. 1373, 
App. p. 266-7. 

proposed Method of effecting, Noel Baker (10) App. 
pp. 296-7. 

Moral difficulty not solved by. Hills, Loder (2) 

Q. 420, p. 40. 

National Armaments Board, see under State control 
of armaments production in peace time, proposals. 
National aspect of, Hankey (20) pp. 586-7, App. 
pp. 608-9. 

Non-producing states ; 

Pranco-Danish-Polish-Spanish memorandum laid 
before Disarmament Conference, Noel Baker 
(10) Q. 1448, App. pp. 293-4, 304-5. 
International convention for protection of, would 
be necessary, Addison (6) Q. 602, 990-1, 992-3. 
Position of, Cecil (1) Q. 117-22A, 170; Arnold- 
Forster (2) p. 54; Hills, Loder (2) pp. 28-9, 
Q. 420-1, 447-9, 454-5; Davies (4) p. 92 (6), 
Q. 680-1; Fenner Brockway (5) Q. 845, 846, 
App. p. 158; Noel Baker (10) p. 239, Q. 1368-73, 
1397, 1422, 1448-52, 1461-7, App. pp. 293-6 
(171-176), 296 (181); Lloyd George (18) 

Q. 3998-9, 4000; Hankey (20) pp. 595-6, App. 
pp. 618-22, (22) 699, 701, 728, 732, 734-5, 756. 
Officials, availability of, Lloyd George (18) Q. 

4024-6. 

Partial : 

see also State control of armaments production 
in peace time. 

Proposals for, criticisms. Admiralty, TFar Office, 
Air Ministry (21) pp. 658-9. 
in Peace, advocated, Noel Baker (10) Q. 1363. 
Period required to change over to, Addison (4) 
Q. 674. 

Political reasons for, urgency of, Noel Baker (10) 
p. 230, Q. 1379-81, 1412. 

Position on outbreak of war, Cecil (1) Q. 70-6, 112-3. 
not Practical politics, Syrett (1) Q. 320. 
Practicability of, Cecil (1) Q. 114-5; Union of Demo- 
cratic Control (8) App. pp. 206-10; Noel Baker 
(10) p. 230; War Office (21) p. 663 (4), Sovenschen 
(21) Q. 4663-5; Elies (21) Q. 4666. 

Reply to evidence, E.S.C., (13, 14) App. pp. 416-8. 


Nationalisation — cont. 

Pressure on behalf of workers to keep up employ- 

ment; /in\ n 

Danger of, over^-stated, Noel Baker (10) y. 

1440-1, App. p. 294 (176). 

Doubted, Marley (8) Q. 1196-200. 

Reply to, Lloyd George (18) 3981-3. 

Private firms might remove works to country not 
nationalised or enter into working agr^ment 
with firm in country not nationalised. Hills (2) 

Q. 426. 

Profit making by allied industries, motive would be 
ineffective to influence policy, Cecil (1) Q- 63-9. 
Profit making by government, safeguards against, 
Noel Baker (10) Q. 1370-3, 1419-25. 

Purpose of, Noel Baker (10) App. p. 290 (157-158). 

Raw materials : t /<? o\ 

Control of sources of, advocated, Jowitt (7, o) 
p. 147; Marley (8) Q. 1158-60; Union of Demo- 
cratic Control (8) App. p. 214. ^ 

not Necessary in time of peace, Lloyd George 
(18) Q. 3868-70. . 

State would become traders in armament steel, 
Marley (8) Q. 1140-6. 

Supply would not be a difficulty, Addison (6) 
Q. 966. 

Reserve of plant for emergency, question of labour, 
Lawrence (13, 14) Q. 2024-9. 

Resolutions of International Council of Women 
and National Council of Women in favour ot, 
Hartree (2) Q. 521. 

Sale of surplus stocks to other nations, no guaran- 
tee against, Davies (4) p. 92 (6). 

Sales under, Addison (6) Q. 994-6. 

Scope of, and point of application, 

Arnold-Forster (2) p. 54, Q. 491; Addison (4) 
Q. 574-6, 580-4, App. p. 117; Fenner Brockway 
(5) Q. 845, App. p. 158; Noel Baker (10) 
Q 1362-4 App. p. 298 (186-190) 300 (193A); 
Lloyd George (18) Q. 3866-7; ifeujellya (18) 
Q. 4100, 4145-9; Tfar Office (21) p. 663 (3). 
State should negotiate for acquisition of such 
private shops and plant as needed 
sate owners of others, Addison (4) Q. 601-2, (b) 
Q. 927-8. 

State-owned plant, possibility of making available 
to private iudusti-y, Arnold-Forster (2) pp. 54-5. 
Stocks held in reserve, obsolete, new developments 
rendering position no more difficult 
private manufacture system, Addison (4) Q. 668- 

73. 


reserve Supplv of machinery, question of, von 

Donop (9) Q. 1288-90. 

Approved, if necessary, Hunter (3) Q. 560-6, App. 
p. 78; Noel Baker (10) Q. 1372, 1385, 1412, 
1419, App. pp. 264 (26), 301 (198). 

Danger of private firms setting up factories in 
remote and backward countries without general 
agreement, Cecil (1) Q- 142. 

Independent Labour Party would support, 
Fenner Brockway (5) Q- 877-85. 

probable Influence on other countries, Hunter 
(3) Q 564; Davies (4) Q. 688-9; Fenner 
Brockway (5) Q. 883-5; Jowitt (7) p. 141; Noel 
Baker (10) Q. 1412-3. 

Participation of British concerns in war indus- 
tries abroad must be dealt with, Fenner Brock- 
way (5) Q. 845, App. p. 158. 

Possibility of, Cecil (1) Q- 29-35, 84-91. 

Transition period, position during, Cecil (1) 
Q. 84-91. 

unless Universal, no object in, Geddes (llA) 
p. 3, Q. 81-3. 

Naval armaments: 

Definition, Admiralty (21) p. 660 (1). 

Sources of supplies, Hankey (20) p. 587, App. 
pp. 609 (12), 621; Henderson (21) Q. 4681. 
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Naval construction : 

1925-1934, Craven (13, 14) App. p. 437. 
Arrangements between British firms engaged in, 
Craven (13. 14) App. p. 436. 

Comparative costs of. in H.M. Dockyards and in 
private yards. Admiralty (21) pp. 667-8; Render- 
son (21) Q. 4684-5, 4697, 4712-9. 

Control of construction and export, Jenkins (12) 
Q. 1811-2, 1837-41; Official Memorandum, App. 
p. 334 (24); Admiralty App. pp. 341-3. 

Design, procedure, Henderson (21) Q. 4688-93. 
Experimental work, and testing, Henderson (21) 
Q. 4694-6. 

for Foreign countries, Hanhey (20) Q. 4334, App 
p. 617 (71). 

Advantages of, d’Eyncourt (2) Q. 400-3. 

British government approval required, Jowitt 
(7) pp. 142, 145. 

Commandeering of ships, right of, Henderson 
(21) Q. 4706-10. 

Licence from Admiralty required, Henderson (21) 
Q. 4698. 

Post-war, Jenkins (12) Q. 1837. 
no Training of crews by Admiralty in connection 
with orders, except possibly the captain, 
Henderson (21) Q. 4699-702, 4711. 

Value of, Hankey (20) pp. 590-1, App. p. 613 
(41). 

Nationalisation : 

Advocated, Addison (4) (6) Q. 584, 926-8. 
Arguments against. Admiralty (21) pp. 660-1; 
Henderson. Jenkins (21) Q. 4624-33; Hankey 
(.20) pp. 587-8, App. pp. 610 (17, 18), 621. 
Undertaking of commercial work would be neces- 
sary to keep establishments employed an objec- 
tion to, Admiralty (21) p. 661 (10) (11) (12). 
Particulars as to industry, Jowitt (7) pp. 142, 145; 
TJnion of Democratic Control (8) Ann. pn 176 
177-8, 181. 

Private firms practice re, satisfactory Henderson 
(21) Q. 4740-2. 

Private yards, Noel Baker (10) App. p. 269 (47). 
Royal Dockyards, see that title. 

Sub-contracting, Henderson (21) Q. 4717-8. 
Submarines, value of private firms and navy co- 
operation, Bacon (11) Q. 1613. 
pre-War, and result of scares and propaganda, 
Lloyd George (18) p. 534, Q. 3881-90, 3952-67; 
Hankey (22) App. p. 751. 
during the War, Hankey (20) p. 592, App. pp. 630 
(40) 631; Jenkins (21) Q. 4781-2. 

Warships under construction and to be ordered, 
allocation between private and government yards, 
Hankey (20) p. 587, Q. 4371-2, App. pp. 609 (13), 

646. > FP FI V ,, 

Navy, position as compared with German at beginning 
of War, and advantages of information received 
through members of private armament firms, 
etc., Bacon (11) Q. 1504-8, 1517-32, 1596-9. 
Neutrality ; 

see aiso Non-producing states, position of, under 
Nationalisation. 

Convention Concerning Rights of Neutral Powers 
in Maritime War, Articles 6, 7, Hankey (22) 
App. p. 756. 

Question rather in state of flux, Hankey (22) 0 
5011-2. V ^ 

Reconsideration of conception would be necessary 
with nationalisation, Cecil (1) p. 7, Q. 4; League 
of Nations TJnion (1) App. p. 29. 

New Commonwealth Society, evidence on behalf of, 
see Davies, Lord, of Llandinam, (4) Q. 678-726. 

Newbold, Mr. J. T. Walton, M.A.: (5) Q. 727-839. 
Aeroplanes, trading in, (5) Q. 836-8. 

Armaments firms and industry: 

Contact of one group of capitalists in, with others 
at home and abroad, (5) p. 139, Q. 827. 
not Contributory factors in promotion of war 
scares, (5) p. 137, Q. 777-9. 


Newbold, Mr. J. T. Walton, M.A.— cont. 
Armaments firms and industry — conf. 
of Europe, international co-operation between 
(5) _Q. 801-4. 

Machines, technical improvement in since 1914 
(5) Q. 830-1. 

Press, ownership and influence of, by firms, lack 
of substance in suggestions and insinuations 
(5) pp. 137-8. 

not at present Primarily engaged in manufacture 
of arms, (5) Q. 769. 

progressively less Profitable to capital and less 
so to labour, (5) p. 139, Q. 738. 
Reorganisation, (5) pp. 140-1, Q. 732-8, 773-8. 
Shareholders, no incentive to increase trade in 
arms and discourage peace propaganda, fSl 
pp. 137-8. 

Transfer of skill from mechanic to machine (6) 
p. 139, Q. 738. 

Arms traffic, profit to be made by those engaged in 
buying and selling of metals, etc., (5) p 140 
Q. 770-2, 822-6. 

Bolivia and Paraguay, arms exports to, (6) Q. 804. 
Bribery question, (5) p. 138, Q. 740-4, 747-63 
785-91. 

Coke-oven and gas producer and similar equipment, 
provision of non-economic reserves, (6) p. 141 . 
Coventry engineering industry, p. 139. 
de Wendel, M., case of, (5) pp. 137-8, Q. 764. 805-6. 

821, 824. > » 

Disarmament, unilateral, (5) p. 140, Q. 736-7, 813. 
Exports from United Kingdom, (5) Q. 803-4, 833-8. 
France, attempts to prejudice British relations 
with, (5) p. 138, Q. 764-5. 

Machine tools, etc., private ownership and limita- 
tion of profits, (5) p. 141, 

Mulliner case, (5) p. 138, Q. 780-4. 

Nationalisation advocated on strategic and 

economic grounds, (5) p. 140-1, Q. 737, 767-8, 
817. 

Press, influencing by advertisements and subsidies. 

(5) p. 138, Q. 745. 

Private manufacture and trade, opposition to, 

motives and origin, (5) p. 140, Q. 764-6, 810-2. 
Raw materials: 

Accumulation of reserves by government, (5) 

pp. 140-1. ’ ^ ^ 

Control of, in British Empire, (5) 828-9. 

Reserve arms factories, state owned, scheme (5) 
pp. 140-1, Q. 732-5, 773-6, 818. ’ 

Rings between armament firms and others, question 
of, (5) pp. 138, 139, Q. 792-8, 807-9, 827. 
Vickers-Armstrong, ramifications of, (5) Q. 800. 

Newspapers, see Press. 

Newspaper Proprietors’ Association, 

Press, denial of connection with armament firms, 
and of influencing of policy by firms, (19) 0 
4193-201, App. p. 568. > ^ J 

Nickel ; 

see also Manufacturers’ Nickel Syndicate. 

Supplies of, and control exercised by armament 
firms over, Jowitt (7) p. 143-4; Beimal (7) p. 
155; Union of Democratic Control (8) App. pp. 
169, 174-5; Marley (8) Q. 1158. 

Reply to evidence, E.S.G. (13, 14) App. pp. 413, 


Nobel Dynamite Trust Company, Fenner Brockway 

(5) App. p. 156. 

Noel Baker, Mr. P. J., M.A.: (10) Q. 1353-1493, App. 
pp. 256-308. 

Aircraft : 

Industry, (10) App. p. 269 (47). 

Nationalisation, (10) Q. 1459-60. 

Military, abolition of private manufacture, (10) 
Q. 1459. ' ' ^ 

Sale to foreign countries, (10) d, 238 Aop. 
p. 279 (98B). ’ 

American proposals, (10) Q. 1466-7, App. pp. 266 
(28, 29), 301 (198). 
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Armament firms: i^nQin 

Agents, diplomatic support, etc., (10) Q. 14Utt-iU, 
App. p. 260 (10). 

Inter-locking directorships, (10) p. 268 (46). 
International connections, (10) p. 237, App. p. 

270 (50). . , , 

Ramifications and connections with other inctus* 

tries, (10) Q. 1392, App. p. 268 («). 

Reserve and idle plant, (10) p. 240, Q. 1443-5. 
Armament policy, international anarchy or 

organised disarmament and peace, (10) p. 237, 

Q. 1381-7, App. p. 264. 

Armaments : „ 

Definition, (10) App. p. 290 (155), 292, 305-8. 
Industry, as factor in national defence, (R>) 

Q. 1364-5, App. p. 296 (179). 

International limitation state monopoly might 
result from, (10) Q. 1446-7. 

Purpose of, (10) Q. 1360, App. p. 264 (2-). 
Armaments supply during (10) p. 240 

Q. 1396, 1411, 1473, App. pp. 271 (68-60), 272 
(71-73), 278 (98), 283 (114) 284-5, 286 (130, 131, 
133), 287-8, 

Aviation: , 

Civil and commercial, international control, (lU) 

Q. 1414-8, App. pp. 261-2. 

International police force, (10) Q. 1415-8. 

American proposals, (10) App. p. 301 (198). 

Evils of private manufacture not removable by, 
(10) p. 237, Q. 1454, 1455, App. pp. 265-6, 
267 (39). 

Private manufacture, (10) App. p. 265 (28, 29). 
Qualitative, (10) Q. 1388-9, App. p- 266 (32). 

Disarmament : . , , ci • i. 

Commission, Franco - Danish - Polish - Spanish 
memorandum, (10) Q. 1448, App. pp. 293-4, 
304-5. 

Conference, attitude of vested interests and 
press, (10) pp. 231-2, Q. 1415, 1428-34, 1487-93, 
App. pp. 260-3. 

by International Treaty favoured, (10) pp. 238-9 
Q. 1363, 1373, App. pp. 290-3. 

Du Pont de Nemours and Company, subsidiary com- 
panies, (10) App. pp. 302-3. 

British licensing system, (10) p. 237, App. p. 265 
(30). 

Reply to arguments for, (10) p. 238, App. pp. 
279-81. 

to States preparing aggression or having by resort 
to aggressive war violated international en- 
gagements, prohibition advocated, (10) App. 
pp. 265 (29), 301 (198). 

Exports or imports, licensing, (10) App. p. 301 
(198). 

Imperial Chemical Industries, Limited, subsidiary 
companies, (10) App. pp. 303-4 
Industrial mobilisation, preparation in time of 
peace, (10) Q. 1362-4. 

International rings and trusts, (10) App. pp. 258, 
259, 270 (50). 

Licensing and inspection, international system, 

(10) App. p. 301 (198). 

McKinnon Wood Committee, (10) p. 241, Q. 

1398-403, 1474, App. pp. 278 (98, 98A), 283 (114). 
Mulliner case, (10) Q. 1393-5, App. p. 261 (11). 
National Armaments Board, (10) Q. 1372, 1419, 
App. pp. 265 (28), 301 (198). 

Nationalisation: um 

Alternative work, possibility of, (10) Q. 14&d, 
App. pp. 299-300 (193, 194). 

Arguments against, reply to : 

increased Cost, (10) Q. 1397, 1442-5, pp. 237-8, 
App. pp. 270-4. 

Difficulties of working, (10) App. pp. 298-9 
(191-192), 299-301 (193-197). 


Noel Baker, Mr. P. J., M.A. — cont. 

Nationalisation — cont. 

Arguments against, reply to — cont. 

Efficiency, (10) Q. 1411. 

Government trading, (10) p. 239, Q. 1370-3, 
App. pp. 294-5 (176), 296 (181). 

Increase in arms-producmg capacity of the 
world, (10) p. 239, App. pp. 295-6 (179, 180), 

296 (191). ^ . 

Neutrality law, position of non-producing 
states, (10) p. 239, Q. 1461-7, App. p. 295 

(177) . 

Position of Great Britain, (10) App. pp. 295 

(178) , 296 (181). . , nm 

Technical difficulties of carrying through, (ID) 

pp. 239 , 241, App. pp. 296-8. 

Arguments for : 

Cost, (10) pp. 237-8, App. pp. 270-4. 

Efficiency, (10) App. pp. 270-1 (57-59) 

Expansion, (10) pp. 240-1, Q. 1396-404, 1442, 
1469-81, App. pp. 283 (114), 288-90, 301 (198). 

Instruction of non-specialised engineering firms, 

(10) App. pp. 286-7 (133_, 137} 2^ (143). 

Planning of industrial mobilisation in advance, 

(10), App. p. 286 (132). 

Research, experiment and design, (10) p. 238, 
App. pp. 277-8 (96-97) 278-9 (98B-99). 
new Arsenals, question of, (10) App. pp. 272-3 

Compen^tion for shareholders, (10) App. pp. 

297-8 (185). ^ ^ 

Definition of armaments, (10) p. 239, App. pp. 

Difficulties of defining armaments, reply to, (10) 
pp. 238-9, App. pp. 290-3. 

under Disarmament Treaty, advantagies, (10) 

App. pp. 266-7 (36-38). 

Government would not arm aggressSrs or in- 
dulge in illicit trade, (10) Q. 1390-1, App. p. 
267 (38). 

Government steel plants, (10) Q. 1435-7. 
Non-producing states, position of, (10) p. 239, 
Q. 1368-73, 1397, 1422, 1448-52, App. pp. 293-6 
(171-176), 296 (181), 304-5. 

Practicaibility of, (10) p. 230. 

Profit making and touting for orders by 
Government, safeguards against, (10) Q. 
1370-3, 1419-25. 

of Specialised plant with preparation for non- 
specialised production by private firms in time 
of war, suggestions, (10) Q. 1362-4, App. p. 
300 (193 A). 

Unilateral, desirability, (10) Q. 1372, 1385, 

1412-3, 1419, App. pp. 264 (26), 301 (198). 
Workers would not agitate for increase of arma- 
ments to provide employment, (10) Q. 1440-1, 
App. p. 294 (176). 

Patriotic societies, attitude of, and publicity to 
subscriptions and membership desirable, (10) pp. 

234-7, Q. 1492, App. p. 263. 

Private manufacture : 

Abolition: 

Advocated, (10) Q. 1486, App. p. 301 (198). 
Balance of advantage, matters to be taken into 
consideration, (10) Q. 1374-81. 
general Disarmament treaty necessary for, (10) 
Q 1373. 

by International agreement, desirability, (10) 
App. p. 301 (198). , ^ 'I 

International system of inspection and control 
necessary with, (10) Q. 1419. 

Political reasons, (10) p. 230, Q. 1379-81, 1412. 
Purpose of, (10) App. 290 (157-158). 
in Time of peace, advocated, (10) Q. 1363. 
alleged Advantages less important than generally 
supposed, (10) App. p. 301 (198). 

Arguments for, reply to : n r\ 

Competition between firms, (10) p. 237, Q. 

1482-5, App. pp. 268-70. 

Design, (10) p. 238, App. pp. 274-9. 
Expansion, (.10) pp. 239-41, Q. 1396-404, 1442, 
1469-81, App. pp. 282-90, 301 (198). 

' less Expensive, (10) pp. 237-8; App. p. 270-4. 

Reserve plant, (10) App. pp. 273-4 (78-79A). 
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Private manufacture — cont. 

Control and inspection by international com- 
missions, (10) App. p. 301 (198), 

Evils of, and objections to, (10) pp. 230-1 Q 
1366, 1372, 1405-6, 1426-33, App. pp. 258-9, 
260-1, 266 (35, 36), 282 (111), 301 (198). 
Government licensing, (10) App. p. 301 (198). 
Government responsibility for system of, (10) 
pp. 229-30, Q. 1407, App. pp. 259-60, 264 (21). 
Morality question, (10) p. 230, Q. 1384, App 
pp. 259-60 (9), 264 (25). 

Objections, sale of new ideas or inventions to other 
countries, (10) p. 238, App. p. 279 (98B), 
Public utility control, (10) Q. 1456, App. pp 267 
(38A, 38B), 301 (198). 

Vested interests and influence of, (10) p. 231 
App. p. 258-9. 

Single supply authority, (10) Q. 1457. 

Trusts, etc., (10) Q. 1392, App. p. 268 (44). 
Vickers Ltd., subsidiary companies, (10) App pp 
301-2. > ^ 

Warship construction, (10) App. p. 269 (47). 

Non-producing countries: 

Loans to, for purchase of munitions, see Loans. 
Position under Nationalisation of ai’ms industry, 
see under Nationalisation. 

North, Mr. J. D., F.R.Ae.S., M.l.Ae.S., see Society 
of British Aircraft Constructors, Ltd. 

Northern Friends Peace Board, views represented by 
National Peace Council, Arnold-Forster (2) 
Q. 489, p. 44, App. p. 60. 

Nye Committee, see Arms Inquii-y under United States 
of America. 

Obsolete arms, trade in, abolition question, Sankev 
(20) Q. 4430-2. 

Official evidence: 

Admiralty contracts procedure, (21) pp. 673, 681-2. 
Air Ministry, contracts procedure, (21) pp. 674, 

Aircraft and aircraft industry : 

Civil and military, extent of distinction ‘during 
process of manufacture and possibility of con- 
version, Slater (12) 1803^; Medhv/rst (12) Q. 
1805-8; Air Ministry (21) pp. 658-9; I>oxvding 
(21) Q. 4611-2. 

Construction of aircraft and engines in govern- 
ment factories, objections to, Air Ministry (21) 
p. 674 if), Dowding (21) Q. 4790-808. 
Experiment and design. Air Ministry (21) p. 674; 

Dowding (21) Q. 4790-808. 

Exports: Slater (12) Q. 1768, 1792-8, 1802 
1809-10, 1813-9. 

Licensing and control. Slater (12) Q. 1768, 
1818-9; Brawn (12) Q. 1800-1; Dowding (21) 
Q. 4574-9, 4697-605, p. 674. 

Re-sale and re-export, Dowding (21) Q. 4580-90. 

4607 ; Bovenschen (21) Q. 4607. 

Safeguards from national defence point of view, 
Dowding (21) Q. 4565-605, 4608. 

Life of aircraft, Dowding (21) Q. 4806-8. 
Nationalisation, Air Ministry (21) pp. 658-9, 
666-7. 

Obsolete aircraft, disposal of, Dowding (21) 

Q. 4784-9. 

Standardisation prospects, Dowding (21) Q. 4801. 
Armament Anns : 

Contact between service experts and, Townsend 
(21) Q. 4503. 

Subsidy to, for retention of reserve equipment 
Tfar Office (21) pp. 668-9 (paras. 5, 7). 
Armaments : 

Mass production and semi-mass production, pro- 
vision for, Elies (21) Q. 4493; Townsend (21) 

Q. 4494-514. 


Official evidence — cent. 

Armaments — cont. 

Production by government establishments and 
private firms, comparative costs of, War Office 
(21) pp. 668-9. 

Surplus stores, disposal of, Admiralty (21) 
p. 673 (par. 11); Bovenschen (21) Q. 4749-80. 
Bnbery, reply to allegations. Admiralty, War 
Office, Air Ministry (21) pp. 681-2, Bovenschen 
(21) Q. 4810-8; Henderson (21) Q. 4818- Elies 
(21) Q. 4833-4. 

Control : 

American proposals : 

and Attitude of Committee of Disarmament 
Conference, Shrine Stevenson (19) Ann 
pp. 574 (10), 576. 

Draft Articles as provisionally amended by 
United Kingdom Delegation, Shrine Steven- 
son (19) App. pp. 577 (29, 30), 577-83. 
Attitude of H. M. Government and proposals of. 
Shrine Stevenson (19) Q. 4250^2, 4272 4277-s’ 
4282, 4293-7, 4310-2, App. pp. 574, 575. 
Inspection on the spot : 

Attitude of H.M. Government, Shrine 
Stevenson (19) Q. 4219, 4230-4, 4304-9, App 
pp. 577 (27, 28). 

Attitude of countries at Geneva, Shrine 
Stevenson (19) Q. 4220-8. 

Licence to manufacture, H.M. Government 
attitude. Shrine Stevenson (19) Q. 4277-8. 
Publicity, American proposals, and attitude of 
H.M. Government, Shrine Stevenson (19) Q. 
4235-8, 4250-2, 4256-70, 4273, 4300-3, App 
pp. 575 (19), 576 (25), 577 (28). 

Defence, re-arming scheme, (21) Bovenschen (21) 
Q. 4641, 4675; Elies (21) Q. 4641, 4667-72, 4675-7; 
Henderson (21) Q. 4642; Jenhins (21) Q. 4643-5; 
Tovmsend (21) Q. 4671, 4674. 

Disarmament Conference, work of, and of Com- 
™if^es, Shrine Stevenson (19) App. pp. 571-2, 

Exports : 

Advantages of system to services, Henderson 
(21) Q. 4558-63; Jenkins (21) Q. 4564, 4608-10; 
Dowding (21) Q. 4565-73, 4600-1, 4606-7. 

Control : 

by Service Departments, Henderson (21) 0 
4548-57. 

Tightening, question of, (12) Q. 1747-8, 1828-31. 
Destination, checks on. Brown (12) Q 1752-5- 
Flynn (12) Q. 1761-2. 

to Dominions and other parts of the Empire, 
Brown (12), Q. 1777-80; Jenkins (12) Q. 1781. 
Importance of, to keep trade going, and policy 
re, Bovenschen (21) Q. 4636-9, 4657, 4662, 4722; 
Henderson (21) Q. 4652-60, 4743-4; Elies (21) 
Q. 4745; War Office (21) p. 663 (5, 9); 
Admiralty (21) p. 673 (9, 10). 

International Control Board, Brown (12) O 
1835-6. 

Licensing : 

Applications before order accepted or tendered 
for, Napier (12) Q. 1735-6. 

Component parts, Brown (12) Q. 1790; Napier 
(12) Q. 1791; Slater (12) Q. 1792-3. 

Efi'ect on trade, Napier (12) Q. 1773. 
Improvement of safeguards, need for inter- 
national agreement, Brown (12) Q. 1771-2, 
Napier (12> Q. 1773-4. 

“Munitions of war,” interpretation, Brown 
(12) Q. 1775. 

Neutral commodities. Slater (12) Q. 1769-70. 

Open general licence, prevention of evasion, 
Flynn (12) Q. 1742-9, 1756-7, 1824-7. 

System and policy, Brown (12) Q. 1706-33, 
1832-4; Smith (12) Q. 1737-41; Bovenschen 
(21) Q. 4663. 

Systems in other countries, Shrine Stevenson 
(19) Q. 4283-92. 

Poison gas, Brown (12) Q. 1776; Napier (12) 

Q. 1789. ^ V ^ 

Prohibited goods, categorie.s of, Brown (12) 

Q. 1718-21. 

Prohibition, power of, Brown) (12) Q. 1703-5. 
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Official evidence — cont. 

Exports — cont. 

Publicity question, Brovm (12) Q. 1707-8; Napier 
(12) Q. 1734-6. 

Raw materials and partly finished materials, 
Brown (12) Q. 1757-60, 1763-7; Jenkins (12) Q. 
1759. 

Revocation of licences, power, Brovm (12) Q. 
1728-33. 

Sale of secret type abroad, reply to allegations, 
Towrtsend (21) Q. 4540-1; Eenderson (21) Q. 
4542-8. 

Smuggling question, Flynn (12) Q. 1784-8. 
ex-Government officials, appointments on hoards of, 
and employment with armament firms, (21) 
p. 682 (6), Q. 4820-32. 

Imperial Defence Committee : 

Relations of Minister for Co-ordination of De- 
fence with, Elies, J enkins (21) Q. 4481-3, 
4516-7. 

Supply Board, Admiralty, War Office, Air 
Ministry, (21) p. 650 (3); Elies (21) Q. 4472-3, 
4479-81, 4515-7, 4529-30. 

Inventors in service of H.M. Government, 
Admiralty, War Office, Air Ministry (21) 
p. 684; Boioding (21) Q. •4835. 

League of Nations : 

Convention for Supervision of International 
Trade in Arms, etc., 1925, Shrine Stevenson 
(19) Q. 4212, 4213-4, App. p. 575 (18, 19). 
Co-ordination Commission, Shrine Stevenson (19) 
App. pp. 570 (7) (12), 573 (4). 

Covenant, Article 8 (5), work of League in re- 
gard to. Shrine Stevenson (19) pp. 569-72. 
National Defence Expenditure draft Convention, 
Shrine Stevenson (19) Q. 4298-303, App. 
pp. 583-4. 

Questionnaire, replies of H.M. Government, 
Shrine Stevenson (19) Q. 4209-11, 4245-9, 
4274-6, App. pp. 574-5 (15-7). 

Special Commission, Shrine Stevenson (19) App. 
pp. 570-1, 573 (5). 

Temporary Mixed Commission, Shrine Stevenson 
(19) App. pp. 569-70, 573 (3). 

Work re arms manufacture and trade in arms 
and H.M. Government attitude towards, Shrine 
Stevenson (19) App. pp. 573-7. 

Memoranda : 

Drawing up of, etc., Elies (21) Q. 4474-8. 

List of, (21) p. 687. 

shadow Ministry of Munitions, comments on pro- 
posals, .Admiralty, TFar Office, Air Ministry (21) 
p. 650 (par. 3). 

Mulliner case, Murray (22) Q. 4963-8, 4975. 

National Armaments Board, criticisms of proposal, 
.Admiralty, War Office, Air Ministry (21) 
pp. 652-3; Elies (21) Q. 4519-37. 

Nationalisation : 

Arguments against. Admiralty, War Office, Air 
Ministry (21) pp. 658-9, pp. 660-3, 662-3; 
Jenkins (21) Q. 4613-22; Elies (21) Q. 4677. 
Compensation of existing firms, War Office (21) 
p. 663 (par. 12) (par. 13). 

Partial, criticism of proposals. Admiralty, War 
Office, Air Ministry, (21) pp. 658-9. 

Practicable and possible for peace-time require- 
ments, TFar Office (21) pp. 663-4; Bovenschen 
(21) Q. 4663-5; Elies (21) Q. 4666. 

Naval armaments : 

Guns and gun mountings, source of supply, 
Eenderson (21) Q. 4681. 

Nationalisation of supply, arguments against. 
Admiralty (21) pp. 660-1; Eenderson, Jenkins 
(21) Q. 4624-33. 


Official evidence — cont. 

Ordnance factories : 

Allocation of work to trade and, TFar Office 
(21) p. 668 (2) ; Bovenschen (21) Q. 4720-1, 
4723-5; War Office (21) p. 673 (2). 

Process manuals, Townsend (21) Q. 4495-503, 
4504, 4508-10. 

Research and experimental work, Townsend (21) 

Q. 4494-5. 

Work of, TFor Office (21) p. 673 (2, 3). 

Permanent Disarmament Commission, Shrine 
Stevenson (19) Q. 4256-8, 4270-1. 

Private manufacture : 

Essential, TFar Office, (21) p. 663 (9). 

Opinion of H.M. Government, Shrine Stevenson 
(19) Q. 4210-1, 4245-9, 4274-6, App. pp. 574-5 
( 15 > 17 ). 

Private manufacture and export, opinion of com- 
mittees, etc., of League of Nations, Shrine 
Stevenson (19) Q. 4279-82. ^ 

Admiral Wemyss’ opinion, Murray (22) Q. 4997, 
App. pp. 741-3. 

Raw materials, supply from abroad, Admiralty, TT^or 
Office, Air Ministry (21) p. 649 (1). 

Research laboratory, comments on suggestion, 
Admiralty, TFar Office, Air Ministry (21) p. 650 
(4); Elies (21) Q. 4484-93; Townsend (21) Q. 
4494-514. 

Reserve government factories, comments on pro- 
posals, Admiralty, TT'ar Office, -4ir Ministry (21) 
pp. 649-50 (2). 

Royal Dockyards, work of, Admiralty (21) p. 668; 

Eenderson, Jenkins Q. 4624-31, 4686-7. 

Secrecy of government designs under private 
manufacture, Admiralty, War Office, Air Min- 
istry (21) pp. 685-6; Eenderson (21) Q. 4836-41; 
Jenkins (21) Q. 4842; Goombes (21) Q. 4848-50, 
Q. 4836-50. 

Shipbuilding industry, position, Admiralty (21) 
p. 660 (4); Jenkins (21) Q. 4626, 4631. 

Soley Armament Company, agreements, Bovenschen 
(21) Q. 4746-80. 

Touting for orders, under system of private manu- 
facture and under state monopoly, Shrine 
Stevenson (19) Q. 4246-9, 4253-5. 

War Office, contract procedure, (21) pp. 673-4, 
681-2. 

Warship building ; 

Design, experimental work and testing, Eender- 
son (21) Q. 4688-93, 4694-6. 
and Export, control, Jenkins (12) Q. 1811-2, 
1837-41. 

in H.M. Dockyards and in private yards, com- 
parative costs. Admiralty (21) pp. 667-8 ; 
Eenderson Q. 4684-5, 4697, 4712-9. 

■by Private firms, Henderson (21) Q. 4740-2. 
for Foreign countries, Jenkins (12) Q. 1837; 
Eenderson (21) Q. 4698-711. 

Sub-contracting, Eenderson (21) Q. 4717-8. 
during the War, Jenkins (21) Q. 4781-2. 
Woolwich, question of giving more work to the 
trade in order to reduce need for export trade, 
and giving alternative work to, Bovenschen (21) 
Q. 4725; Townsend (21) Q. 4727-34. 

Women labour, non-employment. Townsend (21) 
Q. 4735-8; Bovenschen (21) Q. 4739. 

Ordnance factories: 

Allocation .of work to trade and, Hankey (20) App. 
p. 634; TFar Office (21) pp. 668 (2), 673 (2); 
Bovenschen (21) Q. 4720-1, 4723-5. 

Contact with armament firms, Townsend (21) Q. 
4503. 

Cost of production in, comparison with cost of pro- 
duction by private firms, TFar Office (21) pp. 
668-9. 

Process Manuals, preparation of, for armament 
manufacturers, Townsend (21) Q. 4495-503, 4504, 
4508-10. 
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Ordnance factories — conf. 

Research and experimental work, Townsend (211 
Q. 4494^. 

Scope of manufacture by, Townsend (21) Q. 4505-7, 
4511-3. 

Woolwich Arsenal, see that title. 

Work of, War Office (21) p. 673 (2) (3); Hankey 
(20) Q. 4366-70, 4372, App. p. 609-10 (14). 

Page, Mr. F. Handley, C.B.E., F.R.Ae.S., see 
the Society of British Aircraft Constructors, Ltd. 

Paraguay, see Bolivia and Paraguay. 

Parkhead Steel Works, see Beardmore, Messrs. William 
and Co., Ltd. 

Patents, see under Research, Design and Invention. 

Patriotic Societies: 

Air League of the British Empire : 

Financial connection with manufacturers, Noel 
Baker (10) pp. 235-6, App. p. 263. 

Reply to allegations, and explanation, Craven, 
McLean (13, 14) Q. 2291, Soc. of Brit. Air- 
craft Constructors (17) pp. 516-7 (VII). 
Subscription to : 
by I.O.I., Laing (15) Q. 2730. 
by Vickers, Craven (13, 14) 2124, 2130; Beid 
Young (13, 14) Q. 2125-9. 

Attitude of, Noel Baker (10) pp. 234-7, Q. 1492, 
App. p. sfes. 

Subscriptions to, and membership, publicity 
desirable, Noel Baker (10) p. 236, pp. 236-7. 

Peace Ballot, Cecil (1) p. 2, Q. 105-9, 133; Ronfcey (20) 
Q. 4423-8. 

Peninsula and Oriental Company, complaint by, with 
reference to evidence by Union of Democratic Con- 
trol, and reply by Union, statement by Chairman 
of Commission, (16) p. 439. 

Perry, Mr. S. F., on behalf of the Co-operative Union 
of Great Britain, see National Peace Council and 
Associated Organisations. 

Peru, see Colombia and Peru. 

Phosgene, see under Chemical industry. 

Pittsburgh, Federal Laboratories, circular to agents, 
Arnold-Forster (2) p. 46. 

Poison gases, see under Chemical industry. 

Poland, arms exports to, rise in, during 1929-1933, 
Pollitt (3) App. pp. 71-2. 

Pollitt, Mr. Harry, on behalf of the Communist Party 
of Great Britain: (3) Q. 524-655, App. pp. 71-76. 
Armament firms : 

British Government complicity in operations of, 
(3) Q. 534, 552, App. p. 72. 

Control, nature of, (3) Q. 537- 41, App. pp. 72-3, 
76. 

Directorships, holding of, by ex-governraent ser- 
vants, (3) Q* 534-5, App. p. 72. 

International ramifications, (3) Q. 636. 

Private and public interests, conflict of, (3) Q. 
542 ^. 

Relationship with defence services, (3) Q. 546. 
Shareholders, (3) Q. 538-40. 

Shares, rise in price, (3) Q. 542, App. p. 76. 
Capitalism, armaments and war, connection, (3) 
Q. 548, App. p. 74. 

Control by workers, (3) Q. 548, 651, App. p. 75. 
Exports : 

British licensing system, (3) Q. 535, App. p. 72. 
Complete ban on, (3) Q. 548, 551, App. p. 76. 
Embargo, evasion, (3) Q. 535. 

Licensing system, abolition, (3) Q. 548, App. 
p. 75. 

from United Kingdom, destination of, for 
furtherance of wars and counter-revolutiOn, (3) 
Q. 531, App. pp. 71-2, 76. 


Pollitt, Mr. Harry — cont. 

Germany, re-arming of, (3) Q. 532-4, App. p. 72. 
Government control of private production and sale, 
(3) App. p. 74. 

Inquiry, blocking of, by National Government, (3) 
Q. 645, 547-8, App. p. 73. 

National Armaments Board, (3) App. p. 74. 
Nationalisation, (3) Q. 551, App. p. 74. 

Private manufacture and sale, abolition advocated 
(3) Q. 548, App. p. 74. 

State manufacture, publicity, (3) Q. 648, App. p. 76. 
Traffic in arms: 

Blocking of adequate inquiry by National Govern- 
ment, (3) Q. 454-8, App. pp. 73-4. 
entire Capitalist class complicity in, (3) Q. 535-42, 
App. pp. 72-3. 

Overthrow of capitalism and establishment of 
world socialist society, the only remedy, (3) 
Q. 549-50, App. p. 74. 

Supply of arms to both sides in wars, (3) Q. 535. 
United Kingdom as largest world producer, role 
of, (3) Q. 531, 634, App. p. 71. 

Vickers, relationship with the “ Times,” (3) Q. 545, 
App. p. 73. 

Portuguese East Africa, arms exports to, Pollitt (3) 
App. p. 72. 

Press, relations with armaments firms: 
no Connection with armament firms and no pressure 
or influence on Press as regards policy, Harms- 
worth, McAra (19) Q. 4193-201, App. p. 668. 
in England, no evidence of any direct connection 
with armament firms, Cecil (1) p. 3; Fenner 
Brockway (5) App. p. 156. 
in Foreign countries, Cecil (1) p. 3; Amold-Forster 
(2) p. 47; National Peace Council (2) App. p. 60; 
Fenner Brockway (5) App. p. 156; Harmsworth 
(19) Q. 4198-9. 

Geneva draft Convention of 1924, prohibition of 
armament firms having connection with Press, 
Cecil (1) p. 3. 

Holding of armament shares, Amold-Forster (2) 
p. 47-8. 

Hostility to disarmament, and possible effect of 
influence of armament interests, Noel Baker (10) 
pp. 231, 232, 233-4, Q. 1428-34, 1487-93, App. 
pp. 261, (13) 263 (18-20). 

Influence of, and of public opinion through control 
of, by armament firms, Cecil (1) p. 3; Newbold 
(5) p. 138, Q. 746. 

Reply to, Hankey (22) ijp. 699-700, App. pp. 
729-30, 735, 735-6. 

Prohibition of connection between armament firms, 
and, Cecil (1) Q. 46. 

Specific cases, I’eply to, Newbold (6) p. 138, Q. 745. 
Suggestions and insinuations, lack of substance 
in, Newbold (6) pp. 137-8. 

“ Times ” foreign correspondents, agents of, 
Vickers, Ltd., see under Vickers, Ltd. 

Vickers have no financial interest in any English 
newspaper, Lawrence (13, 14) Q. 1998-200. 

Private manufacture: 

see also Armament firms and Armaments industry. 
Abolition of, see Nationalisation. 

Abuses realised, Hills (2) Q. 475-8. 
alleged Advantages less important than generally 
supposed, Noel Baker (10) App. p. 301 (198). 
Arguments against retention : 
see also Arguments for under Nationalisation. 
Bribery, see that title. 

a Cause of war and unrest, Cecil (1) pp. 5-6. 
Q. 47-8, 159-60; Davies (4) pp. 91 (5), 92 (6)', 
95 (23). 

Reply to, Hankey (20) (22) pp. 6934, 695, 
App. pp. 720-2, 722 (53, 54), 7334. 
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Private manufacture— cowf. 

Arguments against retention — conf. _ 

widespread Combines covering other mdustnes 
as well as armaments, Noel Baker (10) App. 
p. 259 (8). 

Connection of system with motives for war, 
Cecil (1) Q. 95-101; League of Nations Union 
(1) App. p. 28. _ _ 

Creation of atmosphere of hostility, etc., between 
nations, Noel Baker (10) p. 230, App. pp. 260-1. 
False guarantee of security given to governments 
and people, Lloyd George (18) Q. 3913. 

Financial, Addison (4) Q. 574, (6) App. PP. 110-2 
(13-20), 119-23; Jowitt (7) Q. 1041; Noel 
Baker (10) App. p. 272 (71-73). 

Reply to, von Donop (9) Q. 1225, 1229, 
Lawrence (13, 14) Q. 2147-53; Craven (13, 14) 

Q. 2150-3. 

Fomenting of war scares, dissemination of false 
reports and persuading governments to pursue 
warlike policies, Fenner Brockway (5) Q- 
848-50, 867-73, App. pp. 155, 156; Noel 
(10) App. p. 258; Lloyd George (18) p. 634, 

Q. 3878-90. , 

Reply to, Ncwhold (5) p. 137, Q. 777-9; Firth 
Brown (16) p. 487; Hankey (22) pp. 69o-8, 
App. pp. 724-6, 734. 

Foundation on private profit, Noel Baker (10) 

Q. 1366, App. pp. 268-9. 

General case, summary of, and reply to, Hankey 
(22) pp. 692-3, App. pp. 719-20, 735-6. 
Inefficiency, Jowitt (7) Q. 1041; Union of Demo- 
cratic Control (8) App. Pp. 206, 207-8. 

Reply to, Han-key (22) pp. 701-2, App. pp. 732-3 
(159-167), 735. 

Inelasticity, Jowitt, Addison (4) Q. 574, 615, (6) 

Q. 907, pp. 109-10, (7) Q. 1041. 

Reply to, von Vonop (9) Q. 1225-38. 

Infection of public life with corruption and undue 
influence, Arnold-Forster (2) pp. 47-8, 50, 
National Peace Council (2) App. pp. 60, 61. 
Interests of firms in war and preparations for 
war, Davies (4) Q. 694, pp. 91-2 (o), 92 (7); 
Jowitt (7) Q. 1041; Union of Democratic 
Control (8) App. p. 168; Lloyd George (18) 
Q. 3182, 3982. 

Reply to, Bacon (11) Q. 1508, 1693-4. 

Interests of private capitalists, Noel Baker (10), 
App. p. 266 (35) (36). 

International armament trusts, see under Rings 
and trusts. . , . . 

Labour, see Skilled labour, difficulty in obtaining 
adequate supplies of, below. 

Machine tools, difficulties in obtaining adequate 
supply of, experience in late War, Addison 
(4) Q. 574, (6) App. pp. 113-4 (43-48), 118 
(70). . ^ , 

Materials, difficulties in connection with supply 
and control of, experience in late War, Addison 
(4) Q. 574, (6) App. pp. 113-4 (32-41), 118 
(70), 124 (H). 

Militarism, tendency towards, Jowitt (7) Q. 1041 
p. 141; Union of Democratic Control 
(8) App. pp. 167, 196. 

Military information of value may be sent abroad, 
Union of Democratic Control (10) p. 202; 
Reply to, Clerke (16) Q. 3242-6, 3252-63. 
Monopoly, Llewellyn (18) p. 560, Q. 4100. 
Multiplicity of types_ and overlapping of con- 
tracts experience in late War, Addison (4) 
Q. 674, 678, (6) App. pp. 116 (53), 118 (72). 
Press connections, see Press. 

Private and public interests, conflict between, 
Cecil (1) pp. Q- 132, 161-2; League of 
Nations Union (1) App. p. 31; Arnold-Forster 
(2) pp. 45-7 50; Hunter (3) App. pp. 77-8; 
Pollitt (3) Q. 542-3; Noel Baker (10) App. pp. 
258-9, 266. 

Reply to, Hankey (22) pp. 694, 695, Q. 4941-3, 
App. pp. 722-4, 734. 

Profit, making of, on information obtained free 
from government sources, Llewellyn (18) p. 650. 


Private manufacture — cont. 

Arguments against retention — conf. 

Profit out of war, reply to, Hankey (22) p. 696, 
App. pp. 724 (67-72), 734. * v +-u 

Prolongation of wars and supply of arms to botu 
sides, Pollitt (3) Q. 535; Fenner Brockway 
(5) Q. 845, App. p. 156. 

Reply to, Hankey (22) p. 701, App. PP. 731-2 
(153-158), 735. ^ ^ 

Public opinion, Cecil Q. 2, 92, 105-7, App. p. 28. 
Reply to, Hankey (22) pp. 693, 695, App. 
pp. 720, (34-37), 722 (53), 733. 

Quality less good, concealing of defects, etc., 
Llewellyn (18) pp. 550-1, Q. 4134-44. 

Secrecy not ensured, Noel Baker (10) p. 238, 
App. p. 279 (98B); Llewellyn (18) p. 551, 
Q. 4129-30, 4161-2. _ , 

Reply to, Geddes (llA) Q. 65-61; Hankey (20) 
p. 590, App. p. 613 (39 (4) ); Henderson (21) 
Q. 4836-41. , . . ^ - 

Shareholding by general public, Ministers ot the 
Crown, etc., Arnold-Forster (2) pp. 47-8; 
Hunter (3) App. p. 78; Union of 
Control (8) App. pp. 167-8; Noel Baker (10) 
p. 231, App. pp. 258-9. _ 

Reply to, Hankey (22) p. 694-x>, App. pp- 
723-4 (63-66). 

Skilled labour, difficulty in obtaining adequate 
supplies of, experience in late w'ar, Addison 
(4) Q. 574, (6) Q. 940-3, (6) App. pp. 109 
(3, 4), 112-5 (24-31), 118 (70). 

Stimulation of demand for armaments, 
Arnold-Forster (2) PP. 46-6, 50; 

Peace Council (2) App. p. 60; Jowitt {7, S) 
p 141 Q 1041; Union of Democratic Control 
(8) App. pp. 168, 196; Marley (8) Q. 1137; 
Noel Baker (10) pp. 2^, 231, Q. 13r2, App. 

R^ply to, Lawrence (13, 14) Q. 1966-77, 2042-3; 
Craven (13, 14) Q. 2532-8. 

Temporary Mixed Commission proceedings, and 
misrepresentation re, Hankey PP- ’ 

691-2, Q. 4909-24, App. pp. '17 (12) 720 
(37), 733, 743-5. 

Undesirable and discreditable, Jowitt (7) Q. 1041. 
War, possibilities increased, and examples of 
wars in the past, Llewellyn (18) p. 550, Q. 
4155-9. 


Arguments for retention: 

see also Arguments against under National^ation. 
Case for proliibition not established, Hankey 
(20) Q 4318-9, 4403-12, App. p. 621 (Note), 
(22) Q. 4855-7, 4858, Q. 4904-6, App. pp. 
716-7, 734, 735-6, Q. 4981-2, 5023. 

Competition between firms, d’Eyncourt (2) 
Q 336; Llewellyn (18) p. 550, Q. 4078-81; 
Bacon (11) Q. 1504, 1533-6; Geddes (llA) p. 3. 
Reply to, Nod Baker (10) p. 237, Q. 1482-5, 
App. pp. 268-70. 

Design and invention, von Donop (9) p. 216; 
Bacon (11) p. 311, Q. 1662-7, Q. 1700; 
Lawrence (13, 14) p. 347, Q. 2039-41. 

Reply to, Noel Baker (10) p. 238, App. pp. 
274-9. , , 

Disastrous, to Imperial Defence to abolish, 
Bankey (20) Q. 4318, 4403-4, p. 696 (22) 
p. 702, Q. 4899-902. 

Elasticity, and expansion in event of war, 
Beddes, (llA), Q. 28, 76, 161, 170-1; to- 
ren.ee (13, 14) p. 347, Q. XU-, Vrekers 
(13, 14) p. 371-374; Hankey (20) pp. 588-9, 
691-3, 696, Q. 4383-5, App. pp. 610, 611-2, 
614-6, 616 (66), 617 (70), 621, 622 625^3; 
War Office (21) p. 663 (8) (9) (14); Elies (21) 

Eepfy to, Noel Baker (10) p. 239-41, Q. 1396-404, 
App. pp. 282-90, 301 (198); Union of Demo- 
cratic Control (8) App. p. 206. 

Financial, Burton (16) Q. 3321 (8). 

Reply to, Noel Baker (10) pp. 237-8; App. PP- 
270-4. 

General case, NatioTial Peace Cf^u/ncil (2) pp. 
60-1. 


36827 


36 EOYAL COMMISSION ON THE PRIVATE MANUFACTURE OF AND TRADING IN ARMS 


Private manufacture — conf. 

Arguments for retention — cont. 

Impossibility of change while in throes of great 
programme for re-conditioning forces, Ilankey 
(20) Q. 4318, pp. 587, 591, 596, Q. 4403-4, 
4454-7, App. p. 610 (16). 
greater Incentive and urge to ingenuity, Burton 
(16) Q. 3321 (8). 

Personnel on the spot in event of emergency, 
Elies (21) Q. 4677. 

Research, invention, design and development, 
von Donop (9) p. 216; Bacon (11) p. 311; 
Q. 1662-7, 1700; Lawrence (13) (14) p. 347, 
Q. 2039-41; Vickers (13, 14) p. 372; Craven 
(13, 14) Q. 2556-7; Llewellyn (18) p. 550; 
Eankey (20) pp. 589-90, Q. 4373-8, 4439-43, 
App. pp. 612-4, 621. 

Reply to, Noel Baker (10) p. 238, App. pp. 
274-9; Lloyd George (18) Q. 3925-32. 

Reserve armament plant, reply to, Noel Baker 
Q. 1406 (10) App. pp. 273-4 (78-79A). 

Skilled personnel : 

Better chance of retention in time of peace, 
Eankey (20) Q. 4379-82. 

Large number of, available for war material 
and civilian products, d’Eyncourt (2) Q. 336, 
407. 

Technical experts, firms can employ during peace, 
no government could afford to, Bingham (9) 
Q. 1346. 

Value to civilian industry, Llewellyn (18) p. 550; 
Eankey (20) pp. 590-1, App. pp. 613-4, 621. 
Example of ” Queen Mary ”, Eankey (20) Q. 
4854. 

Capitalist class complicity in, Pollitt (3) Q. 535-42. 
App. pp. 72-3. 

Continuance of, on non-profit or restricted-profit 
basis, not practicable, Addison (6) Q. 1000. 

Control of industry, see that title. 

Essential, Eankey (20) Q. 4318, pp. 593, 596, 
Q. 4403-4 (22) 4899-902; TFar Office (21) p. 663 

(9) , App. pp. 615-7, 621-2. 

Evidence to Royal Commission against, character 
of, Eankey (22) p. 692, App. pp. 718-9, 733, 
735. 

Evils of : 

Admitted, reference to speech by Mr. Baldwin, 
Noel Baker (10) pp. 230-1. 

Admiral Lord Wester Wemyss’ opinion, Jowitt (7) 
p. 141; Union of Democratic Control (8) App. p, 
196; Noel Baker (10) p. 230, App. p. 269 (7). 
Mr. W. Harbutt Dawson’s Memorandum. 

Eankey (22) App. pp. 742-3. 

Letter from Sir Oswyn Murray ts Sir Maurice 
Hankey, Eankey (22) App. pp. 741-4. 

Reply to evidence re, Eankey (22) p. 691, Q 
4992-6, App. p. 717 (11); Murray (22) Q. 
4997. 

Extent to which firms engaged in armament manu- 
facture, Jowitt (7) pp. 141-2. 

French attitude to, Eankey (22) Q. 4984-8. 
Government control, not practical politics, Addison 
(6) Q. 922-3. 

Government’s attitude, Eankey (22) p. 689, Q. 4896, 
4929-40, 4989-91, App. p. 718. 

Government responsibility for system of, Noel Baker 

(10) pp. 229-30, Q. 1407, App. pp. 259-60 264 

( 21 ). 

Government could take over businesses in time of 
war, Lawrence (13, 14) p. 347, Q. 1926-9, 2045-8. 
“Grave objection” and “evil effects”, lack of 
investigation as to allegations of, Eankey (20) 
p. 586, App. p. 607 (3), (22) pp. 689, 690, 

Q. 4978, App. pp. 716-7 (10, 11), 733, 735, 737. 
Idle plant, reimbursement of firms by state, 
Addison (4) Q. 589-90, 667; Noel Baker (10) 
Q. 1406, 1443-5, p. 240; Lawrence (13, 14) Q. 
2086-91. 

Increase in number of contractors desirable from 
point of view of Imperial Defence, Eankey (20) 
p. 593, App. pp. 616-7 (66). 


Private manufacture — cont. 

International agreement, current deterioration in 
international relations favourable to, Cecil (1) 
Q. 133-5. 

International investigation, suggested procedure 
not agreed with, Eankey (22) Q. 5024-6. 

League of Nations Committees, opinion of, Skrine 
Stevenson (19) Q. 4279-82. 

Limitation of profits, suggestion, Noel Baker (10) 
Q. 1456, App. pp. 267 (38A-38B), 301 (198). 
Moral issue, consideration by Royal Commission, 
suggestion, Eankey (22) p. 702. 

Morality of, little to choose between, and rest of 
preparation for war, Noel Baker (10) p. 230, 
Q. 1384, App. pp. 259-60 (9), 264 (25). 
no Objections of international character peculiar 
to, in opinion of H.M. Government, Skrine 
Stevenson (19) Q. 4210-1, 4245-9 ; 4276; Eankey 
(22) p. 689, App. pp. 718 (20), 574 (15), 675 (17). 
no grave Objections of national character known of, 
by H.M. Government, Skrine Stevenson (19) 
Q. 4274-6, App. p. 574 (15), 575 (17); Eankey 
(20), pp. 689, Q. 4925, App. p. 718 (20). 
Opposition to, motives to be found in theories as to 
capitalism and propaganda against armament 
interests has origin in Communist literature, 
Newhold (5) p. 140, Q. 764-6, 810-2. 

Plant, etc., private enterprise in advance of govern- 
ment factories at present, Llewellyn (18) Q. 
4165-6. 

Prices : 

Fixing of, on outbreak of war, at prices ruling 
one month before outbreak of war, suggestion, 
Bacon (11) Q. 1511, 1575-7. 

Government factory should be able to check. 
Bacon (11) Q. 1641-50, 1654, 1659. 

Propaganda against, and misrepresentation, 
Eankey (22) pp. 689, 690-2, Q. 4978-85, App. 
pp. 718-9, 733. 

Rings, see that title. 

Secrecy in connection with, Arnold-Forster (2) p. 
45; National Peace Council (2) App. p. 61. 

Production, costs of, see Costs. 

Profit-making motive, elimination: 

Advocated, Cecil (1) Q. 35, 102-4; Arnold-Forster 
(2) pp. 53, 54, 55; Fenner Brockway (5) Q. 845, 
App. pp. 157, 158. 

Desirable as far as possible, Lloyd George (18) 
Q. 3377-8. 

Difficulty without nationalisation, Lloyd George 
(18) Q. 4009-10. 

Question of, by American proposals, Arnold- 
Forster (2) Q. 511-3. 

Public opinion, Cecil (1) pp. 1-2, 3-4, Q. 92-4, 105-7; 
League of Nations Union (1) App. p. 28; Eartree 
(2) Q. 521; National Peace Cov/ncil (2) App. p. 60. 

Publicity for manufactufe and orders, see under 
Control. 

Raw materials ; 

see also under particular industries and National- 
isation. 

Control of, in British Empire, Newhold (5) Q. 828-9. 
Export of, to associate firms abroad. Brown (12) 
Q. 1757-60; Jenkins (12) Q. 1759. 

Iron-ores, bauxite and non-ferrous metals, accumu- 
lation of reserves, by government, proposal, 
Newhold (5) pp. 140-1. 

National ownership not possible without complete 
system of socialisation, Marley (8) Q. 1158. 

Profit to be made by those engaged in buying and 
selling of, Newhold (5) p. 140, Q. 770-2, 822-6. 
Sources of supply and control exercised by firms 
over, Jowitt (7) pp. 142-3; Union of Democratic 
Control (8) App. pp. 175, 181. 

Reply to evidence, E.S.C. (13, 14) App. pp. 
414-5. 

Supply from abroad, problem continually under 
review, Admiralty, War Office, Air Ministry, (21) 
p. 649 (1). 
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Reid Young, Mr. J., C.A., see Vickers Limited and 
Associated Companies. 

Reincke, Mr. H. A., see Beardmore, Messrs. William 
and Co., Ltd. 

Research, design, and invention: 
see also under Aircraft. 

Comparison of advantages and disadvantages of 
nationalisation and private manufacture from 
point of view of, Cecil (1) p. 5, Q. 159; d’Eyn- 
court (2) Q. 336, 345-7, 352-7, 360-2; Addison 
(4, 6) Q. 578, 616-35, 930-1, 974-8, 1027 ; Union of 
Democratic Control (8) App. p. 194; von Donop 
(9) p. 216, Q. 1225, 1245; Noel Baker (10) p. 238, 
App. pp. 274-9; Bacon (11) Q. 1662-7, 1700; Law- 
rence (13, 14) p. 347, Q. 2039-41; Craven (13, 14) 
Q. 2556-7; Vickers (13, 14) p. 372; Lloyd George 
(18) p. 535, Q. 3908-11, 3925-32; Llewellyn (18) 
p. 550, Q. 4131-4, 4180-5; Mankey (20) pp. 589-90, 
Q. 4373-8, 4439-43, App. pp. 612-4, 621. 
Co-operation between government departments and 
firms Vickers (13, 14) p. 372; Sankey (20) p. 590, 
App. p. 613 (39 (5) ). 

Dependence of service departments on work of 
private firms, Sankey (20) p. 589, App. p. 612 
(34-8). 

International competition in design, examples of, 
and value of, Sankey (20) p. 589, App. p. 612 
(39). 

Inventors in private industry, position of. 
Craven (13, 14) Q. 1907-10; Admiralty, War 
Office, Air Ministry (21) p. 6^. 

Inventors in service of H.M. Government, position 
of. Admiralty, War Offi.ce, Air Ministry (21) 
p. 684; Dowding (21) Q. 4835; Solloway (21) 
Q. 4835. 

List of important inventions by armament firms or 
others outside services and adopted successfully 
by Defence Services, Sankey (20) pp. 646-7. 
Patents : 

Manufacture in foreign countries, possibility of, 
Coomhes (21) Q. 4845-7. 

Position in event of war when patents owned 
by foreign country, Geddes (llA) Q. 93-7. 

Sale of, by private firms to foreigners, d’Eyncourt 
(2) Q. 376-87; Noel Baker (10) pp. 238, 275, 
App. (84-86); Page (17) Q. 3693-701; Fairey (17) 
Q. 3698. 

Taking out of, by government servants ; 
Modification of system favoured, Addison (6) 
Q. 975-6. 

System, and comparison with position in 
private firms, d’Eyncourt (2) Q. 336, 352-5; 
Union of Democratic Control (8) App. p. 194; 
Admiralty, War Office, Air Ministry (12) 
p. 684. 

Private firms’ organisations, retention advocated, 
Geddes (llA) p. 3, Q. 75-7, 143-4, 167. 

Rewards approved, Lloyd George (18) Q. 4019-22. 
Secrecy, see that title. 

Separation of financial arrangements for war and 
civil research with full publicity suggestion, 
Jowitt (7) p. 147 ; Union of Democratic Control 
(8) App. p. 214. 

by Workers, Bacon (11) Q. 1700. 

Research laboratory, scheme, Geddes (llA) p. 3, Q. 
28-54, 72, 78-80, 98-148, 167-70, 227, App. pp. 
29, 30. 

Comments on. Admiralty, War Office, Air Ministry 
(21) p. 650 (4); Elies (21) Q. 4484-93; Townsend 
(21) Q. 4494-514. 

Research, scientific: 

Government policy of encouraging private re- 
seai’ches, Sankey (20) p. 590, App. p. 613 (39 
(6) ).- 

Organisation of, memorandum by Francis 
Hemming, C.B.E., Sankey (20) App. pp. 613 
(39 (6) ), 639-45. 


Reserve Government factories, see under State con- 
trol of armaments production in peace time, pro- 
posals. 

Rings and trusts: 

Exhibits cited before American Arms Inquiry as 
indicating, Arnald-Forster (2) p. 49; Fenner 
Brockway (5) App. p. 156. 

Existence of, Arnold-Forster (2) pp. 48-50; Bacon 
(11) Q. 1651-5. 

Explanation, Craven (13, 14) Q. 2372, 2390-1, 2407, 
2429. 

Heavy guns, example of, two firms only, 
Uewellyn (18) Q. 4110. 

Indications of, and inquiry suggested, Ar^ioZd- 
Forster (2) pp. 49-50. 

International rings : 

Correction of misunderstanding re, Newhold (5) 
pp. 138-9, Q. 807-9. 

Examples of, Noel Baker (10) App. p. 270 (50). 
I.C.I. not party to, I.C.I. (15) p. 440 (6); Mc- 
Gowan (15) p. 446, Q._ 2956-63. 

List of agreements which Royal Commission 
should investigate, Union of Democratic Con- 
trol (8) App. pp. 196-7. 

Organisation of, increasing price of armaments 
to governments, Fenner Brockway (5) Q. 845, 
858-61, App. p. 156; Noel Baker (10) App. 
pp. 258-9. 

Proof of. Union of Democratic Control (8) App. 
p. 198. 

pre-War, examples of, in which British firms 
connected, Fenner Brockway (5) App. p. 156. 
no World ring, but signs of local rings, Newhold 
(5) Q. 827. 

Iron and steel industry, Newhold (5) 
Q. 827; Union of Democratic Control (8) App. 
p. 209; Craven (13, 14) Q. 1850-4, 2250-4; 
Dunbar (13, 14) Q. 1901-5; Firth Brown (16) 
p. 487. 

Liability of armaments industry to develop, Noel 
Baker (10) Q. 1392, App. p. 268 (44). 
Rationalisation, doubt as to advantage to Imperial 
Defence, Sankey (22) p. 701, App. p. 731 (152). 
Raw materials : 

Need for, from manufacturers’ point of view. 
Bacon (11) Q. 1651-9. 
during War, Addison (6) p. 100. 

Reply to evidence re, von Donop (9) Q. 1236-8; 
Sankey (22) p. 701, App. pp. 731 (145-52), 735. 

Robinson, Mr. Charles Stanley, M.A., F.I.C., 

M.I.Chem.E ., sec Imperial Chemical Industries, 
Ltd. 

Rogers,' Mr. John, O.B.E., F.I.C., see Imperial 
Chemical Industries, Ltd. 

Rolls Royce Limited, sales to Germany, Swnter (3) 
App. p. 78. 

Roumania: 

Bribery case, Cecil (1) p. 4; Arnold-Forster (2) 
p. 47. 

Sale of machinery to, by Vickers, and taking of 
share in company in place of money, Lawrence 
(13, 14) Q. 2010-2. 

Vickers group interests in, (13, 14) p. 351. 

Royal Air Force, see Air Force. 

Royal Commission : 

Armament factories, should be visited, in particular 
Cyclops works of English Steel Corporation, 
Union of Democratic Control (8) App.-p. 167. 
Documents, obtaining of certain, suggestion, Union 
of Democratic Control (8) App. pp. 166-7. 
Evidence to, against private manufacture, 
character of, Sankey (22) p. 692, App. pp. 718-9, 
733, 735. - 

Expert assistance, obtaining of, suggestion. Union 
of Democratic Control (8) App. p. 166. 

Powers of, comparison with those of American 
Committee, Fenner Brockway (5) App. p. 155. 
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Royal Commission — cont. 

Private sittings, statement by Chairman, (15) 
pp. 437-8. 

Procedure of, suggestion, Jowitt (7) Q. 1041. 

Scope and powers, restriction of, Polliit (3) Q. 546, 
App. pp. 73-4. 

"Witnesses, suggestion as to. Union of Democratic 
Control, (8) App. p. 167. 

Royal Dockyards: 

Materials, supply by private firms, HanJcey (20) 
p. 587, App. p. 609 (13). 

Work of. Bacon (11) Q. 1553-5 Admiralty (21) 
p. 668; Henderson (21) Q. 4624-31, 4686-7; 
Jenkins (21) Q. 4627-8, 4687. 

Secrecy of design etc. : 
see also Licensing system under Exports. 

Aircraft industry, see that title. 

Modification of national legislation would be 
necessitated by international inspection on the 
spot, Cecil (1) Q. 81-3. 

Nationalisation would be no advantage from point 
of view of. Craven (13, 14) Q. 2521-31; Hankey 

(20) p. 690, App. p. 613 (39 (4) ). 

Safeguards, etc., under private manufacture and 

state monopoly, Cecil (1) Q. 160; d’Eyncourt (2) 
Q. 377-87; Arnold-Forster (2) pp. 47, 49; Addison 
(6) Q. 917; Fenner Brochway (5) Q. 857; IP'ood 
(7, 8) Q. 1079; Union of Democratic Control 
(7, 8) p. 202; Noel Baker (10) pp. 238, 275 (86, 
88) App. pp. 278-9; Bacon (11) Q. 1668-9; Geddes 
(llA) Q. 55-61; Graven (13, 14) Q. 1945, 2236-9, 
2240, 2383-9, 2521-31 ; Gierke (16) Q. 3242-6, 3252- 
63; Page (17) Q. 3693-701; Fairey (17) Q. 3698, 
3827-32; Llewellyn (18) pp. 549, 551, Q. 4129-30, 
4161-2; Hankey (20) p. 590, App. p. 613 (39 (4) ); 
Admiralty, War Office and Air Ministry (21) 
pp. 685-6; Henderson (21) Q. 4836-41; Jenkins 

(21) Q. 4842; Coomhes (21) Q. 4848-50. 

Shearer case, Cecil (1) pp. 4-5, Q. 63, 66-7, 152-6; 
Arnold-Forster (2) pp. 46-7; Newbold (5) Q. 771-2, 
785-91; Noel Baker (10) p. 232; Hankey (22) 
p. 698, Q. 4877-81, p. 702, App. pp. 726 (98, 99), 
727 (100), 734, 751-2. 

Shipbuilding industry: 

Nationalisation, difficulty. Admiralty, War Office 
Air Ministry (21) p. 659 (9). 

Position of, and importance of obtaining foreign 
orders. Admiralty (21) p. 660 (4); Jenkins (21) 
Q. 4626, 4631. 

Ships, export trade, value of, each year 1925 to 1933, 
Noel Baker (10) App. p. 279 (101). 

Skrine Stevenson, Mr. R. C., Assistant Adviser on 
League of Nations Affairs, Foreign Office, see 
Official Evidence. 

Slater, Mr. A. E., Principal, Air Ministry, see Official 
Evidence. 

Small arms: 

Ammunition : 

Manufacture, particulars re, Union of Democratic 
Control (8) App. p. 188-9. 

State control, considerations involved in, Union 
of Democratic Control (8) Ap,p. p. 189. 
Factories abroad. Burton (16) Q. 3321 (6), 3323-9. 
Government policy since the War, and need for 
encouragement of private firms. Burton (16) 

Q. 3320-1, 3323-9, 3357-8, 3369-70. 

Mass production question. Burton (16) Q. 3334-10. 
Second-hand trade in. Burton (16) Q. 3363-8; Lloyd 
George (18) Q. 4057-8. 
see also Soley Armament Company, 
on Continent and in America, Ball (16) 

Q. 3451-4, 3528-56, 3572-81, 3588-9. 

Large stock in United Kingdom undisposed of 
Ball (16) Q. 3599. 

Smith, Mr, C. Howard, C.M.G., Assistant Under- 
secretary of State, Foreign Office, see Official 
Evidence. 


Smith, Mr. Leonard William Bickford, see Imperial 
Chemical Industries, Ltd. 

Society of British Aircraft Constructors, Ltd.: 

Air League, (17) pp. 516-7 (VII). 

Air transport : 

Inefficiency, reply to allegation, McLean (17) 
Q. 3845-6. 

International restrictions and control, (17) 
p. 516 (XIII). 

Subsidy system or payment for services 
rendered, (17) p. 516 (XIII). 

Aircraft industry : 

Advertisements in trade journals, (17) p. 516 
(XVII). 

Air Ministry control, (17) p. 516 (XIV). 

Air Ministry orders, Fairey (17) Q. 3776. 
Central body in time of war, (17) p. 611 
(VIII). 

no Combination to arrange prices, Fairey (17) 
Q. 3744-5; McLean (17) Q. 3751. 
Competition, extent of, Fairey (17) Q. 3622-32 • 
McLean (17) Q. 3610-27. 
on the Continent, McLean (17) Q. 3790; Fairey 
(17) Q. 3792-3. 

Design, standardisation question, McLean, 
Page (17) Q. 3735-9. 

Development during War, (17) pp. 510, 511 

(VIII). 

Diesel engines, J/cLean (17) Q. 3778-80. 

Endne design, pre-War position, (17) p. 510 
(V). 

Expansion capacity, McLean (17) Q. 3752-4, 
3756. 

Export trade and licensing system, and Air 
Ministry control, (17) p. 515 (XII); Fairey 
(17) Q. 3633-55, 3663-4, 3798-81, 3816-8; 
McLean (17) Q. 3609, 3775, 3781-4, 3795-8, 
3842-5; Page (17) Q. 3702-3. 

Exports of aeroplanes and engines to Ger- 
many, Allen (17) Q. 3639-43, 3711; Fell (17) 
Q. 3712-7, 3760-5, 3768, 3821, App. 2 (p. 533); 
Fairey (17) Q. 3639 , 3712, 3719-20, 3764-8; 
Page (17) Q. 3712, 3764; McLean (17) Q. 
3718, 3760-9. 

Government factories abroad, Fairey (17) Q. 
3664, 3734. 

Government supplies, system of tendering and 
fixing prices, McLean (17) Q. 3611-27; Fairey 
(17) Q. 3622-6. 

History of, (17) pp. 508-12. 

Influence against disarmament, reply to allega- 
tion, Fairey (17) Q. 3819; McLean (17) Q. 
3820. ^ 

Inefficiency, criticism of statement, (17) p. 515 
(XllI). 

Influence with Federation of British Industries, 
reply to, statement, (17) p. 517 (XVII). 
Nationalisation, (17) p. 515 (XIII), p. 516; 
(XV); Fairey (17) Q. 3665-6, 3721-9, 3849-50; 
Page (17) Q. 3730-4; McLean (17) Q. 3755, 
3794, 3848, 3851-2. 

Patents, sales to foreign cormtries. Page (17) 

Q. 3693-701; Fairey (17) Q. 3698. 

Prices, control of, McLean (17) Q. 3787-9. 
Private enterprise, reply to criticism and im- 
portance of retention, (17) pp. 508 (III), 
(17) 511 (VIII), 516 (XVII); McLean (17) 

Q. 3610; Page (17) Q. 3667-70, 3679-90, 
3693-701, 3704-10, 3836-8; Fairey (17) Q. 3725. 
Raw materials, no control over, McLean (17) 

Q. 3757-8. 

Research, design, and technical development, 
(17) pp. 613-5; Fairey (17) Q. 3685-8, 3690, 
3836, 3^7; McLean (17) _Q. 8833-6. 

State assistance and supervision, (17) pp. 512, 
513 (X). 

Stimulation of demand, reply to allegation, 
Fairey (17) Q. 3749-5L 
Supply during War, (17) p. 611 (VII). 

Types, variety of, Fairey (17) Q. 3785-6. 
pre-War position and evolution, (17) pp. 508-13; 
McLean (17) Q. 3606-8; Fairey (17) Q. 
3671-6. 
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Society of British Aircraft Constructors, Ltd. — cont. 
Aircraft industry — coni. 

Work during War, (17) p. 508. 

Bristol Aeroplane Company, Allen (17) Q. 
3691-2. 

Civil aircraft, extent of differentiation from 
military, and possibility of conversion for 
military use, (17) p. 515 (XII); Fairey (17) 

Q. 3656-62, 3677, 3814-5; Page (17) Q. 3677-8, 
3811-3. 

Fairey Aviation Company: 

Belgian branch, Fairey (17) Q. 3854-5. 

Peruvian business, Fairey (17) Q. 3746-8. 

Share holding by “Daily Mirror”, Fairey 
(17) Q. 3748. 

Imperial Airways, (17) p. 516 (XIII). 

Limited by guarantee and without any capital, 
McLean (17) Q. 3770-4. 

Membership, etc., (17) pp. 507-8, 531-3. 

Royal Air Force, (17) pp. 508-9, 510, 516 (XVI) . 
Royal Aircraft Estaiblishment, (17) pp. 513-4. 
Royal Aircraft Factory, (17) pp. 508, 510, 511 
(VI). 

Seadromes, McLean (17) Q. 3858-60; Fairey (17) 
Q. 3860. 

■Secrecy question, Page (17) Q. 3693-701; Fairey 
(17) Q. 3698, 3827^, 3832; McLean (17) Q. 
3830-2. 

Society for Research in Education views represented 
by National Peace Council, Arnold-Forster (20) 
Q. 489 (p. 44), App. p. 60. 

Soley Armament Company : 

Agencies and agents abroad, Pall (16) Q. 3418-30. 
Agreement as to disposal of second-hand rifles as 
agent of B.S.A. which had agreement with War 
Office, Bovenschen (21) Q. 4753-80. 
no Arms supplied to Cuba directly or indirectly 
through Miranda, Ball (16) Q. 3460-72. 

Business conducted only with governments or official 
representatives of, Ball (16) Q. 3473, 3476. 
Correspondence with American Armament Corpora- 
tion, Ball (16) Q. 3442-57. 
no Dealings with Hungary, Ball (16) Q. 3582-3. 
Disposal of surplus arms, particulars of business, 
Ball (16) Q. 3375-441, 3458-9, 3473, 3476-81, 3590-8. 
possible Evasion of Dnited Kingdom embargo on 
exports to Bolivia, Arnold-Forster (2) p. 61. 
Export licences, no applications for, to countries 
to which export prohibited. Ball (16) Q. 3562-71. 
Hotchkiss guns, agreement with War Office with 
regard to. Ball (16) Q. 3513-6, 3584-7; Bovens- 
chen (21) Q. 4746-7, 4753-5. 

Liege factory, Ball (16) Q. 3426-7, 3483-95. 
no Shipments to Bolivia, Ball (16) Q. 3435. 
Shipments from Continental ports, Ball (16) 
Q. .3431-9, 3594-8. 

Solicitation for orders: 
see also Bribery and solicitation for orders. 
Nationalisation would not remove, Sanhey (22) 
p. 700 App. pp. 731 (143), 735 
under Private manufacture system and state 
monopoly, Shrine StevensOTk (19) Q. 4246-9, 
4253-5. 

Reply to evidence re, Hanhey (22) p. 700, App. 
pp. 730-1, 735. 

Spain; 

Exports to, from 1928 to 1933, Pollitt (3) App. p. 72. 
Vickers’ Group interests iu, and particulars of 
S.A. de Placencia de las Armas, Graven (13, 14) 
p. 351, Q. 1848-9, 2278; Lawrence (13, 14) Q. 
1855, App. pp. 418-9. 

State control of armaments production in peace time, 
proposals; 

Blue prints, jigs, etc., suggestion re, Geddes (HA) 
p. 3, Q. 34, 41-8; llankey (20) Q. 4387. 
Capacity of private firms to produce armaments 
in emergency, Lloyd George (18) Q. 3939-44. 
Centralised direction and co-ordination of arma- 
ments supply, need for, Dr. Addison agreed 
with, B.ankey (22) App. p. 733 (167>. 


State control of armaments production in peace time, 
proposals — -coni. 

High-grade production expert associated with those 
who pass, for adoption by services, any par- 
ticular munition, need for, Geddes (HA) 
p. 3, Q. 16, 37. 

Industrial mobilisation, need for great schemes 
of, Hanhey (20) p. 591, App. p. 614 (47) (48). 
Laboratory arsenal, Sir Eric Geddes’ scheme, see 
Research Laboratory. 

Ministry of Supply : 

Arguments for, Addison (4) (6) Q. 574, 578, 
985-8, 1035-7, App. p. 118 (71, 72). 

Control of prices, Addison (4) Q. 574, 578, (6) 
App. pp. 116-7 (55-61), p. 118 (72), pp. 125-6. 
Design and experimentation, central depart- 
ment in better position in regard to, Addi- 
son (4) Q. 578, 616-35, 673, (6) 914-5, 925-8, 
930-1, 1027, App. p. 118 (72). 

Question of, von Donop (9) Q. 1245-50. 
Mobilisation and i-apid utilisation of appro- 
priate private manufacturing capacities to 
provide expansion in case of war, Addison 
(4) Q. 578, 603-4, 615, 640-56, (6), Q. 919-20, 
App. p. 118 (72). 

Cost accounting system an essential part of, 
Addison (4) Q. 574, (6) Q. 932-3, App. pp. 116-7 
»;55-61). 

Difficulty in connection with, Llewellyn (18) 
Q. 4152. 

Relationships of service departments with, Addi- 
son (6) Q. 972. 

Responsibilities : 

Machinery, establishment of reserves for ex- 
pansion purposes of certain types of, Addi- 
son (4) Q. 578, (6) App. p. 118 (73). 

Private establishments suitable to execute war 
orders or supply materials, preparation of 
lists,' Addison (4) Q. 578, 604, 643-54, (6) 
Q. 920, App. p. 119 (73). 

Census of firms, no reason against, von 
Donop (9) Q. 1251-5. 

Preparation of drawings, specifications, guages, 
etc., to provide facilities for exi^ansion, 
Addison (4) Q. 578, 603-13, 644, (6) Q. 1031-2, 
App. p. 119 (73). 

Reserve, manufacture and storage of, Addison 
(4) Q. 578, 603 (()) Q. 1028-31, App. pp. 118, 
119 (73). 

Supply and manufacture of all war munitions, 
Addison (4) Q. 578, (6) App. p. 118 (73). 
Setting up of, in peace time w'ould be helpful, 
.4dd?son (6) p. 118 (73); von Donop (9) Q. 1239. 
Suggestion agreed with, Marley (8) Q. 1139; 
Lloyd George (18) Q. 3968-80. 

National Armaments Board : 

no Advantages seen, Hills (2) Q. 458-64. 
Canadian Munitions Board, working of, Addison 
(6) Q. 972-3. 

Criticism of proposal, Admiralty, War Office, 
Air Ministry (21) pp. 652-3; Elies (21) 
Q. 4519-37. 

Elimination of evils of private manufacture would 
be assisted, Arnold-Forster (2) p. 53. 

Freedom from some political control, impossible, 
Addison (6) Q. 971. 

Ineffectiveness of, as solution, Pollitt (3) 
App. p. 74. 

Necessary if private manufacture abolished, with 
fullest publicity for sales, etc., Noel Baker 
(10) Q. 1372, 1419. 

Necessity for some such scheme if full responsi- 
bility under American plan to be assumed, 
Arnold-Forster (2) p. 53. 

Private manufacturers, position under, Carnegie 
(1) Q. 233, 251-2, 272-82, 286-316; Syrett (1) 
Q. 320-9. 

Scheme, Carnegie (1) Q. 233-319; Syrett (1) 
Q. 320-9. 

Solicitation would not be prevented. Hills (2) 
Q. 461-4. 

Suggestion for, Noel Baker (10) Q. 1456-7, 
App. p. 265 (28), p. 301 (198). 

Support of proposal, Arnold-Forster (2) p. 53. 
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State control of armaments production in peace time 
proposals — cnnf. 

Organisation of industry in time of peace, essential, 
Bankey (20) pp. 593, 596, Q. 4359-65, 4458-62, 
App. pp. 616 (62), 617, 621. 

Permanent supervisory body for co-ordination of 
private manufacture, etc., scheme for, 
pp. 442-3 (18) ; McGowan (15) pp. 445, 446, 
Q. 2597-8 (16) Q. 3003. 

Reserve Government factories, scheme for. Newbold 

(5) p. 140-1, Q. 732-5, 818. 

Comments on proposals, Admiralty^ War Office, 
Air Ministry (21) pp. 649-50 (2). 
large Reserve of labour would not be necessary, 
Lloyd George (18) Q. 3980. 

Shadow Ministry of Munitions : 

Cadre to come into action at beginning of war 
would be desirable, but reliance on Ordnance 
Factories and armament firms necessary to 
provide for lag, Bingham (9) Q. 1347-9, 1351. 
Comments on proposals, Admiralty, War Office, 
Air Ministry (21) p. 650 (3). 

Scheme for, Bacon (11) Q. 1511, 1575-76, 1682-4, 
1688, 1699-700; Geddes (llA) p. 3, Q. 53, 71-2, 
80, 90, 107, 168-70. 

State monopoly, see Nationalisation. 

State unit capable of controlling any monopoly of the 
trade, advocated, but not state monopoly, 
Llewellyn (18) 4120-4. 

Steel Manufacturers Nickel Syndicate: Jowitt (7) 
p. 143; Union of Democratic Control (8) 
App. pp. 179, 196, 197-8. 

Objects of, etc., Dunbar (13, 14) Q. 2178-81. 
no Relations with Italian Terni Company at 
present, Dunbar (13, 14) Q. 2182. 

Shareholding by Vickers-Armstrong and English 
Steel Corporation, Dunbar (13, 14) Q. 2177-8, 
pp. 197-8. 

Syrett, Mr. H. S., C.B.E., on behalf of the League 
of Nations Union : (1) Q. 320-30. 

American proposals, (1) Q. 320. 

National Armaments Board, (1) Q. 320-9. 
Nationalisation, (1) Q. 320. 

Private manufacture, (1) Q. 320. 

Tank, development of, in late War. d'Eyncourt (2) 
Q. 336; Addison (4) Q. 578, 618-22, (6) Q. 930-1, 

(6) p. 118 (72); Noel Baher (10) App. p. 269 (47); 
Bacon (11) Q. 1700; von Donop (9) Q. 1245-7; 
Craven (13) 1898; Lloyd George (18) p. 535, 
Q. 3932, 4021. 

Teachers’ Anti-War Movement, views represented by 
National Peace Council, Arnold-Forster (2) Q. 489 
(p. 44), App. p. 60. 

Thames Ammunition Works Limited, see Vickers 
Limited and Associated Companies. 

Torpedo Air Vessel Forgings agreement, Grant (16) 
Q. 3273-6. 

Townsend, Sir Reginald, K.C.B., C.B.E., A.C.A., 
Director of Ordnance Factories, see Official 
Evidence. 

Trade Union and Labour Movement, support of policy 
of National Peace Council, Arnold-Forster (2) 
Q. 489 (p. 45). 

Trusts, see Rings and Trusts. 

Turkey : 

Arming of, pre-War, Bacon (11) Q. 1508. 

Arsenal, etc. : 

Connection of Vickers and Armstrongs with, 
Fenner Brochway (5) Q. 849, App. p. 156. 
History of arrangement, Lteid Young, (13, 14) 
Q. 2281-6. 


Turkey — cont. 

Navy : 

Arming and supervision of, pre-War, Lloyd 
George (18) Q. 4000-2. 

Building of battleships for, and seizure of, in 
outbreak of War, Bacon (11) Q. 1569-70; 1572-4, 
1590-4; Llewellyn (18) p. 551; Bankey (20) 
Q. 4465-B. 

Use of British guns against British forces, reply 
to arguments, Bankey, (20) p. 595, Q. 4463-6, 
App. 618 (77-8). 

Union of Democratic Control: 

“ Air armaments,” definition, Jowitt (8) Q. 1178; 

Marley (8) Q. 1179-92. 

Aircraft industry : 

Air Ministry contracts, Jowitt (7) Q. 1109. 
Centralised control, need for. Wood (7) 
Q. 1078, 1096-7. 

Civil aircraft, possibility of use for military 
purposes, Wood (7) Q. 1180-1. 

Control by boards, (8) App. p. 214. 

Exports and licensing, Jowitt (7, 8) Q. 1069, 
1070, 1075-6; Wood (7, 8) Q. 1079-80. 1084-95, 
1098-101, App. pp. 105-6, 203, 205, 213-4. 
Financial aspects, (8) App. p. 170. 
Nationalisation, Marley (8) Q. 1152-4, 1205-12; 

(8) App. pp. 212-4, 214. 

Organisation, etc., description, Jowitt (7) 
p. 142, p. 146; Wood (7) Q. 1079, 1096, 
1098-102, 1125-9; (8) App. pp. 192-6. 

Patents, (8) App. pp. 194, 213, 214. 

Profits, increase, (8) App. p. 168. 

Research and technical developments, Jowitt 

(7) p. 142, pp. 146-7; Wood (7) Q. 1078-9, 
1081-3; (81 App. pp. 194, 212-3, 214. 

Royal Aircraft Factory, Wood (7) Q. 1078, 
1079, 1103-8, (8) Q. 1121-4, 1132. 

State assistance and supervision. Wood (7) 
Q. 1078. 

State control advocated, Jowitt (7) p. 146, 

(8) App. p. 212. 

American proposals, Jowitt (8) Q. 1176-8. 
Armaments firms and industry : 

see also Heavy armaments industry below. 
Advertisements abroad, Jowitt (7) p. 141. 
Banldng connections, (8) App. pp. 179-80. 
Defence services, relations with, Jowitt (7) 
p. 140. 

Directors, Managers, etc., Jowitt (7) p. 140. 
Financial aspects, (8) App. pp. 168-70. 
Financial inspection and control, (7) p. 147. 
Government control and limitation of profits, 
Jowitt (7) p. 147. 

Inter-connections, Jowitt (7) pp. 142-3; (S) 
App. pp. 175, 176, 178-9, 181. 

Internal inspection and control, Jowitt (7) 
p. 147; (8) App. p. 214. 
and International banking, (8) App. p. 170. 
International connections, Jowitt (7) pp. 143-4; 

(6) App. pp. 175-80, 181, 196-8. 
International insipection and control, Jowitt 

(7) p. 147; (8) App. p. 214. 

Licences to manufacture and full publicity for 
manufacture, Jowitt (7) Q. 1070-4; (8) App. 
p. 205. 

Profits, increase, (8) App. p. 168. 
Shareholders, (8) App. pp. 167-8. 

Special nature of industry, (8) App. pp. 167-8. 
Armament interests and high speed steel alloys, 

(8) App. Figure 3 (following p. 214). 
Armament steel, Marley (8) Q. 1140-6, 1155-7; 

(8) App. pp. 206, 207-9. 

Armament steel ring, (8) App. pp. 175, 209. 
Bribery and corruption abroad, Jowitt (7) 
Q. 1042-57, 1064-8. 

Chemical armaments and industry : 

Chlorine and phosgene, (8) App. pp. 183-4, 
figure 7 (following p. 214); Bernal (8) 
Q. 1117-8, 1172. 

Control of, by boards, Bernal (7) p. 156; (8) 
App. p. 212. . 

Dangerous nature of, Bernal (7) p. 156. 
Development of heavy chemical industry, (8) 
App. Figure 11 (following p. 214). 
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Union of Democratic Control — cunt. 

Chemical armaments and industry — conf. 

Dyestuffs, development of, (8) App. Figure 12 
(following p. 214). 

Dyestuffs, explosives and tear gas relationship, 
(8) App. Figure 10 (following p. 214). ' 
Expansion in case of war, Bernal (/) pp. 
153-4. 

Explosives and intermediates, (8) App. p. 211, 
Fig. 8 (following p. 214); Bernal (7) (8) 
p. 154, Q. 1111, 1115-6, 1213; Marley (8) 

Q. 1161-71; (8) App. pp. 185-9. 

Countries capable of producing, Bernal (7) 
(8) Q. 1115-6, 1213. 

Exports, licensing, Bernal (7) p. 156; Jowitt 
(7) Q. 1067-8, 1070; (8) App. p. 211. 

Groups, Bernal (7) p. 154. 

Nationalisation, Jowitt (7) pp. 145-6; or 
control, Bernal (7) p. 155-6, 1542; Q. 1112-3, 
Marley (8) Q. 1151, (8) App. pp. 210-2, 214. 
Organisation, etc., Jowitt (7) pp. 142, 145, (8) 
App. pp. 181-92. 

Poison gas : 

Exports and licensing, Jowitt (7) p. 145, 146, 

Q 1067-8; Bernal (7) p. 156; (8) App, 
pp. 204, 205, 211-2. 

Particulars of industry, (8) App. pp. 182-5. 
Private manufacture of cei-tain, prohibition, 
(8) App. p. 211. 

Production methods and need for control, 
Bernal (7) pp. 154-5. 

Poison gases, (8) App. Figures 5, 6A, 6B, 6C, 
6D (following p. 214). 

Raw materials, Berruxl (7) p. 154, Q. 1167-8; 

Marley (8) Q. 1163-71. 

Synthetic petrol, Bernal (7) p. 155. 

Dockyard workers, attitude as regards expendi- 
ture on armaments, Marley (8) Q. 1196-200. 
Evidence of, statement submitted by English 
Steel Corporation, Ltd. with reference to, (13, 
14) App. 10, pp. 413-8. 

Exports : 

Explosives, Jowitt (9) Q. 1212; Bernal (8) 
Q. 1213; (8) App. pp. 204, 205, 211-2. 
Licensing system, Jowitt (7) p. 147, 
Q. 1066-75; (8) App. pp. 203-5, 214. 

Objections to, Jowitt (7) Q. 1041, p. 147. 
Prohibition, Jowitt (7) Q. 1070; (8) App. 
p. 205. 

Publicity, Jowitt (7) Q. 1069, 1070. 

Statistics, Jowitt (7) Q. 1069, 1070. 
from United Kingdom, Jowitt (7) Q. 1041. 
Government servants and the arms industry, 
Jowitt (7) p. 140; (8) App. pp. 198-202. 

Heavy armaments industry : 

Boards, control by, (8) App. p. 210. 
Inefficiency, Jowitt (7) pp. 142, 144-5. 
Nationalisation, advocated and advantages, 
etc., Jowitt (7) pp. 144-5; Marley (8) Q. 1133, 
1140-6, 1151; (8) App. pp. 206-10, 214. 
Particulars, Jowitt (7) pp. 142-4; (8) App. 
pp. 175-81. 

Raw materials, Jowitt (7) pp. 142-3; (8) App. 
pp. 175, 181. 

Imperial Chemical Industries : 

Financial aspects and international connec- 
tions, (8) App. p. 170, Figures 2A, 2B (follow- 
ing p. 214). 

Foreign connections, (8) App. Figure 2B 
(following p. 214). 

Structure of, (8) App. Figure A (following 
p. 214). 

Inspection on the spot, (8) App. 204. 
International rings, Jowitt (7) pp. 143-4; (8) 
App. pp. 196-8. 

Iron and steel industry : 

Nationalisation, Marley Q. 1173-4; (8) App. 

p. 210. 

Particulars, (8) App. pp. 171-5. 

Steel works, inspection suggestion, Jowitt (7) 
Q. 1077. 


Union of Democratic Control — cunt. 

Marine engineering, Jowitt (7) p. 145; (8) App. 
pp. 176-7, 181. 

Membership, information to be supplied, Marley 
(8) Q. 1183-6; Jowitt (8) Q. 1214. 

Mulliner case, Jowitt (7) Q. 1041, 1042. 

Munitions, Ministry of, Marley (8) Q. 1139. 
Nationalisation: 

Advantages and arguments for, Jowitt (7) 
p. 147; Marley (8) Q. 1137, App. p. 214._ 
of Armaments sections of respective industries, 
Jowitt (7) p. 147; (8) App. p. 214. 
Compensation of owners, Marley (8) Q. 1187-95. 
Nickel, supplies, Jowitt (7) p. 142-4; Bernal (7) 
p. 155; (8) App. pp. 174-5. 

Organisation, nature of, Marley (8) Q. 1137. 
Private manufacture and trade : 

Control, Marley (8) Q. 1138-9. 

Evils, (8) App. p. 198. 

Extent to which firms engaged in armament 
manufacture, Jowitt (7) pp. 141-2. 

Inefficiency, (8) App. p. 207-8. 

Objections to, Jowitt (7) Q. 1041-7, 1064-8, pp. 
140-1, 147; Marley (8) Q. 1137; (8) App. 
pp. 167, 168, 196, 206. 

Vested interests, (8) App. p. 167. 

Publicity for manufacture, etc., Marley (8) 

Q. 1137. 

Raw materials, control of sources of, Jowitt (7) 
p. 147; MaWey (8) Q. 1158-60; (8) App. p. 214. 
Research, Jowitt (7) p. 147; (8) App. p. 214. 

Royal Commission on Arms Traffic, Jowitt (7) 
Q. 1041; (8) App. pp. 166-7, 170. 

Small arms ammunition, manufacture, (8) App. 
pp. 188-9. 

Steel Manufacturers Nickel Syndicate, J owitt 

(7) p. 143; (8) App. pp. 179, 196, 197-8. 
Vickers, agents abroad, cases of “ Times ” 

correspondents acting as, (8) App. p. 202. 
Vickers Armstrong (8) App. Figures 1, 2A, 2B 
(following p. 214). 

Banking, connection with, (8) App. pp. 179-80. 
International connections (8) App. pp. 178-81. 
Warships, construction, Jowitt (7) pp. 142, 143; 

(8) App. pp. 176, 177-8, 181. 

Union of Post Office Workers: 

Evidence on behalf of, see Woods, Mr. F. C., (2) 
Q. 523. 

Views represented by National Peace Council, 
Arnold-Forster, (2) Q. 489 (p. 44), App. p. 60. 

Unitarian and Free Christian Peace Fellowship, views 
represented by National Peace Council, Arnold- 
Forster (2) Q. 489 (p. 44), App. p. 60. 

United States of America: 

Arms Inquiry : 

Destruction of documents by companies before 
searches by investigators, Fenner Brockway (5) 
Q. 903-5. 

Exhibits cited : 

Action to expand demand, Arnold-Forster (2) 
p. 47. 

Armament rings, existence of, Arnold-Forster 
(2) p. 49; Fenner Brockway (5) App. p. 1^. 
British consular representatives abroad, assist- 
ance to firms in obtaining orders, Union of 
Democratic Control (7, 8) App. p. 202. 
Collusive tendering to force up prices, Arnold- 
Forster (2) p. 49. 

Desire to promote expansion of sales and prevent 
reduction of armaments, Arnold-Forster (2) 
p. 46, Q. 496-502. 

Disarmament Conference, influence. Union of 
Democratic Control (8) App. p. 202. 

Evasion of export licensing system, Arnold- 
Forster (2) p. 51; Union of Democratic Con- 
trol (7, 8) App. p. 204. 

possible Illicit trading, and evasion Of export 
embargoes, Fenner Brockway (5) p. 154; 
Jowitt (7, 8) p. 148, App. p. 205. 
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United States of America — cotit. 

Arms inquiry — cont. 

Exhibits cited — cont. 

International connections of British armament 
firms, Cecil (1) pp. 31-2; Union of Democratic 
Control (8) App. p. 198. 

Loans arranged for armaments purposes, Joioitt 
(7, 8) p. 139; Union of Democratic Contfol 
(7, 8) App. p. 202; Fenner Brochway (5) 
p. 151. 

Military information sent abroad, Union of 
Democratic Control (8) App. p. 202. 

Press, relations with armament firms. Union of 
Democratic Control (8) App. p. 202. 

Private manufacture, disclosure of information 
which service departments would wish to 
regard as secret, Arnold-Forster (2) p. 49. 
Relations between armament firms and govern- 
ment officials, Arnold-Forster (2) p. 47, 
p. 48; Fenner Brockway (5) Q. 857; Hunter 
(3) App. pp. 77, 78; Jowitt (7, 8) p. 140: 
Union of Democratic Control (7, 8) App. 

pp. 201-2, 202. 

Relations between Vickers and Admiralty, Cecil 
(1) p. 4; Arnold-Forster (2) -pp. 47-9; 
Jowitt (7, 8) p. 140; Union of Democratic 
Control (7, 8) App. p. 202; Fenner Brockway 
(5) Q. 857. 

Treaty obligations, avoidance. Union of Demo- 
cratic Control (8) App. p. 202. 

National Government attitude towards, Pollitt 

(3) Q. 547-8, p. 73 (13). 

Proposals submitted by, to Disarmament 
Conference : 

' see also under Control, Exports, Control, and 
Inspection. 

Acceptance advocated, Cecil (1) Q. 26. 

Adoption by chief manufacturing countries essen- 
tial for effectiveness. Hills, Loder (2) Q. 420 
(p. 38), 426, Q. 450-3. 

not Alternative to State monopoly, Courtney (1) 
Q. 176. 

Attitude of Arms Committee of Disarmament Con- 
ference, Skrine Stevenson (19) App. p. 574 (10), 
p. 576. 

Attitude • of States at Geneva, Courtney (1) 
Q. 176-9, 221-31. 

British Government attitude, Cecil (1) Q. 5, 20-8, 
176-9. 184-8, 218-20; Courtney (1) Q. 176-88, 
218-20; Arnold-Forster (2) pp. 52-3. 
Competition in quality would remain, with 
attendant dangers of canvassing, etc., Cecil (1) 
Q. 5. 

Criticism, Addison (6) Q. 968. 

Disarmament convention an essential condition. 
Hills (2) Q. 429-31. 

Draft Articles as provisionally amended by 
United Kingdom Delegation, Skrine Steven- 
son (19) App. pp. 577-82, p. 577, (29, 30). 
German position in connection with, question of 
Courtney (1) Q. 221-5, 230-1. 

Historical background and treatment at Geneva, 
Arnold-Forster (2) pp. 51-2. 

Japan, position of, Courtney (1) Q. 226-7. 

Origin of, Courtney (1) Q. 176, 217. 

Present position as to, Courtney (1) O 180-1 
185-9. 

Summary of, Cecil (1) Q. 176; Hills, Loder (2) 
p. 39; Arnold-Forster (2) p. 62. 

Support of, Cecil (1) p. 125, 129; Syrett (1) 
Q. 320; League of Nations Union (1) App. 
p. 29; Arnold-Forster (2) p. 51; National Peace 
Council (2) App. p. 61. 

Union of Democratic Control would support 
Jowitt (8) Q. 1176-7. ’ 

Senate Committee on Foreign Affairs (1932) 
inquiry, Fenner Brochway (5) Q. 894-5. ’ 

Vested interests, see Armament firms. 

Vickers-Armstrongs, Limited, see Vickers Limited and 
Associated Companies. 


Vickers (Aviation) Limited and The Supermarine 
Aviation Works (Vickers) Limited, see Vickers 
Limited and Associated Companies. 

Vickers Limited and Associated Companies: 

Activities of, (13, 14) p. 371. 

Advertising of, and soliciting of orders for, arms 
and munitions of war, Jowitt (7) p. 141 (is, 14 ) 
p. 376; Craven, Lawrence (13, 14) Q. 1924, ifi25 
App. pp. 406-13; (13. 14) Q. 2210-3. 

Agents abroad : 

Activities of, (13, 14) App. p. 407. 

Identity of, with “ Times ” foreign corre- 
spondents in some instances, Pollitt (3) Q. 545, 
App. p. 73; Fenner Brochway (5) App. p. 156; 
Union of Democratic Control (8) App. p. 202; 
McAra (19) App. p. 568. 

Explanation of position, Lawrence (13, 14) 
Q. 2001-2, 2005-7, 2009; Yapp (13, 14) Q. 2003- 
8, 2573; Craven (13, 14) Q. 2572. 
no Knowledge of payments by agents to induce 
purchase of arms which would otherwise not 
have been purchased. Yapp (13, 14) Q. 2197-200. 
Remuneration system. Yapp (13, 14) Q. 2191-204 
2484; Craven (13, 14) Q. 2350-2, (13, 14) Ann’ 

pp. 407, 408. V » / I'P 

Standard agency agreements, (13, 14) Ann nn 
410-13. ^ PI w 

Agreements with foreign firms, nature of. Craven 
(13, 14) Q. 2542, 2545; Yapp (13, 14) Q. 2543; 
Beid Young (13, 14) Q. 2544. 

Agreements with other firms engaged in production 
of arms and munitions of war, (13, 14) p. 376- 
Craven (13, 14) Q. 2248-33. ’ 

Air League, Craven, McLean (13, 14) Q. 2124, 2130 
2291; Beid Yourig (13, 14) Q. 2125-9. 

Aircraft, military, production, McLean (13 141 

Q. 2255. V > ^ 

Allegations against, at 1935 annual meeting, sup- 
pression of, by the “ Times ”, Pollitt (3) Q. 545, 
App. p. 73. 

Anti-aircraft gun. Yapp (13, 14) Q. 1861, 1863-7, 
2120; Craven (13, 14) Q. 1862-3, 1963; Lawrence 
(13, 14) p. 347, Q. 1943, 1947, 1967-8, 2118-9. 
Armament firms : 

Antagonism to world peace and disarmament, 
reply to allegations, Lawrence (13, 14) Q'. 
1958-65; Craven (13, 14) Q. 2495-505. 

Rivalry, case of Sir E. J. Reid, no information 
re. Craven (13, 14) Q. 2271, 2273-4. 
Shareholding, question of limitation to British 
subjects, Lawrence (13, 14) Q. 2183-4. 

“ Armaments ”, meaning of, Lawrence (13 14) 

p. 347-8. \ / 

Armaments industry : 

Absence of effective competition, Lawrence (13 
14) Q. 2037-8. 

Machinery, conversion to industrial purposes 
and vice versa, Craven (13, 14) (). 2098-100. 
excessive Prices, prevention Craven (13 14) 

Q. 2264. V . / 

Armaments, supply during the War, Lawrence (13, 
14) Q. 1954; Craven (13, 14) Q. 1956, 2236, 
2259-67; Yapp (13, 14) Q. 2049-53. 

Armour plate. Craven (13, 14) Q. 2250-4. 
Arrangements with Hawthorn Leslie’s and Thorny- 
crofts, Arnold-Forster (2) p. 49. 

Explanation of circumstances. Craven (13, 14) 
Q. 2329-32. 

Associations with other firms for control of prices, 
but no “ conspiracy ” to raise prices. Craven 
(13, 14) Q. 2429-33. 

Austria, docks at Fiume of Henry Whitehead and 
Co., Craven, Beid Young (13, 14) Q. 2287-9. 
Bribery, etc., Craven (13, 14) Q. 2270-2, 2344-64, 
2480-2, App. p. 437; Yapp (13, 14) Q. 2483-4. 
Capital, particulars of, and bonus shares, (13, 14) 
pp. 348, 349, 376; Lawrence (13, 14) Q. 1930-42, 
2054-6; Craven Q. 2539; Beid Young Q. 2540, 
2546-8, App. pp. 426-9. 
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Vickers Limited and Associated Companies — cont. 

Chaco war, Lawrence, (13, 14) Q. 1984-7. 

Circulation of pamphlets, leaflets, etc., (13, 14) 
App. pp. 407, 408. 

Commercial and armament work, distribution, 1917 
to 1934, (13, 14) p. 373. 

Competition with private firms in United Kingdom, 
extent of, Craven (13, 14) Q. 1906-7, 1911-7. 
Composition of Vickers Group, (13, 14) p. 350; 
Lawrence (13, 14) p. 351. 

Control by financial interests, Pollitt (3) p. 65; 

reply to, Craven (13, 14) Q. 2256-7. 

Control of, and shareholders, Pollitt (3) Q. 538-41. 
Correspondence between Sir Herbert Lawrence and 
Royal Commission, indicating lines on which 
evidence prepared, etc., (13, 14) pp. 345-7. 
Defence Services : 

Orders by, Craven (13, 14) Q. 2259. 

Relations with, Cecil (1) p. 4; Arnold-Forster 
(2) pp. 47, 49; Pollitt (3) p. 66; Fenner 
Brockway (5) p. 152, Q. 857 ; Jowitt (7, 8) 
p. 140; Union of Democratic Control (7, 8) 

p. 202. 

Reply to evidence, Craven (13, 14) Q. 2236, 
2241-6, 2258, 2390, 2412. 

Design, position as to secrecy. Craven (13, 14) 
Q. 2521-31. 

Diplomatic Service, Craven (13, 14) Q. 2088-91. 
Directors, etc.: Hunter (3) App. p. 78; Fenner 
Brockway (5) App. pp. 155-6; Lawrence (13, 14) 
p. 351. 

Case of German as managing director, up to 
1903, but no director of, on board of any 
German organisation, or vice versa in last 18 
or 20 years, Lawrence (13, 14) Q. 1948-51 ; 
Craven (13, 14) Q. 1951-3, 2234. 

Case of Mr. Mayers, Jowitt (7) p. 140. 
Connections with banking concerns, Fenner 
Brockway (5) App. pp. 157-8; Union of Demo- 
cratic Control (8) App. pp. 179180; Lawrence 
(13, 14) p. 351; Beid Young (14) Q. 2355-9, 
2426-8. 

Distribution of percentage of profits to, provision 
for, in old company, I/xw-rence (13, 14) 

Q. 2173-6. 

ex-Governraent servants as, Pollitt (3) Q. 534-5, 
App. p. 72; Union of Democratic Control (8) 
App. p. 199. 

Dividends, pai’ticulars of, each year since 1868, 
(13, 14) pp. 349-50. 

Efficiency, etc.. Craven (13, 14) Q. 2240. 

English newspapers, no connection with, Latvrence 
(13, 14) Q. 1998-2000. 

Electric Boat Company of America, relations and 
correspondence with, Cecil (1) p. 4; Arnold- 
Forster (2) pp. 46-7, 48-9, 50, Q. 496-502; Fenner 
Brockway (5) App. p. 151, p. 162, p. 156; Jowitt 
(7, 8) p. 140; Union of Democratic Control (7, 8) 
App. p. 202. 

and Personal correspondence with directors, and 
correspondence with Admiralty, Craven (13, 14) 
Q. 2236, 2241-6, 2292-326, 2319-26, 2390, App. 
pp. 431-2. 

English Steel Corporation, Ltd., Craven (13, 14) 
Q. 2235-6. 

Expansion in time of war, Lawrence (13, 14) 
Q. 2058, 2123, p. 371. 

Exports and export trade : 
of Component pai-ts for assembly abi’oad, 
Lawrence, Yajjp (13, 14) Q. 2092-7. 
Consumption of arms not increased by. Craven 
(13, 14) Q. 2439-48. 

Control, need for, Lawrence (13, 14) Q. 1978-87, 
p. 373. 

by Government, Lawrence, (13, 14) Q. 2014-8. 
to Japan, Bolivia, Paraguay, Colombia, Peru 
and Italy, during certain periods, Craven (13, 
14) Q. 1918-22; Lawrence (13, 14) Q. 1918, 
1919, App. pp. 425-6. 

Licensing, Lawrence (13, 14) Q. 2168-60. 


Vickers Limited and Associated Companies — cont. 
Exports and export trade — cont. 

One licence suspended and then renewed, Craven 
(13, 14) Q. 2571. 

Organisation of sales abroad, Lawrence (13 14) 
Q. 2185, 2189; Yapp (13, 14) Q. 2185-208, 
2455-8, App. pp. 407, 408; Craven (13, 14), 
Q. 2232, 2434-54, App. p. 430. 

Correspondence with agents, question of pro- 
duction, Yapp (13, 14) Q. 2459-79. 
to Peru in 1934, Fenner Brockway p. 154; 
explanation of circumstances. Yapp (13, 14) 
Q. 2233-43. 

Prohibition of, probable effect on business, 
Lawrence (13, 14) Q. 2109-10. 

Publicity, Lawrence, Yapp (13, 14) Q. 2111-9, 
2161. 

no Secrecy from British Government, Craven 
(13, 14) Q. 1945-6; Yapp (13, 14) Q. 2081-2. 
Foreign inquiries received but not dealt with, 1931- 
1935, particulars of. Yapp (13, 14) Q. 1888-9; 
App. pp. 421-5. 

Foreign interests. Union of Democratic Control 
(7, 8) p. 204, (13, 14) pp. 350-1, App. pp. 418-9; 
Craven (13, 14) Q. 1848-9, 2137-8, 2278-80; 
Lawrence (13, 14) Q. 1855, 2131-46; Yapp (13, 14) 
Q. 2139. 

Foreign trade, proportion, Lawrence (13, 14) Q. 
2063. 

Government contracts, fixing and control of costs, 
Craven (13, 14) Q. 1890-900 p. 372, Q. 2264; 
Lawrence (13, 14) Q. 2148-9, 2152-3. 

Government inspectors in works, Craven (13, 14) 
Q. 1945, 2236-9, 2240. 

ex-Government officials, enix^loyment of, reply to 
charges re, Craven (13, 14) Q. 2236. 

Historical survey of Vickers Group, (13,‘ 14) pp. 
348-51. 

Interlocking directorates, Jowitt (7) p. 169; Union 
of Democratic Control (8) App. Fig. 1 (following 
p. 214); reply to evidence, E.S.C. (13, 14) p. 413. 
International comxjetition among manufacturers, 
Craven (13, 14) Q. 2121-2. 

International connections, Fenner Brockway (5) 
Q. 845, App. pp. 156, 167-8; Jowitt (7) p. 143; 
Union of Democratic Control, (8) App. pp. 178-81, 
197, App. Figure 1 (following p. 214). 

Reply to statements, Lawrence (13, 14) p. 351. 
International inspection. Craven (13, 14) Q. 2102. 
Inventions, Craven (13, 14) Q. 1907-10, 2521, 2556-7. 
Iron and steel companies, combination. Craven (13, 
14) Q. 1850-4, 2250-4; Dunbar (13, 14) Q. 1901-5. 
Labour, (13, 14) pp. 371-2; Craven (13, 14) Q. 
2217-9, 2240, 2421-5, 2506-18. 

Average number of employees engaged in each 
year 1930 to 1934 on production of arms and 
munitions of war and other products, (13, 14) 
p. 376, App. p. 376. 

Number of employees on 1st January, 1932, and 
1st November, 1935, respectively engaged on 
manufacture of arms and manufacture of arms 
for export to non-British countries abroad, 
(13, 14) App. p. 433. 

Numbers of skilled, semi-skilled and unskilled 
people emx)loyed in various branches, Craven 
(13, 14) Q. 2239, App. pp. 430-1. 

Proportion of men engaged in manufacture of 
arms who are highly specialised workers and 
could not easily be transferred to employment 
in production of peaceful products, (13, 14) 
App. p. 423. 

Loans to foreign governments, Lawrence (13, 14) 
Q. 2010-2; Craven (13, 14) Q. 2552-5, 2565. 
Machinery, replacement value and rate of depre- 
ciation, Laxvrence (13, 14) Q. 2064-71; Beid 
Young Q. 2072-4. 

Manufacture, licensing abroad. Craven (13, 14) 
Q. 2103-7. 

Military aircraft, production, McLean (13, 14) 
Q. 2255. 

Military and commercial work, advantages of com- 
bination, Lawrence (13, 14) Q. 2057, pp. 371, 
372, 373. 
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Vickers Limited and Associated Companies — cont. 
Monopoly, extent of, Craven (13, 14) Q. 1894, 
1897-900. 

MuUiner incident, Graven (13, 14) Q. 2267-9. 
Nationalisation : 

Arguments against, Lawrence (13, 14) Q. 2014-35 
2047-8, 2060-71, pp. 347-8, 372. 

Reserve of plant for emergency, question of 
labour, Lawrence (13, 14) Q. 2024-9. 
no Orders received as result of Sir Otto Niemeyer’s 
visit to Soxith. America, Craven (13, 14) Q. 2566. 
no Payments received from Krupps for use of 
inventions, but small amount received for guns 
manufactured during War through German clear- 
ing house. Yapp (13, 14) Q. 2560-4. 

Peace products production and war production, 
extent of division in factories, Graven (13, 14) 
Q. 2517-20. 

Plant, etc., estimated value of, that would be 
rendered redundant in event of establishment of 
State monopoly, (13, 14) pp. 274-5, App. p. 403. 
Position of Vickers-Armstrongs, Limited, as arma- 
ment manufacturing firm, (13, 14) pp. 371-3. 
Private manufacture ; 

Arguments for : 

Design and invention, Lawrence (13, 14) 

p. 347, Q. 2039-41. 

Expansion, Lawrence (13, 14) p. 347, Q. 2044. 
General statement on, (13) pp. 347-8. 
Government could take over businesses in time of 
war, Lawrence (13, 14) p. 347, Q. 1926-9, 2045-8. 
Objections, reply to, Lawrence, Craven (13, 14) 
Q. 2147-53. 

Bings, Craven (13, 14) Q. 2372-411. 

Stimulation of demand for armaments, reply to, 
Lawrence (13, 14) Q. 1966-77, 2042-3; Craven 
(13, 14) Q. 2532-8. 

Profits, Sunter (3) App. p. 77. 

Amount of declared profits of each year 1930 to 
1934, and estimate of proportion attributable 
to production of arms and munitions of war, 
(13), pp. 374^6; JReid Taxing (13, 14) Q. 2228-31, 
App. p. 404. 

Connection with armament contracts, Lawrence, 
Graven (13, 14) Q. 2558. 

Effect of Mr. Mulliner’s approach to Cabinet, 
Fenner Brochway (5) App. p. 155. 

Increase, PolUtt (3) App. p, 73. 

Manipulation, possibility of, Union of Democratic 
Control (8) App. pp. 168-9. 

Reply to. Craven (13, 14) Q. 2290. 

Proportion of peaceful and warlike products respec- 
tively expressed in number of employees and list 
of such products, (13, 14) App. pp. 434-5. 
Questionnaire to, (13, 14) pp. 345-6. 

Replies, (13, 14) pp. 374-6. 

Ramifications of, Newhold (5) Q. 800; Jowitt (7) 
pp. 142-3; Union of Democratic Control (8) App 
pp. 175, 176, 181, 178-9. 

Relations with Sun Insurance Company, Pollitt 
p. 65; Lawrence (13, 14) pp. 351-2. 

Research work, and connection of research in indus- 
trial work with armaments work, (13, 14) p. 347; 
Lawrence (13, 14) Q. 1857-60; Craven (13, 14) 
Q. 1858-9. 

Schneiders, relations with, Lawrence (13, 14) p. 352, 
Q. 2143; Beid Young (14) Q. 2360-3. 

Selling arrangements, home, (13, 14) App. pp 406-7, 
408. 

Shareholders, Hunter (3) App. pp. 78; (7) 137. 
Soliciting for orders, (13, 14) App. pp. 407, 408. 
Statements by, (13, 14) App. pp. 400-437. 

Steel Manufacturers Nickel Syndicate Dunbar 
(13, 14) Q. 2177-81. 

Submarine mines and depth chai'ges, agreements 
with other firms, Graven (13, 14) Q. 2370-1. 
Subsidiary companies under control of, Noel Baker 
(10) App. pp. 301-2. 

no Subsidy from government for maintenance of 
plant, with one exception, Lawrence (13, 14) 
Q. 2086-7; Craven Q. 2088-91. 


Vickers Limited and Associated Companies — cont. 

Sun Insurance Company, relations with, Pollitt 
(3) p. 65; Lawrence (13, 14) pp. 351-2. 

Turkey, arsenal, etc., connection of Vickers and 
Armstrongs with, Reid Young (13, 14) Q. 2281-6. 
Turnover : 

Military and naval, each year 1930-1934, (13, 14) 
App. p. 420. 

Proportion in each year, 1930-1934, representing 
arrus and munitions of war attributable to 
United Kingdom, British Empire and foreign 
orders, (13) p. 374; Craven (13) Q. 2222; Beid 
Young (13, 14) Q. 2223-7, App. p. 402. 
Proportion in each of last five years attributable 
to production of arms and munitions of war 
. (13, 14) p. 374, App. p. 402. 

Statement of, in each year 1930-1934, (13, 14) 
App. p. 402. 

on Warships, Craven (13, 14) Q. 1868-86; Yapp 
(13, 14) Q. 1878, 1880-7, App. p. 420. 
Vickers-Terni Company of Italy, Lawrence (13, 14) 
Q. 2162-4; Craven (13, 14) Q. 2166; Beid Young 
(13, 14) Q. 2165, 2169-72; Yapp (13, 14) Q. 2167-8. 
Warship building. Craven (13, 14) App. pp. 436-7. 
1924-34, Craven (13, 14) App. p. 437. 
International competition among manufacturers. 

Craven (13, 14) Q. 2121-2. 

Memorandum relating to arrangements between 
British firms engaged in. Craven (13, 14) 
App. p. 436. 

War-time deliveries to War Office and Admiralty, 
Lawrence (13, 14) Q. 1954; Craven (13, 14) Q. 
1955, 2236, 2260. 

War-time production, (13, 14) p. 373. 

World patent rights, Jowitt (7) p. 141; Craven 
(13, 14) Q. 2363-71. 

Sir Basil Zaharofl, relations with, Lawrence (13, 
14) p. 352, Q. 1988-97; Yapp (14) Q. 2485-6; 
Craven (14) Q. 2487-93. 

von Donop, Major-General Sir Stanley, K.C.B., 
K.C.M.G.: (9) Q. 1216-1343. 

Armaments supply : 

Expansion question, (9) Q. 1330-3. 
during War : 

from America, (9) Q. 1324-9. 

Fuses, difficulty, (9) Q. 1291-4. 

Gauges, difficulty in provision of, (9) Q. 1225. 
Hampering of firms by official machinery, 
reply to suggestion, (9) Q. 1271-5. 

Labour difficulties and Trade Union restric- 
tions, (9) Q. 1225, 1309-10. 

Machinery, delays in delivery, (9) Q. 1225, 1289, 
1308. 

Private firms, expansion and tribute to firms, 
(9) Q. 1225-35, 1251-60, 1276-97, 1304-9. 

Shells, position, (9) Q. 1274, 1275, 1321-9, 1341. 
Sub-contracting, (9) Q. 1225, 1236, 1251, 
1295-7, 1311, 1337-40. 

Census of firms, (9) Q. 1251-5. 

Munitions, Ministry of, (9) Q. 1225, 1229, 1316-6. 
Private manufacture : 

Avantages of, (9) Q. 1225, 1303, 1330-3. 
Costliness, reply to allegation, (9) Q. 1225, 1229. 
Inelasticity, reply to argument, (9) Q. 1225-38, 
Objections, reply to, (9) Q. 1225, 1236-8. 
versus State monopoly, (9) Q. 1264-9. 

Royal Arsenal, (9) Q. 1298-303, 1334-6. 

Service Departments, prevention of competition 
between, (9) Q. 1240-1, 1261-4. 

State Department, (9) Q. 1239-41, 1245-50. 

Reserve manufacturing capacity, question of, (9) 
Q. 1288-90. 

War Office : 

Contracts procedure. Admiralty, War Office, Ah 
Ministry, (21) pp. 673-4, 681-2. 
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War Office—cont. 

Memoranda : 

see also Official Evidence. 

Bribery allegations ofj (jointly with Admiralty 
and Air Mmistry) (21) pp. 681-2. 

Contract procedure, (21) pp. 673-4. 

Cost of nationalisation, (21) pp. 662-3. 

Inventors in the service of H.M. Government 
(jointly with Admiralty and Air Ministry) (21) 
p. 684. 

National Armaments Board proposal (jointly, 
with Admiralty and Air Ministry) (21) pp. 
652-3. 

Partial nationalisation of armaments industry 
(jointly with Admiralty and Air Ministry) (21) 
658-9. 

Production, comparative costs of, by government 
establishments and private firms, (21) pp. 668-9. 
Secrecy of government designs under private 
manufacture (jointly with Admiralty and Air 
Ministry) (21) pp. 685-6. 

■Su gg estions made before Royal Commission for 
increase of efficiency in supply of armaments, 
(jointly with Admiralty and Air Ministry) 
(21) pp. 6^19-50. 

Warships, see Naval construction. 

Weir, Lord, article quoted by, (20) App. pp. 613-4. 

Wemyss, Admiral Lord Wester, opinion as to private 
manufacture of armaments, see under Evils of, 
under Private Manufacture. 

de Wendel, M., case of, Newbold (5) pp. 137-8, Q. 
764, 805-6, 821, 824. 

Whitehead Torpedo Co., Limited, see Vickers Limited 
and Associated Companies. 

Women's Co-operative Guild, views represented by 
National Peace Council, Arnold-Forster (2) Q. 
489 (p. 44), App. p. 60. 

Women’s International League, views represented by 
National Peace Council, Arnold-Forster (2) Q. 
489 (p. 44), App. p. 60. 

Women’s National Liberal Federation, views repre- 
sented by National Peace Council, Arnold-Forster 
(2) Q. 489 (p. 44), App. p. 60. 

Women’s Peace Crusade, views represented by 
National Peace Council, Arnold-Forster (2) Q. 
489 (p. 44). 

Wood, McKinnon, inquiry: 

Cecil (1) p. 6, Q. 57; League of Nations Union 
(1) App. p. 28; Arnold-Forster (2) p. 54, Q. 492-5; 
National Peace Council (2) App. p. 61; Noel 
Baker (10) p. 241, Q. 1398-403, 1474, App. pp. 278 
283 (114), 288-90 (145-152); Bacon (11) Q. 1556-8; 
Townsend (21) Q. 4731-4. 

Evidence before and report of, in connection with 
private factories, Chairman (2) 492-4. 

Wood, Mr. Ronald McKinnon, O.B.E., M.A., 

F.R.Ae.S., see the Union of Democratic Control. 


Woods, Mr. Frederick Cecil, on behalf of the Union 
of Post Office Workers, see National Peace 
Council and Associated Organisations. 

Woolwich Arsenal : 

Commercial work, difficulty. Bacon (11) Q. 1558. 
Competition with private firms, difficulty in certain 
cases and example of armour-piercing shell, 
Llewellyn (18) Q. 4163-7. 

Concentration of entire engineering power of 
country under authority of, objections to. von 
Bonop (9) Q. 1301-3. 

Costs : 

Fixing of, Bacon (11) Q. 1537-41. 

Pre-war, comparison with those of private firms, 
Bacon (11) Q. 1499, 1500, 1504, 1537-55, 1633-61. 
as Headquarters of design during late War, Addison 
(6) Q. 914. 

Materials, price rings, experience of, during late 
war, Addison (6) Q. 913. 

Origin of, question, Hankey (22) Q. 5007-9. 
Production at costs below trade, Llewellyn (18) p. 
550, Q. 4111-9, 4160. 

Question of giving more work to the trade in order 
to reduce need for export trade, and giving 
alternative work to, Bovenschen (21) Q. 4725; 
Townsend (21) Q. 4727-34. 

Retention of, desirability, Geddes (llA) Q. 27, 37, 
73-4. 

Sending of repair work to. Bacon (11) Q. 1550-2. 
Steels, control of prices, difficulty, Newhold (5) 

Q. 796-8. 

Value for, checking of prices. Bacon (11) Q. 
1499-500, 1543-9, 1635-50. 

Question of. Grant (16) Q. 3310. 

Woman labour, non-employment of, Townsend (21) 
Q. 4735-8; Bovenschen (21) Q. 4739. 

Wood, McKinnon, Inquiry, see that title. 

Work of, in peace time, and adjustment of prices 
to make it self-supporting, von Bonop, (9) Q. 
1298-301, 1335-6. 

Workers, suggestions for control of industry by, 
Pollitt (3) Q. 548, 551, Appi p. 75; Fenner Brock- 
way (5) Q. 845, 863-6, App. p. 158; Jowitt (7) 
p. 149; Union of Bemocratic Control (8) App. 
pp. 210, 214. 

Yapp, Mr. F. C., sec Vickers Limited and Associated 
Companies. 

Zaharoff, Sir Basil; 

Correspondence with Electric Boat Company, CecU 
(1) App. p. 32; Hunter (3) App. p. 78; Union of 
Bemocratic Control (7, 8) App. p. 202. 

Vickers’ relations with, Lawrence (13, 14) p. 352, 
Q. 1988-97; Yapp (14) Q. 2485-6; Craven (14) 
Q. 2487-93. 
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